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DEFINED BENEFIT RETIREMENT SYSTEM OF OKLAHOMA COUNTY

INVESTMENT POLICY AND GUIDELINES

INTRODUCTION

Investment instruments that are legal for the Defined Benefit Retirement System
of Oklahoma County, are described in Sections 852 and 953.1, Title 19 of the
Oklahoma State Statutes. When making investment and money management decisions,
the County Treasurer shall make all decisions in accordance with the above
referenced Statutes and all other applicable Statutes,

The purpose and main objective of an investment is to assure the safety,
liquidity and return on investments of the Retirement system. The bank balance
and investments are maintained and monitored on a daily basis to insure safety,
liquidity and yield. The Cocunty Treasurer's responsibility is to maintain
accurate and timely records of all Retirement investments and bank balances.

The County Treasurer shall invest the Retirement funds under his .control, with
respect to his good judgment and good business practice. The Retirement funds
that are in the custody of the County Treasurer, for any given fiscal year, and
not immediately necessary for expenditure, shall remain in income-producing
investment wehicles at all times. The Retirement fund of Oklahoma County
utilizes a repurchase agreement as an investment option.

Befcre the County Treasurer may invest money in any financial institution, he
must be furnished with a copy of the institution's charter, which states that the
institution is insured by the Federal Deposit Insurance Corporation (FDIC). In
1989, & new law was enacted by Congress. This law transferred the
responsibilities of the former Federal Savings and Loan Insurance Corporation
(FSLIC) to FDIC. As a result, the FDIC now insure deposits in banks using the
{(Banks Insurance Fund), as well as Savings Assoclations using the (Savings
Assoclation Insurance Fund).

The institution's charter, along with a written reqguest to become a depository
Institution with Oklahcma County, 1& presented to the Board of County
Commissioners for approval. Also, the Board of County Commissioners approves a
list of all financial institutions that the County wishes to invest monies cn a
fiscal year basis. County deposits and/or investments may be deposited at any
depository institution 1n Oklahoma County, providing they meet all the
requirements mentioned above.

The County Treasurer manages and maintains all of the investments for the Defined
Benefit Retirement fund on & daily basis. The Board of County Commissicners will
approve the County Treasurer along with other persons to maintain and invest the
Retirement funds.

{Appendix A}
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Acceording to Title 18, Section 952.1, of the Oklahcma State Statutes, the
Retirement Board of Trustees Oklahoma County shall be composaed of nine (9)

memscers. The nine members are designated as follows:

1. Treasurer shall be the County Treasurer who shall be the treasurer of
the board cf trustees

2. Clerk shall be the County Clerk who shall be the clerk of the board
of trustees :

3. Chairman Shall be the Chairman of the Board of County Commissioners

4, Member Elected by the employees of Cklahoma County

5. Menber Elected by the employees of Oklahoma County

6. Member Elected by the employees of Oklahoma County

7. Menber Shall be a retiree elected by the employeas of Cklahoma County

8. Member One member to be appointed by the Chairman of the Board of

County Commissioners subject to the approval of a majority of
the Board of County Commissioners.

9. Member One member to be appointed by the Chairman of the Beard of

County Commissioners subject to the approval of a majority of
the Board c¢f County Commissicners.

DEFINED BENEEFIT EUND

Every county has the authority tec establish a retirement fund and system. The
Retirement Fund of Oklahoma County presently consists of contributions paid by
the County for the employees to the Treasurer (County Treasurer)} of such fund.

The main purpose of the Retirement Fund of Oklazhoma County is to establish a
sound retirement system, whereby employees of Oklahcma County who have attained
retirement age may be retired from active service, to enable the accumulation or
reserves for themselves and their dependents, to provide for termination of
employment, and to provide for retirement and death bhenefits for those employees
remaining as participants of the Defined Benefit Retirement Plan.

Mcnies in the retirement fund shall be used solely for that fund. Cost and/or
expenses incurred in connection with the retirement fund must be paid from the
retirement fund. Such expenses may include actuarial consultants, investment
managers, financial consultants, institutional custodian services, ccmmission
resulting for the purchase and sale of assets, and all other cost and expenses
related to those services provided for the retirement fund.
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DEFINED CONTRIBUTION PLAN

Effective July 1, 1991, all full time employees wére given the option to remain
in the existing retirement plan {Defined Benefit Plan) or to participate in the
new plan {Defined Contribution Flan}. This plan is described in Title 19,  956.2

of the Oklahoma State Statutes. The County deposit contributions on behalf of
the employees. This plan is presently administrated by Invest Trust, N.A.

The major differences between the old {Defined Benefit Fund) and the new {Defined
Contribution Fund)}, the new plan, retirement accounts are maintained in the
individual name, each employee controls his/her investment strategy and the
County has no actuarial liability after his/her retirement.

STATUTORY GUIDELINES AND REQUIREMENIS

In accordance with the provisions of Title 1%, Section $%53.1 of the Oklahoma
Statutes, the Treasurer must manage the retirement fund with respect to the
guidelines and reguirements described below:

A, The Retirement Board shall discharge their duties with respect to the
retirement system solely in the interest of the participants and
beneficiaries and:

1. For the exclusive purpose of:
a. Providing benefits to participants and their beneficiaries,
b. gggraying reasonable expenses of administering the retirement
system;
2. With the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. By diversifying the investments of the retirement system so as to
ninimize the risk of losses, unless under the circumstances it is
clearly prudent no to do so.

B. The monies of the retirement system shall be invested only 1in assets
eligible for the dinvestment of funds of legal reserve life insurance.
cempanies in this state as provided for in Sections 1602 through 1611,
1613 through 1620, and 1622 through 1624 of Title 36 of the OQOklahcma
Statutes.

