EXHIBIT
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CITY OF ROUND ROCK AGREEMENT A

FOR PROFESSIONAL CONSULTING SERVICES WITH
PATTERSON CAPITAL MANAGEMENT dba PATTERSON & ASSOCIATES

This Agreement shall recite the contractual terms whereby the City of Round Rock, Texas
(hereinafter referred to as the “City”) engages Patterson Capital Management dba Patterson &
Associates (hereinafter referred to as “Patterson™ or the “Consultant”) to perform, by way of
illustration and not limitation, the following services:

Provision of non-discretionary investment advisory services for the City’s investment
portfolio including, but not limited to, strategic portfolio advice, investment policy and
bond covenant review, cash flow model development for all non-bond funds, bond
proceeds cash flow model assistance, complete analysis of eligible investment options,
thorough deposit and transaction documentation, effective investment provider
management, integrated bond proceeds investment, and customized communication,
reporting, and training.

This Agreement (hereinafter referred to as the “Agreement”) is made by and between the
City of Round Rock, a Texas local government corporation, 221 East Main Street, Round Rock,
Texas 78664-5299, and Patterson Capital Management dba Patterson & Associates, 301 Congress
Avenue, Suite 570, Austin, Texas 78701.

RECITALS:
WHEREAS, the City has determined there is a need for the delineated services; and
WHEREAS, the City desires to contract for such professional services; and

WHEREAS, the parties desire to enter into this Agreement to set forth in writing their
respective rights, duties and obligations hereunder;

NOW, THEREFORE, WITNESSETH:

That for and in consideration of the mutual promises contained herein and other good and
valuable consideration, the sufficiency and receipt of which are hereby acknowledged, it is
mutually agreed between the parties as follows:

1.01 EFFECTIVE DATE, DURATION, AND TERM

This Agreement shall be effective on the date this Agreement has been signed by each
party hereto, and shall remain in full force and effect unless and until it expires by operation of the
term indicated herein, or is terminated or extended as provided herein.

The initial term of this Agreement shall be until full and satisfactory completion of the
work specified herein is achieved, but not later than twelve (12) months from the effective date of
this Agreement. This Agreement contains no prohibition against renewals or extensions, at City’s
sole option.
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The City reserves the right to review the Agreement and contractual relationship at any
time, and may elect to terminate same with or without cause or may elect to continue.

1.02 CONTRACT AMOUNT; AND SCOPE OF WORK DELINEATION

In consideration for the professional services to be performed by Consultant, the City
agrees to pay Consultant in with Section 1.03 herein and in accordance with “Agreement By and
Between City of Round Rock and Patterson Capital Management dba Patterson & Associates”
delineated in Exhibit “A” attached hereto and incorporated herein by reference for all purposes.

For purposes of this Agreement Consultant has issued its Statement of Work. Such
Statement of Work is Consultant’s Response to City’s RFQ, said Response being dated February
12, 2013, and same is attached as a separate binder titled Exhibit “B” and is attached hereto and
incorporated herein by reference for all purposes. Consultant’s services shall be performed in
accordance with the “City of Round Rock, Texas Investment Policy & Strategy” document dated
October 25, 2012 (including future versions), and same is titled Exhibit “C” and is attached hereto
and incorporated herein by reference for all purposes. This Agreement, including all exhibits,
shall evidence the entire understanding and agreement between the parties and shall supersede any
prior proposals, correspondence or discussions.

Consultant shall satisfactorily provide all services described under the attached Statement
of Work within the contract term specified in Section 1.01. Consultant’s undertakings shall be
limited to performing services for the City and/or advising the City concerning those matters on
which Consultant has been specifically engaged. Consultant shall perform its services in
accordance with this Agreement, in accordance with any appended exhibits, in accordance with
due care, and in accordance with prevailing consulting industry standards for comparable services.

1.03 PAYMENT FOR SERVICES; PAYMENT FOR REIMBURSABLE EXPENSES;
SUPPLEMENTAL AGREEMENTS

Not-to-Exceed Total for Payment for Services: Unless subsequently changed by additional
Supplemental Agreement to this Agreement, duly authorized by action of the City, Consultant’s
total compensation hereunder shall not exceed Twenty-seven Thousand and No/100 Dollars
($27,000.00). This amount represents the absolute limit of the City’s liability to Consultant
hereunder unless same shall be changed by additional Supplemental Agreement, and the City shall
pay, strictly within the confines of the not-to-exceed sum recited herein, Consultant’s professional
fees for work done on behalf of the City. ’

Reimbursable Expenses: Reimbursable expenses are not authorized under this Agreement.

Deductions: No deductions shall be made for Consultant’s compensation on account of
penalty, liquidated damages or other sums withheld from payments to Consultant.

Additions: No additions shall be made to Consultant’s compensation based upon claims
associated with this Agreement, whether paid by the City or denied.

Supplemental Agreements: The terms of this Agreement may be modified by written
Supplemental Agreement hereto, duly authorized by the City, if the City determines that there has
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been a significant change in (1) the scope, complexity, or character of the services to be
performed; or (2) the duration of the work. Any such Supplemental Agreement must be executed
by both parties within the period specified as the term of this Agreement. Consultant shall not
perform any work or incur any additional costs prior to the execution, by both parties, of such
Supplemental Agreement. Consultant shall make no claim for extra work done or materials
furnished unless and until there is full execution of any Supplemental Agreement, and the City
shall not be responsible for actions by Consultant nor for any costs incurred by Consultant relating
to additional work not directly authorized by Supplemental Agreement.

1.04 TERMS OF PAYMENT

Invoices: To receive payment, Consultant shall prepare and submit a series of monthly
detailed invoices to the City for services rendered. Each invoice for professional services shall
detail the services performed, along with documentation. All payments to Consultant shall be
made on the basis of the invoices submitted by Consultant and approved by the City.

Should additional backup material be requested by the City, Consultant shall comply
promptly.  In this regard, should the City determine it necessary, Consultant shall make all
records and books relating to this Agreement available to the City for inspection and auditing.

If the City has any dispute with work performed, then the City shall notify Consultant
within thirty (30) days after receipt of invoice. In the event of any dispute regarding the work
performed, then and in that event Consultant shall either (a) satisfactorily re-perform the disputed
services or (b) provide the City with an appropriate credit.

Payment of Invoices: The City reserves the right to correct any error that may be
discovered in any invoice that may have been paid to Consultant and to adjust same to meet the
requirements of this Agreement. Following approval of invoices, the City shall endeavor to pay
Consultant promptly, but no later than the time period required under the Texas Prompt Payment
Act described in Section 1.08 herein. Under no circumstances shall Consultant be entitled to
receive interest on payments which are late because of a good faith dispute between Consultant
and the City or because of amounts which the City has a right to withhold under this Agreement or
state law. The City shall be responsible for any sales, gross receipts or similar taxes applicable to
the services, but not for taxes based upon Consultant’s net income.

Offsets: The City may, at its option, offset any amounts due and payable hereunder against
any debt (including taxes) lawfully due to the City from Consultant, regardless of whether the
amount due arises pursuant to the terms of this Agreement or otherwise and regardless of whether
or not the debt due to the City has been reduced to judgment by a court.

1.05 REQUIRED REPORTS

Consultant agrees to provide the City with any necessary detailed interim and final written
reports, together with all information gathered and materials developed during the course of the
project. Additionally, Consultant agrees to provide the City with any necessary oral presentations
of such detailed interim and final written reports, at the City’s designation and at no additional
cost to the City.
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1.06 LIMITATION TO SCOPE OF WORK

Consultant and the City agree that the scope of services to be performed is generally
enumerated in Exhibit “B.” Notwithstanding anything herein to the contrary, the parties agree that
the City retains absolute discretion and authority for all funding decisions, such decisions to be
based solely on criteria accepted by the City which may be influenced by but not be dependent on
Consultant’s work.

1.07 NON-APPROPRIATION AND FISCAL FUNDING

This Agreement is a commitment of the City’s current revenues only. It is understood and
agreed that the City shall have the right to terminate this Agreement at the end of any of the City’s
fiscal years if the City does not appropriate funds sufficient to purchase the services as determined
by the City’s budget for the fiscal year in question. The City may effect such termination by
giving Consultant a written notice of termination at the end of its then-current fiscal year.

1.08 PROMPT PAYMENT POLICY

In accordance with Chapter 2251, V.T.C.A., Texas Government Code, payment to be made
by the City to Consultant will be made within thirty (30) days of the date the City receives goods
under this Agreement, the date the performance of the services under this Agreement are
completed or the date the City receives a correct invoice for the goods or services, whichever is
later. Consultant may charge interest on an overdue payment at the “rate in effect” on September
1 of the fiscal year in which the payment becomes overdue, in accordance with V.T.C.A., Texas
Government Code, Section 2251.025(b). This Prompt Payment Policy does not apply to payments
made by the City in the event:

(D There is a bona fide dispute between the City and Consultant, a contractor,
subcontractor, or supplier about the goods delivered or the service performed that
causes the payment to be late; or

) There is a bona fide dispute between Consultant and a subcontractor or between a
subcontractor and its supplier about the goods delivered or the service performed
that causes the payment to be late;

3) The terms of a federal contract, grant, regulation, or statute prevent the City from
making a timely payment with federal funds; or

4) The invoice is not mailed to the City in strict accordance with any instruction on
the purchase order relating to the payment.

1.09 TERMINATION
This Agreement may be terminated for any of the following conditions:

(1) By the City for reasons of its own, with or without cause, and not subject to the
mutual consent of any other party, such written termination notice to be given to
the other party not less than thirty (30) days prior to termination.



2) By mutual agreement and consent of the parties, such agreement to be in writing.

3) By either party for failure by the other to perform the services set forth herein in a
satisfactory manner, such notice to be given in writing to the other party.

€)) By either party for failure by the other party to fulfill its obligations herein.
%) By satisfactory completion of all services and obligations described herein.

Should the City terminate this Agreement as herein provided, no fees other than fees due
and payable at the time of termination shall thereafter by paid to Consultant. The City shall pay
Consultant for all uncontested services performed to date of notice of termination.

If either party defaults in performance of this Agreement or if the City terminates this
Agreement for default on the part of the other party, then the City shall give consideration to the
actual costs incurred by Consultant in performing the work to the date of default. The cost of the
work that is useable to the City, the cost to the City of employing another firm to complete the
useable work, and other factors will affect the value to the City of the work performed at the time
of default.

The termination of this Agreement and payment of an amount in settlement as set forth
above shall extinguish all rights, duties, and obligations of the City and the terminated party to
fulfill contractual obligations. Termination under this section shall not relieve the terminated party
of any obligations or liabilities which occurred prior to cancellation.

1.10 INDEPENDENT CONTRACTOR STATUS

Consultant is an independent contractor, and is not the City’s employee. Consultant’s
employees or subcontractors are not the City’s employees. This Agreement does not create a
partnership, employer-employee, or joint venture relationship. No party has authority to enter into
contracts as agent for the other party. Consultant and the City agree to the following rights
consistent with an independent contractor relationship:

(1) Consultant has the right to perform services for others during the term hereof.

2) Consultant has the sole right to control and direct the means, manner and method
by which services required by this Agreement will be performed.

3) Consultant has the right to hire assistants as subcontractors, or to use employees to
provide the services required by this Agreement.

#) Consultant or its employees or subcontractors shall perform services required
hereunder, and the City shall not hire, supervise, or pay assistants to help
Consultant.

®) Neither Consultant nor its employees or subcontractors shall receive training from
the City in skills necessary to perform services required by this Agreement.



(6) The City shall not require Consultant or its employees or subcontractors to devote
full time to performing the services required by this Agreement.

(7)  Neither Consultant nor its employees or subcontractors are eligible to participate in
any employee pension, health, vacation pay, sick pay, or other fringe benefit plan
of the City.

1.11 NON-SOLICITATION

All parties hereto agree that they shall not directly or indirectly solicit for employment,
employ, or otherwise retain staff of the other during the term of this Agreement.

1.12 CONFIDENTIALITY; AND MATERIALS OWNERSHIP

Any and all programs, data, or other materials furnished by the City for use by Consultant
in connection with services to be performed under this Agreement, and any and all data and
information gathered by Consultant, shall be held in confidence by Consultant as set forth
hereunder. All parties agree to hold all confidential information in the strictest confidence and not
make any use thereof other than for the performance of this Agreement. Notwithstanding the
foregoing, the parties recognize and understand that the City is subject to the Texas Public
Information Act and its duties run in accordance therewith.

Any and all materials created and developed by Consultant in connection with services
performed under this Agreement, including all trademark and copyright rights, shall be the sole
property of the City at the expiration of this Agreement.

1.13 WARRANTIES

Consultant warrants that all services performed shall be performed consistent with
generally prevailing professional or industry standards, and be performed in a professional and
workmanlike manner. Consultant shall re-perform any work not in compliance with this warranty.

1.14 INDEMNIFICATION

Consultant agrees to hold harmless, exempt, and indemnify the City, its officers, agents,
directors, servants, representatives and employees, from and against any and all suits, actions,
legal proceedings, demands, costs, expenses, losses, damages, fines, penalties, liabilities and
claims of any character or description, including but not limited to any expenses of litigation, court
costs, attorneys fees and all other costs and fees incident to any work done as a result hereof.

To the extent allowable by law, the City agrees to hold harmless, exempt, and indemnify
Consultant, its officers, agents, directors, servants, representatives and employees, from and
against any and all suits, actions, legal proceedings, demands, costs, expenses, losses, damages,
fines, penalties, liabilities and claims of any character, type, or description, including but not
limited to any and all expenses of litigation, court costs, attorneys fees and all other costs and fees
incident to any work done as a result hereof.

In no event shall either party be liable to the other for special or consequential damages,
statutory or otherwise.



1.15 ASSIGNMENT AND DELEGATION

The parties each hereby bind themselves, their successors, assigns and legal representatives
to each other with respect to the terms of this Agreement. Neither party may assign any rights or
delegate any duties hereunder without the other’s prior written approval.

1.16 LOCAL, STATE AND FEDERAL TAXES

Consultant shall pay all income taxes, and FICA (Social Security and Medicare taxes)
incurred while performing services hereunder. The City will not do the following:

(1)  Withhold FICA from Consultant’s payments or make FICA payments on its behalf;

(2) Make state and/or federal unemployment compensation contributions on
Consultant’s behalf; or

(3)  Withhold state or federal income tax from any of Consultant’s payments.

If requested, the City shall provide Consultant with a certificate from the Texas State
Comptroller indicating that the City is a non-profit corporation and not subject to State of Texas
Sales and Use Tax.

1.17 COMPLIANCE WITH LAWS, CHARTER AND ORDINANCES

Consultant, its consultants, agents, employees and subcontractors shall comply with all
applicable federal and state laws, the Charter and Ordinances of the member cities, as amended,
and all applicable rules and regulations promulgated by local, state and national boards, bureaus
and agencies. Consultant shall further obtain all permits, licenses, trademarks, copyrights, and the
like required in the performance of the services contracted for herein, and same shall belong solely
to the CITY at the expiration of the term of this Agreement.

1.18 FINANCIAL INTEREST PROHIBITED

Consultant covenants and represents that Consultant, its officers, employees, agents,
consultants and subcontractors will have no financial interest, direct or indirect, in the purchase or
sale of any product, materials or equipment that will be recommended or required hereunder.

1.19 DESIGNATION OF THE CITY REPRESENTATIVE
The City hereby designates the following representative authorized to act in its behalf:

Cheryl Delaney, Finance Director
City of Round Rock

221 East Main Street

Round Rock, Texas 78664



1.20 NOTICES

All notices and other communications in connection with this Agreement shall be in
writing and shall be considered given as follows:

(1)  When delivered personally to recipient’s address as stated herein; or

(2) Three (3) days after being deposited in the United States mail, with postage
prepaid to the recipient’s address as stated in this Agreement.

Notice to Consultant:

Linda T. Patterson, President
Patterson & Associates

301 Congress Avenue, Suite 570
Austin, TX 78701

Notice to the City:

City Manager Stephan L. Sheets

City of Round Rock AND TO: Attorney at Law

221 East Main Street 309 East Main Street
Round Rock, TX 78664 Round Rock, TX 78664

Nothing contained in this section shall be construed to restrict the transmission of
routine communications between representatives of the City and Consultant.

1.21 APPLICABLE LAW; ENFORCEMENT AND VENUE

This Agreement shall be enforceable in Round Rock, Texas, and if legal action is
necessary by either party with respect to the enforcement of any or all of the terms or conditions
herein, exclusive venue for same shall lie in Williamson County, Texas. This Agreement shall be
governed by and construed in accordance with the laws and court decisions of Texas.

1.22 EXCLUSIVE AGREEMENT

The terms and conditions of this Agreement, including any appended exhibits, constitute
the entire agreement between the parties and supersede all previous communications,
representations, and agreements, either written or oral, with respect to the subject matter hereof.
No modifications of this Agreement will be binding on any of the parties unless acknowledged in
writing by the duly authorized governing body or representative for each party.

1.23 DISPUTE RESOLUTION

The City and Consultant hereby expressty agree that no claims or disputes between the
parties arising out of or relating to this Agreement or a breach thereof shall be decided by any
arbitration proceeding, including without limitation, any proceeding under the Federal Arbitration
Act (9 USC Section 1-14) or any applicable state arbitration statute.



1.24 ATTORNEY FEES

In the event that any lawsuit is brought by one party against any of the other parties in
connection with this Agreement, the prevailing party shall be entitled to seek to recover its
reasonable costs and reasonable attorney fees.

1.25 FORCE MAJEURE

Notwithstanding any other provisions of this Agreement to the contrary, no failure, delay
or default in performance of any obligation hereunder shall constitute an event of default or a
breach of this Agreement, only to the extent that such failure to perform, delay or default arises
out of causes beyond control and without the fault or negligence of the party otherwise chargeable
with failure, delay or default; including but not limited to acts of God, acts of public enemy, civil
war, insurrection, riots, fires, floods, explosion, theft, earthquakes, natural disasters or other
casualties, strikes or other labor troubles, which in any way restrict the performance under this
Agreement by the parties. Consultant shall not be deemed to be in default of its obligations to the
City if its failure to perform or its substantial delay in performance is due to the City’s failure to
timely provide requested information, data, documentation, or other material necessary for
Consultant to perform its obligations hereunder.

1.26 SEVERABILITY

The invalidity, illegality, or unenforceability of any provision of this Agreement or the
occurrence of any event rendering any portion of provision of this Agreement void shall in no way
affect the validity or enforceability of any other portion or provision of this Agreement. Any void
provision shall be deemed severed from this Agreement, and the balance of this Agreement shall
be construed and enforced as if this Agreement did not contain the particular portion of provision
held to be void. The parties further agree to amend this Agreement to replace any stricken
provision with a valid provision that comes as close as possible to the intent of the stricken
provision. The provisions of this Article shall not prevent this entire Agreement from being void
should a provision which is of the essence of this Agreement be determined void.

1.27 STANDARD OF CARE

Consultant represents that it is specially trained, experienced and competent to perform all
of the services, responsibilities and duties specified herein and that such services, responsibilities
and duties shall be performed, whether by Consultant or designated subconsultants, in a manner
according to generally accepted business practices.

128 GENERAL AND MISCELLANEOQOUS

The section numbers and headings contained herein are provided for convenience only and
shall have no substantive effect on construction of this Agreement.

The failure of a party to exercise any right hereunder shall not operate as a waiver of said
party’s right to exercise such right or any other right in the future.
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Time is of the essence to this Agreement. Consultant understands and agrees that any
failure of Consultant to complete the services due under this Agreement within the agreed term as
delineated in Section 1.01 herein will constitute a material breach of this Agreement.

The City agrees to provide Consultant with one (1) fully executed original of this
Agreement document.

This Agreement may be executed in multiple counterparts, which taken together shall be
considered as one original.

IN WITNESS WHEREOF, the parties have executed this Agreement on the dates hereafter
indicated.

CITY OF ROUND ROCK, TEXAS

By:

Printed Name:
Title:

Date Signed:

FOR CITY, ATTEST:

By:

Sara L. White, City Clerk

FOR CITY, APPROVED AS TO FORM:

By:

Stephan L. Sheets, Attorney

PATTERSON CAPITAL MANAGEMENT
dba PATTERSON & ASSOCIATES

/)
/

A S
IS AT
By: (NN AL |
Printed Name: _L/w/DA HA77FKSON
Title: FKRES IDERT
Date Signed: d-.0-20/3




AGREEMENT BY AND BETWEEN CITY OF ROUND ROCK .
AND PATTERSON CAPITAL MANAGEMENT dba PATTERSON & ASSOCIATES

It is understood and agreed that the City of Round Rock (the Investor) will have from time to time
money available for investment (Investable Funds) and Patterson Capital Management dba Patterson &
Associates (Advisor) has been requested to provide professional services to the Investor with respect to
the Investable Funds. This agreement (the Agreement) constitutes the understanding of the parties with
regard to the subject matter hereof.

1. This Agreement shall apply to any and all Investable Funds of the Investor from time to
tie during the period in which this Agreement shall be effective.

2. The Advisor agrees to provide its professional services to direct and coordinate all
programs of investing as may be considered and authorized by the Investor.

3. The Advisor agrees to perform the following duties:
a. Assist the Investor in developing cash flow projections,
b. Suggest appropriate investment strategies to achieve the Investor’s objectives,
C. Advise the Investor on market conditions, general information and economic data,
d. Analyze risk/return relationships between various investment alternatives,
e. Attend occasional meetings as requested by the Investor,
f. Assist in the selection, purchase, and sale of investments. The Advisor shall not

have discretionary investment authority over the Investable Funds and the
Investor shall make all decisions regarding purchase and sale of investments. All
funds shall be invested consistent with the Texas Public Funds Investment Act,
Chapter 2256, Government Code and the Investor’s Investment Policy. The
eligible investments are listed in the Investor’s Investment Policy,

g. Advise on the investment of funds, such advice to be based on the Investor’s
adopted Investment Policy & Strategy (including future versions),

h. Assist the Investor in creating investment reports in compliance with State
legislation and the Investor’s Investment Policy,

1. Assist the Investor in creating monthly portfolio accounting reports, and

J- Assist the Investor in selecting a primary depository services financial institution.
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4, The Investor agrees to:

a. Compensate the Advisor in accordance with the overarching “City of Round Rock
Agreement for Professional Consulting Services with Patterson Capital
Management dba Patterson & Associates,”

b. Provide the Advisor with the schedule of estimated cash flow requirements
related to the Investable Funds, and promptly notify the Advisor as to any changes
in such estimated cash flow projections,

c. Allow the Advisor to rely upon all information regarding schedules, investment
policies and strategies, restrictions, or other information regarding the Investable
Funds as provided to it by the Investor and that the Advisor shall have no
responsibility to verify, through audit or investigation, the accuracy or
completeness of such information,

d. Recognize that there is no assurance that recommended investments will be
available or that such will be able to be purchased or sold at the price
recommended by the Advisor, and

e. Not require the Advisor to place any order on behalf of the Investor that is
inconsistent with the policies and regulations pertaining to the Investor.

5. In providing the investment services hereunder, it is agreed that the Advisor shall have no
liability or responsibility for any loss or penalty resulting from any investment made or not made in
accordance with the provisions of the overarching “City of Round Rock Agreement for Professional
Consulting Services with Patterson Capital Management dba Patterson & Associates,” except that the
Advisor shall be liable for its own gross negligence or willful misconduct; nor shall the Advisor be
responsible for any loss incurred by reason of any act or omission of any broker, selected with
reasonable care by the Advisor and approved by the Investor, or of the Investor’s custodian.
Furthermore, the Advisor shall not be liable for any investment made which causes the interest on the
Investor’s obligations to become included in the gross income of the owners thereof.

6. In the event the overarching “City of Round Rock Agreement for Professional Consulting
Services with Patterson Capital Management dba Patterson & Associates” is terminated in accordance
with the terms therein, then and in that event all investments and/or funds held by the Advisor shall be
returned to the Investor as soon as possible. In addition, the parties agree that if said Agreement is
terminated then the Advisor shall have no continuing obligation to the Investor regarding the investment
of funds.

7. The Investor acknowledges that it was provided a written copy of Form ADV Part 2 not
less than 48 hours prior to entering into this written contract.



AGREEMENT BY AND BETWEEN CITY OF ROUND ROCK
AND PATTERSON CAPITAL MANAGEMENT dba PATTERSON & ASSOCIATES

It is understood and agreed that the City of Round Rock (the Jnvestor) will have from time to time
money available for investment (Investable Funds) and Patterson Capital Management dba Patterson &
Associates (Advisor) has been requested to provide professional services to the Investor with respect to
the Investable Funds. This agreement (the Agreement) constitutes the understanding of the parties with
regard to the subject matter hereof.

1. This Agreement shall apply to any and all Investable Funds of the Investor from time to
tie during the period in which this Agreement shall be effective.

2. The Advisor agrees to provide its professional services to direct and coordinate all
programs of investing as may be considered and authorized by the Investor.

3. The Advisor agrees to perform the following duties:
a. Assist the Investor in developing cash flow projections,
b. Suggest appropriate investment strategies to achieve the Investor’s objectives,
c. Advise the Tnvestor on market conditions, general information and economic data,
d. Analyze risk/return relationships between various investment alternatives,
e. Attend occasional meetings as requested by the Investor,
f. Assist in the selection, purchase, and sale of investments. The Advisor shall not

have discretionary investment authority over the Investable Funds and the
Investor shall make all decisions regarding purchase and sale of investments. All
funds shall be invested consistent with the Texas Public Funds Investment Act,

hapter 2256, Government Code and the Investor’s Investment Policy. The
eligible investments are listed in the Investor’s Investment Policy,

g. Advise on the investment of bond funds as to provide the best possible the of
return to the Investor in a manner which is consistent with the proceedings of the

Investor authorizing the investment of the bond funds or applicable federal rules
and regulations,

h. Assist the Investor in creating investment reports in compliance with State
Jegislation and the Investor’s Investment Policy,

1. Assist the Investor in creating monthly portfolio accounting reports, and

i Assist the Investor in selecting a primary depository services financial institution.




4. The Investor agrees to:

a. Compensate the Advisor in accordance with the overatching “City of Round Rock
Agreement for Professional Consulting Services with Patterson Capital
Management dba Patterson & Associates,”

b. Provide the Advisor with the schedule of estimated cash flow requirements
related to the Investable Funds, and promptly notify the Advisor as to any changes
in such estimated cash flow projections,

c. Allow the Advisor to rely upon all information regarding schedules, investment
policies and strategies, restrictions, or other information regarding the Investable
Funds as provided to it by the Investor and that the Advisor shall have no
responsibility to verify, through audit or investigation, the accuracy or
completeness of such information,

d. Recognize that there is no assurance that recommended investments will be
available or that such will be able to be purchased or sold at the price
recommended by the Advisor, and

e. Not require the Advisor to place any order on behalf of the Invesior that is
inconsistent with the policies and regulations pertaining to the Investor.

5. In providing the investment services hereunder, it is agreed that the Advisor shall have no
liability or responsibility for any loss or penalty resulting from any investment made or not made in
accordance with the provisions of the overarching “City of Round Rock Agreement for Professional
Consulting Services with Patterson Capital Management dba Patterson & Associates,” except that the
Advisor shall be Hable for its own gross negligence or willful misconduct; nor shall the Advisor be
responsible for any loss incurred by reason of any act or omission of any broker, selected with
reasonable care by the Advisor and approved by the Investor, or of the Investor’s custodian.
Furthermore, the Advisor shall not be liable for any investment made which causes the interest on the
Investor’s obligations to become included in the gross income of the owners thereof.

6. In the event the overarching “City of Round Rock Agreement for Professional Consulting
Services with Patterson Capital Management dba Patterson & Associates” is terminated in accordance
with the terms therein, then and in that event all investments and/or funds held by the Advisor shall be
returned to the Investor as soon as possible. In addition, the parties agree that if said Agreement is
terminated then the Advisor shall have no continuing obligation to the Investor regarding the investment
of funds.

7. The Investor acknowledges that it was provided a written copy of Form ADV Part 2 not
less than 48 hours prior to entering into this written contract.



CITY OF ROUND ROCK
REQUEST FOR QUOTE
INVESTMENT ADVISORY SERVICES

PARTI

GENERAL

PURPOSE: The City of Round Rock, hereinafter “City”, seeks to enter into an Agreement
(“Agreement”) with a qualified Individual, (“Respondent”), to provide investment advisory services
for the City's investment portfolio.

DEFINITIONS, TERMS AND CONDITIONS: By submitting a response to this solicitation, the
Respondent agrees that the City’s standard Definitions, Terms and Conditions shall govern
unless specifically provided otherwise in a separate agreement or on the face of a purchase
order. Said Definitions, Terms and Conditions are subject to change without notice. It is the sole
responsibility of respondents to stay apprised of changes. A current draft of the City’s Definitions,
Terms and Conditions can be obtained from the City's website at:
hitp:/fwww.roundrocktexas.gov/homelindex.asp?page=463.

INSURANCE: The Vendor shall meet or exceed ALL insurance requirements set forth by the
current draft of Insurance Requirements as identified on the City’s website at:

http://www.roundrocktexas.gov/home/index.asp?page=463.

ATTACHMENTS: Attachment A is herein made a part of this quote:

Attachment A: Investment Policy

CLARIFICATION: For questions or clarification of specifications, you may contact:

Barry Becker
Telephone: 512-218-5457
bbecker@roundrocktexas.gov

The individual listed above may be contacted by telephone or visited for clarification of the
specifications only.

AGREEMENT TERM:

6.1 The initial term of the resulting agreement shall be two (2) consecutive twelve (12) month
periods from the effective date. The agreement may be renewed for two (2) additional
periods of time, not to exceed twelve (12) months each, provided both parties agree in
writing.

6.2 The City reserves the right to review the respondents’ performance at the end of each twelve
(12) month period and cancel all or part of the agreement or continue the agreement through
the next period.

6.3 If the agreement is terminated, for any reason, the respondent shall tum over all records, to
include but not limited to the following: records of services, history of transactions, to the City
within fifteen (15) working days after the completion of duties contained in the agreement.

NON-APPROPRATION: The resulting Agreement is a commitment of the City's current revenues
only. ltis understood and agreed the City shall have the right to terminate the Agreement at the end
of any City fiscal year if the governing body of the City does not appropriate funds sufficient to
purchase the estimated yearly fees, as determined by the City’s budget for the fiscal year in
question. The City may effect such termination by giving Vendor a written notice of termination at the
end of its then current fiscal year.
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CANCELLATION:

The City reserves the right to cancel the Agreement without penalty by providing 30 days prior
written notice to the other party. Vendor shall provide the City with 120 days written notice prior to
cancellation of the Agreement and shall continue services for a period of time not to exceed 120
days after written notification. Termination under this paragraph shall not relieve the Vendor of any
obligation or fiability that has occurred prior to cancellation.

PART Il

SCHEDULE

PROPOSAL SCHEDULE: Itis the City’s intention to comply with the following proposal timeline:
1.1. Responses for RFQ are due by 3:00 p.m., February 12, 2013
Mail, Email or personally deliver responses to:

City of Round Rock
Purchasing Department
221 E. Main Street
Round Rock, TX 78664

Atin: Barry Becker
bbecker@roundrocktexas.gov

The City reserves the right to modify these dates at any time with appropriate notice to all
prospective Respondents.

BEST VALUE EVALUATION AND CRITERIA: Respondents may be required to make an oral
presentation to the selection team to further present their qualifications. These presentations will
provide the Respondent the opportunity to clarify their proposal and ensure a mutual
understanding of the services to be provided and the approach to be used.

All proposals received shall be evaluated based on the best value for the City. In determining
best value, the City may consider the following:

2.1 Purchase price and terms;

2.2 Reputation of Respondent and of Respondent's good and services;

2.3 Experience, qualifications and quality of the Respondent's goods and services;
2.4 The extent to which the goods and services meet the City’s needs;

2.5 Respondent's past relationship with the City;

26 Methodology and approach.

2.7 Proposed project schedule and timeline.
2.8 The total long-term cost to the Municipality to acquire the Respondent's goods or
services;
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PART Ili
SPECIFICATIONS

SCOPE OF WORK:

This Request of Quote is to establish an agreement with a qualified individual who is an
investment advisor registered with the Securities and Exchange Commission and the Texas State
Securities Board to provide nondiscretionary portfolio management services for City of Round
Rock’s investment portfolio. The Successful Respondent shall furnish all required labor,
materials, supplies, and travel required for this service and shall meet or exceed the following
requirements:

GENERAL INFORMATION:

2.1

22

23

The City is seeking advisors who demonstrate extensive experience, especially with
fixed-income securities, to provide certain services related to the investment of City
funds, including the execution of securities purchases/sales for the City's funds,
investment advice, investment reporting, and review of the City’s Investment Policy and
procedures. The City has separately contracted for securities clearing and safekeeping
with JPNMorgan Chase (“Custodian”). All City securities will be held at the Custodian in the
name of the City of Round Rock.

Day to day mandgement responsibility for the investment program is delegated by the
City Investment Officer(s), as named in the City investment policy. The advisor shall
receive instructions regarding securities purchases/sales from the Investment Officer(s),
whose decisions will be based upon instructions received at the previous investment
meeting.

The City funds are pooled for investment purposes and managed according to the City’s
approved investment Policy (Attachment A). The City's [nvestment Officers meets at
least quarterly to review investment performance and strategy and the advisor is
expected to attend these meetings.

FIRM QUALIFICATIONS AND EXPERIENCE

3.1

3.2

Respondent shall be a registered Investment Advisor as defined and regulated by the
Securities and Exchange Commission and be registered with the Texas State Securities
Board.

Respondent shall either be completely independent of any financial institution or
securities brokerage firm; or futly and continuously disclose any relationships with such
financial institution(s) and/or securities brokerage firm(s), and further disclose any
commissions, bonuses, or soft-dollar payments resulting from the firm’s relationship with
the City.

SERVICE RESPONSIBILITIES:

The vendor shall perform according to duties and responsibilities contained in this specification,
including, but not limited to the following:

4.1

Take no possession of City monies or investment securities, nor have access to or
control over such monies and/or securities.
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4.2 Comply with Texas State law and the ordinances and policies of the City.

43 Assist in developing and implementing investment strategies that will enhance portfolio
performance under current and anticipated changes in market conditions within the
parameters of established investment policies and cash flow needs. Make presentations
fo the City’s investment Committee, as needed, to support recommendations relating to
investment strategy.

4.4 Provide non-discretionary management of the City’s investment portfolio by acting solely
in an advisory and administrative capacity within the guidelines of the City's Investment

Policy.
4.5 Provide timely assessments of the market including market reaction to economic events.
4.6 Execute securities purchases/sales upon verbal instructions from authorized City staff.

After a trade is executed, the advisor must confirm to the City by email all details of the
trade including the dealers contacted and the prices received. An official trade
confirmation must be mailed to City within five business days of the transaction. The City
is responsible for instructing the Custodian to either accept or deliver securities
transacted through the advisor.

47 Provide a minimum of three offers/bids for each trade and provide monthly reports
documenting total trades offered and awarded to each dealer.

4.8 Provide detailed monthly reports, in a format acceptable to the City, which include, but
not limited to, the following information on each security: par value, cost value, book
value, and market vaiue.

4.9 Altend Investment Committee meetings and present quarterly performance reports which
shall include current information regarding the creditworthiness of investments in the
portfolio, total return comparisons commentary and future outlook as it pertains to the
City’s portfolio.

PART Vil
SUBMISSION REQUIREMENTS

SOLICITATION SUBMISSION REQUIREMENTS: To achieve a uniform review process and
obtain the maximum degree of comparability, the responses shall be organized in the manner
specified below. Responses shali be clear and concise and shall include at a minimum: title
page, transmittal letter, index or table of contents, dividers for each section and all required
attachments. One page shall be interpreted as one side of a double-spaced, printed, 8 1/2" X 11"
sheet of paper.

The Respondent shall submit one (1) original signed paper copy and one (1) copy, clearly
identified as a "COPY” of its Response.

The response and accompanying documentation are the property of the City and will not be
returned.
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TAB #1

TAB #2

TITLE PAGE (1 page) — Show the soilicitation fitle and number, the name of your firm,
address, telephone number(s) name of contact person and date.

1. LETTER OF TRANSMITTAL (1 page) — ldentify the services for which solicitation has been

prepared.

11

1.2

1.3

Briefly state your firms understanding for the services to be performed and make a
positive commitment to provide the services as specified.

Provide the name(s) of the person(s) authorized to make representations for your
firm, their titles, address, telephone numbers and e-mail address.

The letter of each solicitation shall be signed in permanent ink by a corporate officer
or other individual who has the authority to bind the firm. The name and title of the
individuals(s) signing the solicitation shall be clearly shown immediately below the
signature.

2. TABLE OF CONTENTS (1 page) — Clearly identify the materials by Tab and Page Number.

TAB#3 | 3. PERFORMANCE AND EXPERIENCE —~

TAB #4

TAB #5

3.1

3.2

3.3

3.4

3.5

3.6

3.7

Describe your firm, including date founded, ownership as well as any subsidiaries or
affiliates that are relevant to the City.

Describe your firm's experience as investment advisors for municipalities and other
public fund entities.

identify the types of accounts primarily sought by your firm.
Describe any SEC or regulatory censure or litigation involving your firm or its
employees within the past five {5) years. If there has not been any censtre or

litigation, please provide a statement attesting to this.

Describe clients, if any, who have terminated your contracts in the last three (3)
years. Provide a contact name and telephone number for those clients.

Provide current copies of your firms ADV Parts | and |l as on file with the SEC and
proof of your registration with the Texas State Securities Board.

Provide audited financial statements for the last three (3) years.

4. PERSONNEL

4.1

4.2

4.3

4.4

Identify the size of your firm’s staff commitment to the public sector and the
credentials of the key personnel.

ldentify the personnel assigned to service the City account. Describe their
relationship to your firm, their responsibilities, and their experience in the
investment business, and specifically with public sector investment management,
and the number of years they have been associated with your firm.

Identify any of the above personnel who have ever been investigated for alleged
improper, fraudulent, or unfair activities related to the sale of securities. Please
provide details.

Describe efforts your firm makes to keep its investment professional informed of
developments refevant to government investment managers.

5. INVESTMENT APPROACH
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TAB #6

5.1 Outline steps to be taken to' ensure the CITY's objectives of safety, fiquidity, and
yield.

5.2 Describe your firm’s experience in developing investment policies and
portfolio strategies for governmental operating funds.

5.3 Describe the types of investment research utilized and the methods for making
investment decisions, including maturity and selection.

5.4 Describe the primary strategies for adding value to portfofios.

5.5 Describe performance benchmarks you would suggest for the City portfolio.

5.6 Describe your procedures for portfolio review and client contact.

5.7 Describe any third-party vendors that you would utilize to service the CITY account
6. REPORTING AND FEES

6.1 Describe and submit samples of the reports you would submit to the Gity and their
frequency.

6.2 Provide your firm's fixed fee schedule. Include any minimum fee requirements,
description of fees covered by this fee structure, whether any additional fees are
charged when there is no activity in the account or if the portfolio is invested
entirely in a local government investment pool.

6.3 Describe any additional costs required to implement your services.

6.4 Describe any additional services offered or available through affiliation that may
benefit the City. Provide a description of the service(s) and the price.
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City of Round Rock, Texas
Investment Policy
October 25, 2012

"I'm not as concerned about the return on my principal as I am about the return of my
principal.”
Will Rogers

I. Introduction
The Investment Policy of the City of Round Rock, Texas, is adopted in accordance with Chapter -
2256, Texas Government Code, the Public Funds Investment Act. This Policy establishes

guidelines for the Investment Officers with regard to how City funds will be invested. This
Policy also establishes guidelines for periodic review and reporting of the investments.

I1. Scope And Legal Requirements

A. Scope

This Investment Policy for the City of Round Rock, Texas applies to the financial assets of all
funds, including the following City funds:

D General Fund

2) Special Revenue Funds

3) Debt Service Funds

4) Capital Project Funds

5) Enterprise Funds

6) Internal Service Funds

7 Trust and Agency Funds

3 Reserve Fund

9) Any new funds created by the City and any funds managed by the City of Round
Rock, Texas, as trustee or agency, unless exempted by law. In addition to this Policy, bond

funds established by bond ordinances shall be managed by their governing ordinances and
all applicable State and Federal Law.
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B. State Statute

All funds covered by this Investment Policy shall be invested in accordance with the Public
Funds Investment Act of 1987 as amended from time to time. (Texas Government Code, Ch.
2256.)

C. Delegation of Authority

The Director of Finance, the Assistant Finance Director, the Accounting Manager, and the
Treasury Accountant are hereby designated as the Investment Officers of the City of Round
Rock, Texas, and are responsible for investment decisions and activities consistent with this
Investment Policy.

The Investment Officers shall be responsible for all transactions and compliance with the
internal controls, insure all safekeeping, custodial, and collateral duties consistent with this
Investment Policy, as well as establishing and maintaining written procedures for cash
management. The Investment Officers shall maintain timely, accurate and systematic records of
all investments, maturities and earnings. Bonding of all staff with financial signatory authority
is required and such bonding requirements will also apply to those individuals authorized to
place, purchase or sell investment instruments. Bonding will protect the public against loss from
possible embezzlement and malfeasance.

III. Investment Objectives
A. Safety of Principal

The primary objective of all investment activity is the preservation of capital and the safety of
principal in the overall portfolio. Each investment transaction shall seek to ensure first that
capital losses are avoided, whether they have resulted from securities defaults or erosion of
market value.

With foremost emphasis on safety of principal (i.e. avoidance of capital losses), the Investment
Officers will ensure that preservation of capital and protection of principal in the overall
portfolio is maintained. Speculation is prohibited.

B. Maintenance of Adequate Liquidity
The investment portfolio will remain sufficiently liquid to meet the cash flow requirements that
might be reasonably anticipated. Liquidity shall be achieved by matching investment maturities

with anticipated cash flow requirements; investing in securities with active secondary markets;
and maintaining appropriate portfolio diversification.
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IV. Standard of Care

Investments shall be made with judgment and care, under prevailing circumstances, that a
person of prudence, discretion and intelligence would exercise in the management of the
person’s own affairs, not for speculation, but for investment, considering the probable safety of
capital and the probable income to be derived. The standard of care shall be applied to the
context of managing the overall portfolio.

V. Investment Strategy

In conjunction with the annual Policy review, the City Council shall review the separate written
investment strategy for each of the City’s funds. The investment strategy must describe the
investment objectives for each particular fund according to the following priorities:

1) Investment suitability

2) Preservation and safety of principal

3) Liquidity

4) Marketability prior to maturity of each investment

5) Diversification

6) Yield

V1. Authorized Investments

A. Authorized Investments

The following is a list of authorized and legal investment options:

1) Obligations of the United States or its agencies and instrumentalities; '

2) Direct obligations of the State of Texas or its agencies and instrumentalities;

3) Other obligations the principal and interest of which are unconditionally guaranteed or

insured by, or backed by the full faith and credit of, the State of Texas or the United States or
their respective agencies and instrumentalities;
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4) Obligations of states agencies, counties, cities and other political subdivisions of any state
rated as to investment quality by a nationally recognized investment rating firm not less than “A”
or its equivalent.

5) Certificates of Deposit as authorized under Section 2256.010 Public Funds Investment Act.

6) Repurchase Agreements which are fully collateralized and are as authorized under Section
2256.011 Public Funds Investment Act. »

7) Commercial Paper as authorized under Section 2256.013 Public Funds Investment Act.

8) No-Load AAA Rated Money Market Mutual Funds as authorized under Section 2256.014
Public Funds Investment Act.

9) Investment Pools as authorized under Section 2256.016 Public Funds Investment Act and,
provided the Investment Pools are in compliance with the requirements of the Public Funds
Tnvestment Act and, provided objectives of the pool include a stable net asset value of $1.00.

10) FDIC insured Brokered Certificates of Deposit purchased from a broker or a bank in
Texas, delivered versus payment to the city’s safekeeping agent, not to exceed one year to
maturity. Before purchase, the Investment Officer must verify before purchase the FDIC
status of the bank on www.2fdic.gov/idasp/main_bankfind.asp to assure that the bank is FDIC
insured.

B. Unacceptable Investments

This Policy bestows the authority upon the Investment Officer to determine certain investment
instruments as unsuitable for the City even though those investments may be authorized by this
Policy and/or the Public Funds Investment Act. Additionally, certain investments are expressly
prohibited by the Public Funds Investment Act.

An investment that requires a minimum rating under this Policy and/or the Public Funds
Investment Act does not qualify as an authorized investment during the period the investment
does not have the minimum rating. The City shall take all prudent measures that are consistent
with its Investment Policy to liquidate an investment that does not have the minimum rating.

The Investment Officer shall monitor, on no less than a monthly basis, the credit rating on all
authorized investments in the portfolio based upon independent information from a nationally
recognized rating agency. If any security falls below the minimum rating required by Policy,
the Investment Officer shall immediately solicit bids for and sell the security, if possible,
regardless of a loss of principal.
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The Investment Officer shall monitor, on no less than a monthly basis, the status and
ownership of all banks issuing brokered CDs owned by the city based upon information from
the FDIC. If any bank has been acquired or merged with another bank in which brokered CDs
are owned, the Investment Officer shall immediately contact the banks and liquidate any
brokered CD which is above the FDIC insurance level.

C. Protection of Principal

The City shall seek to control the risk of loss due to the failure of a security issuer or grantor.
Such risk shall be controlled by investing only in the safest types of securities as defined in this
Policy; by qualifying the broker, dealer and financial institution with whom the City will
transact; by collateralization as required by law; and through portfolio diversification by maturity

and type.

The purchase of individual securities shall be executed “delivery versus payment” through the
City’s safekeeping agent. By so doing, City funds are not released until the City has received,
through the safekeeping agent, the securities purchased.

D. Diversification by Investment Type

Diversification by investment type is primarily intended to reduce the credit risk inherent to a
particular issuer or investment type. The City will diversify its investments by security type and
institution. With the exception of U.S. Treasury securities and authorized pools, and the
percentage limitations listed below, no more than 50% of the City’s total investment portfolio
will be invested in a single security type or with a single financial institution.

Investment Type Portfolio Limitation
1) U.S. Government Agencies and Instrumentalities 50%

2) States and their Agencies, Counties, Cities and 35%

Other Political Subdivisions of a State........ccocoreeereinnne

3) Commercial Paper ......c.ocoveivienniinianerensrerennas e 20%

Bond proceeds may be invested in a single security or investment if the Investment Officers.
determine that such an investment is necessary to comply with Federal arbitrage restrictions or to
facilitate arbitrage recordkeeping and calculation.
E. Diversification by Investment Maturity -

In order to minimize risk of loss due to interest rate fluctuations, investment maturities will not
exceed the anticipated cash flow requirements of the funds. Maturity guidelines by fund are as
follows:

1) Operating Funds
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Maturity Limitation: The weighted average days to maturity for the operating fund portfolio
shall be less than 360 days and the maximum allowable maturity shall be three years.

2) Capital Project Funds

Maturity Limitation: Funds used for construction programs have reasonably predictable draw
down schedules. Therefore, investment maturities shall generally follow the anticipated cash
flow requirements. Bond proceeds (excluding reserve and debt service funds) shall generally be
limited to the cash flow requirements or the “temporary period” as defined by Federal tax law.
During the temporary period bond proceeds may be invested at an unrestricted yield. After the
expiration of the temporary period, bond proceeds subject to yield restriction shall be invested
considering the anticipated cash flow requirements of the funds and market conditions to
achieve compliance with the applicable regulations.

3) Debt Service Funds

Debt Service Funds shall be invested to ensure adequate funding for each consecutive debt
service payment.

Maturity Limitation: The Investment Officers shall invest in such a manner as not to exceed an
“unfunded” debt service date with the maturity of any investment. An unfunded debt service
date is defined as a coupon or principal payment date that does not have cash or investment
securities available to satisfy said payment.

4) Debt Service Reserve Funds

Market conditions, Bond Ordinance constraints and Arbitrage regulation compliance will be
considered when formulating Reserve Fund strategy.

Maturity Limitation: Maturities shall generally not exceed the call provisions of the Bond
Ordinance and shall not exceed the final maturity of the bond issue. All Debt Service Reserve
Fund investment maturities shall not exceed five years.

City funds that are considered “bond proceeds” for arbitrage purposes will be invested using a
more conservative approach than the standard investment strategy when arbitrage rebate rules
require refunding excess earnings. All earnings in excess of the allowable arbitrage earnings
will be made available for any necessary payments to the U.S. Treasury.
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VIL Relationships With Financial Institutions and Firms
A. Depositories

Depositories shall be selected through the banking service procurement process, which shall
include a formal request for proposals no less than every five (5) years. In selecting the
depository, the creditworthiness of institutions shall be considered and the Investment Officers
shall conduct a comprehensive review of prospective depositories’ credit characteristics and
financial history. The City depository contract and other financial relationships for banking
services are outside the scope of this Investment Policy.

B. Selection and Compliance of Investment Providers

An investment firm offering to engage in an investment transaction with the City must execute a
written instrument stating that the qualified representative has received and thoroughly reviewed
~ the Investment Policy of the City. The qualified representative also must acknowledge that the
firm has implemented reasonable procedures and controls to preclude transactions conducted
between the City and the firm that are not authorized by the City’s investment policy, except to
the extent that this authorization is dependent on an analysis of the makeup of the City’s entire
portfolio, or requires an interpretation of subjective investment standards.. The Investment
Officers may not acquire or otherwise obtain any authorized investment from a person who has
not delivered to the City an instrument in substantially the form described above. The following
institutions or firms may qualify under this section:

1) Security Dealers and Dealer Banks which are the approved and designated
Dealers of the Federal Reserve Bank of New York "Primary Dealers".

2) Security Dealers, Dealer Banks and Savings and Loans which are not designated
as "Primary Dealers" but which are approved individually by the City Council.

3) Banks and Savings and Loans Associations domiciled in the State of Texas (for
the placement of insured and collateralized certificates of deposit).

Addendum A is the list of brokers/dealers who have qualified and are hereby approved to

conduct business with the City as required by Section 2256.025 of the Public Funds Investment
Act. The qualified broker/dealer list must be reviewed and approved at least annually.

VIII. Custodial Safekeeping

To protect against potential fraud and embezzlement, investments shall be secured through third
party custody and safekeeping procedures. All security purchases and trades conducted for the
City of Round Rock will be settled and protected by the City's third party custodial agent.

The City shall contract with a third party custodial agent for the safekeeping of securities either

owned by the City as part of its investment portfolio or held as collateral to secure deposits or
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repurchase agreements. The use of the Delivery Versus Payment (DVP) procedure will be
continually used for investment securities transactions, purchases and sales. The City shall
authorize the release of DVP funds only after its safekeeping agent has received securities or
receipt for same into the City's safekeeping account.

Safekeeping procedures shall be reviewed annually by the independent auditor.
IX. Depository and Contractual Trading Requirements
A. Wire Transfer Authorizations

Whenever possible, the City will use pre-formatted wire transfer to restrict the transfer of funds
to pre-authorized accounts only. Dual authorization forms shall be in continual use for all wire
transfers. Secondary authorization for all wires will be required by the City.

B. Collateralization Requirement

The City, in accordance with state statute, requires all City funds held by financial institutions
above the FDIC insurable limit to be collateralized with securities pledged to the City. Those
securities shall have a market value equaling at least 102% of the market value of City funds
held and shall be placed with a third party custodial agent. Collateral may be substituted or
released only with the written authorization of an Investment Officer. Allowable collateral may
consist of those securities or instruments permitted as suitable investments under the Public
Funds Collateral Act (Texas Government Code, Ch. 2257)

Financial institutions serving as City Depositories will be required to sign a Depository
Agreement with the City. The “Security for Deposits” portion of the Agreement shall define the
City’s rights to the collateral in case of default, bankruptcy or closing and shall establish a
perfected security interest in compliance with Federal and State regulations, including:

1. the Agreement must be in writing

2. the Agreement has to be executed by the Depository and the City contemporaneously with the
acquisition of the asset;

3. the Agreement must be approved by the Board of Directors or the loan commiitee of the
Depository and a copy of the meeting minutes must be delivered to the City;

4. the Agreement must be part of the Depository’s “official record” continuously since its
execution.
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X. Portfolio Valuation and Reporting
A. Reporting

As required by law, the Investment Officers shall submit a written investment report, prepared in
accordance with GAAP, signed by each Investment Officer of the City within a reasonable time
after the end of each fiscal quarter to the City Council detailing the investment position for the
previous quarter. Quarterly market values will be obtained from the City’s financial advisor, or
other source believed to be reliable, in order to monitor the portfolio’s position.

1.) For pooled investments -
a. the report must state the beginning book value and market value of the pool portfolio
for the reporting period,
b. changes to the book value and market value during the reporting period
c. the ending book value and market value of the portfolio and
d. the fully accrued interest for the reporting period.

2.) For separately invested assets -
a. the report must state the book value and market value for each investment at the
beginning and end of the reporting period
b. the report also must disclose the stated maturity date for each separate investment and
must show the specific fund from which moneys were received to purchase the
investment.
3.) The report must state compliance of the investment portfolio with the City’s Investment
Strategy and relevant provisions of the Public Funds Investment Act.

B. Internal Controls

The Investment Officers shall establish a system of internal controls, which shall be documented
in writing and reviewed periodically by the City auditors. The controls shall be designed to
prevent and control losses of public funds arising from fraud, employee error, misrepresentation
by third parties, unanticipated changes in financial markets or imprudent actions. Dual controls
of all investment activities will consistently be maintained by the Investment Officers.

The Investment Officers shall develop and maintain written administrative procedures for the
operation of the investment and cash management program, consistent with this Investment
Policy.

C. External Audit
In accordance with the Public Funds Investment Act, in conjunction with the City’s annual

financial audit, a compliance audit of management controls on investments and adherence to the
City’s established investment policies shall be performed. An annual review of the City’s
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quarterly reports will also be performed by an independent auditor with the results being
presented to the City Council.

XI. Quality and Capability of Investment Management

A. Training

It is the City’s policy to provide training required by the Public Funds Investment Act Section
2256.008(a)(2) through courses and seminars offered in compliance with the Act in order to
insure the quality and capability of the Investment Officers in making investment decisions.

B. Limitation of Liability

The Investment Officers  acting in accordance with this Policy and the City’s Investment
Strategy and exercising due diligence shall be relieved of personal responsibility for an
individual security's performance provided that deviations from expectations are reported in a
timely fashion and appropriate action is taken to control adverse development.

C. Ethics

The Investment Officers involved in the investment process shall refrain from personal business
activity that could conflict with proper execution of the investment program, or which could
impair their ability to make impartial investment decisions. Furthermore, in accordance with the
Public Funds Investment Act, an Investment Officer who has a personal business relationship
with a firm or is related to individuals seeking to sell to the Investment Officer must disclose
such relationships in accordance with Section 2256.005 of the Public Funds Investment Act.

XII. Review and Amendment

This Policy shall be reviewed annually by the City Council. Amendments must be approved by
the Investment Officers and adopted by the City Council.

X111. Conclusion

The Investment Officers will adhere to this Investment Policy in all investment decisions for the
City of Round Rock, Texas. The City will review the Investment Policy every year because of
the dynamic nature of the financial markets. If changes are necessary because of changes to the
financial markets and State law, the City Council will consider the changes recommended by the
Investment Officers.
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City of Round Rock, Texas
Investment Strategy

In order to minimize risk of loss due to interest rate fluctuations, investment maturities will not
exceed the anticipated cash flow requirements of the funds. The investment strategy for all funds
is established according to the following priorities:

1) Investment suitability

2) Preservation and safety of principal

3) Liquidity |

4) Marketability prior to maturity of each investment
5) Diversification

6) Yield

Investment guidelines by fund-type are as follows:

1. Operating Funds

The current operating funds are used for day-to-day operating activities and, accordingly, require
short-term liquidity.

Suitability - Any investment eligible in the Investment Policy is suitable for the Operating
Funds.

Safety of Principal - All investments are to be of high quality instruments with no perceived
default risk. Market price fluctuations will, however, occur. By managing the weighted average
days to maturity for the Operating Funds portfolio to less than 360 days and restricting the
maximum allowable to three years, the price volatility of the overall portfolio will be minimized.

Marketability - Securities with active and efficient secondary markets are necessary in the event
of an unanticipated cash requirement. An efficient market is generally defined as a s bid-asked
price relationship being no greater than 1/4 of 1 percent of principal value.

Liquidity - Short term investment pools and money market mutual funds shall provide daily
liquidity and may be utilized as a competitive yield alternative to fixed maturity investments. .
Reserves established in accordance with the City’s cash reserves policy or designated for
specific purposes and time frames may be invested for longer terms
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Diversification - Diversified investment maturities shall provide monthly cash flow based on the
anticipated operating needs of the City. Short term investment pools, money market mutual
funds and staggered maturities of securities shall provide timely liquidity and may be utilized.

Yield - Attaining a competitive market yield for comparable security-types and portfolio
restrictions is the desired objective. The comparative yield of a like-term treasury bill shall be
the minimum yield objective.

2. Debt Service Funds

Suitability - Any investment eligible in the Investment Policy is suitable for the Debt Service
Funds.

Safety of Principal - All investments are to be of high quality instruments with no perceived
default risk. Market price fluctuations will, however, occur. By managing the Debt Service
Fund’s portfolio to not exceed the debt service payment schedule, the market risk of the overall
portfolio will be minimized.

Marketability - Securities with active and efficient secondary markets are not necessary as the
event of an unanticipated cash requirement is not probable.

Liquidity - Short term investment pools and money market mutual funds shall provide daily
liquidity and may be utilized as a competitive yield alternative to fixed maturity investments.

Diversification - Short term investment pools, money market mutual funds and staggered
maturities of securities shall provide timely liquidity and may be utilized.

Yield - Attaining a competitive market yield for comparable security-types and portfolio
restrictions is the desired objective. The comparative yield of a like-term treasury bill shall be
the minimum yield objective.

3. Capital Project Funds

Suitability - Any investment eligible in the Investment Policy is suitable for the Capital
Improvement Funds. '

Safety of Principal - All investments are to be of high quality instruments with no perceived
default risk. Market price fluctuations will, however, occur. By managing the Capital Project
Fund’s portfolio to anticipate the construction and or acquisition cash flow requirements, the
market risk of the overall portfolio will be minimized.

Marketability - Securities with active and efficient secondary markets are necessary in the event
of an unanticipated cash requirement.
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Liquidity - Funds used for construction programs have reasonably predictable draw down
schedules. Therefore, investment maturities shall generally follow the anticipated cash flow
requirements. Because of the potential for variance from the anticipated draw down schedule
and actual expenditures most investment securities shall have active and efficient secondary
markets. Investment pools and money market mutual funds are suitable for providing readily
available funds.

Diversification - Diversified investment maturities shall provide monthly cash flow based on the
anticipated operating needs of the City. Short term investment pools, money market mutual
funds and staggered maturities of securities shall provide timely liquidity and may be utilized.
Bond proceeds may be invested in a single security or investiment if the Investment Officers
determine that such an investment is necessary to comply with Federal arbitrage restrictions or to
facilitate arbitrage recordkeeping and calculation.

Yield - Attaining a competitive market yield for comparable security-types and portfolio
restrictions is the desired objective. The comparative yield of a like-term treasury bill shall be
the minimum yield objective.

4. Debt Service Reserve Funds

Suitability - Any investment eligible in the Investment Policy is suitable for the Debt Service
Funds. Bond ordinance constraints and insurance company restrictions may create issue-specific
considerations in addition to the Investment Policy.

Safety of Principal - All investments are to be of high quality instruments with no perceived
default risk. Market price fluctuations will, however, occur. By managing the Debt Service
Reserve fund’s portfolio to not exceed five years or maturity provisions or, generally, the call
provisions of the bond issue, the market risk of the overall portfolio will be minimized.

Marketability - Securities with active and efficient secondary markets are not necessary for Debt
Service Reserve funds. *

Liquidity - Debt Service Reserve funds have no anticipated expenditures. Therefore, liquidity
up to the maturity date or call date is of minor importance.

Diversification - Market conditions and the arbitrage regulations influence the attractiveness of
staggering the maturity of fixed rate investments for Debt Service Reserve funds. At no time
shall the final debt service payment date of the bond issue be exceeded in an attempt to bolster
yield.

Yield - Attaining a competitive market yield for comparable security-types and portfolio

restrictions is the desired objective. The comparative yield of a like-term treasury bill shall be
the minimum yield objective. Arbitrage regulations should be heeded in investing for yield
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Addendum A

CITY OF ROUND ROCK, TEXAS
AUTHORIZED LIST OF BROKER/DEALERS

1. First Southwest Company
325 North St. Paul Street, Suite 800
Dallas, TX 75201-4652
877-887-3792

2. Frost Capital Markets
100 West Houston Street
San Antonio, TX 78296
800-438-4891

3. Cantor Fitzgerald *
14185 Dallas Parkway, Suite 870
Dallas, TX 75254
800-883-6332

4. Coastal Securities
5555 San Felipe, Suite 2200
Houston, TX 77056
800-681-4121

5. RBC Capital Markets, LLC *
2711 N. Haskell Avenue, Suite 2500
Dallas, TX 75093
866-410-5833

6. Duncan-Williams, Inc.
9801 Westheimer #302
Houston, TX 77042
800-266-5652

7. Vining-Sparks IBG, L.P.
775 Ridge Lake Boulevard
' Memphis, TN 38120
800-829-0321

* Federal Reserve Primary Dealer
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