C. The Retirement Board may procure insurance indemnifying the members of the
Board from perscnal loss or accountability from liability resulting from a
member’s acticn or inaction as a member of the Board.
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The Retirement Board may establish an investment committee. The investment

commlittee shall consist of not more than five (5) members of the Board
appointed by the chairman. The committee shall make recommendations to the
full beoard of trustees on all matters of the assets of the retirement
system with regards to establishing the investment fund managing
guidelines, and planning future investment policies. The committes shall
have nc authority to act on behalf of the Board. Recommendations of the
cemmittee shall not have any effect as an action of the Board nor take
effect without approval of the Board.

The Retirement Board may retain qualified investment managers to provide
for the investment of monies of the retirement system. The investment
managers shall be chosen by the solicitation of proposals on a competitive
bid system pursuant of standards set by the Board. Subject to the overall
guidelines set by the Board, the investment managers have full discretion
in the managing of those funds allccated te the investment manager. The
monies allocated shall be actively managed by the investment managers,
which may include selling investments, and realizing losses 1f such action
is considered advantageous to longer term return maximization.

Funds and revenues available for investment by investment managers or the
Board shall be placed with a custcdian selected by the Board. The
custodian shall be a bank or trust company offering custodial services.
The custodian shall be chosen by solicitation of a competitive bid system
pursuant to standards set by the Board. In compliance with the investment
policy and guidelines of the Board, the custodian bank or trust company
shall be contractually responsible for insuring that all monies of the
retirement system are invested in short-term interest bkearing investment
instruments at all times. If the custedian bank has not received directien
from the Treasurer (County Treasurer) of the retirement system as to the
investment of the monies of the retirement system in specific investment
vehicles, the custodian bank shall be contractually responsible to the
Retirement Board for investing the monies in appropriately collateralized
short-term interest-bearing investment vehicles.

Prior to Bugust 1lst of each year, the Board shall develop a written
investment plan for the retirement system.

After July ! and before Octcocber 1 of each year, the Retirement Board shall
publish an annual report in simple and easily understood language. This
report shall be submitted to the Board of County Commissioners and to the
members of the Retirement Board. The annual report shall cover the’
operation of the retirement fund during the past fiscal year. The annual
report shall also include several measures of investment value:

Acquisition Cost

Current Fair Market Value

Rate Of Returns by Category of Investment

Summary of the Results

Total Assets

Total Liabilities

Contributions

Any Other Information Desmed Necessary by the Board

o
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LEGATL INRVESTMENTS

Monies available shall only be invested in ellgible investments for retirement
funds. The County Treasurer shall have the auvthority to manage, maintain, and
invest the retirement funds in any or all of the securities describked in Title
13, Secticon 9532.1 and Title 36, Section 1602 threough 1611, 1613 through 1620, and
1622 through 1624 of the Oklahoma State Statutes: Banker's Acceptance shall not
be purchased by the Retirement fund.

A,

Bonds, notes, warrants and other evidences of indebtedness which are
direct obligations of the United States of America or for which the
full falth and credit of the United States of America is pledged for
the payvment of principal and interest;

Bonds and other evidences of indebtedness which are the direct
obligations of or which are secured or guaranteed as to principal
and interest by this state, or any state of the United States of
America or the District of Columbia where there exists the power to
levy tazes for the prompt payment of the principal and interest of
such bonds or evidences of indebtedness, provided that no such bond
or evidence of indebtedness shall be in default as to principal or
interest at the time of such investment;

Bonds or other evidences of indebtedness which are the direct
obligations of any county, city, town, village, school district,
sanitary district, park district or other political subdivision or
municipal corporation of this state or of any other state of the
United States of America or of the District of Columbis which shall
not be in default in the payment of either principal or interest of
any of its general obligations at the time of such investment;:

Bonds or other obligations which are pavyable from revenue or earning
specifically pledged therefore of a public utility, state or
municipally cwned, either directly or through civil divisions,
authority or public instrumentality of a state or municipality,
provided that the laws of the state or municipality authorizing the
issuance of such bonds or other obligations reguire that rate for
service be fixzed, maintained and collected at all times so as to
produce sufflcient revenue or earnings to pay all operating and
maintenance charges and both principal and interest of such bonds or
obligations, and provided further, that no such bond or other
obligations shall be in default as to principal or interest at the
time of investment;

Bonds, equipment trust certificates, or other evidences of
indebtedness issued by any solvent corporation, provided that any
such bonds or evidence of indebtedness shall be rated at the time of
purchase in any of the three highest classifications by at least one
standard rating service recognized by the comptroller of the
currency in determining the eligibility of securities for purchase
by naticnal banks;

Shares cr sacurities of any open-end or closed-end management type
investment company or investment trust registered under the
Investment Company Act of 194C, provided that the assets of such
investment company or investment trust, other than cash on hand,
shall] be on hundred percent (100%) in bonds. This fund shall be
non-fiscal and shall not be considered by the excise beoard in
computing any levy of said county; '
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Certificates of deposits of banks when such certificates of deposit
are secured by acceptable collateral as in the deposit of other

public monies that are fully insured by Federal Dsepcsit Tnsurance
Corporation.

Bonds secured by first mortgages; pass—through seclrities and
insured participation certificates representing interests in first
mortgages an insured mortgage pass-through certificates on one-to
four-family residences located in this state. {i.e. FNMA, GNMA,
FHLMC & SLMA)

GENERAL INVESTMENT GUIDELINES

A,

All retirement investment decislons shall be made with respect to
good judgment, care and prudence.

All retirement investment decisions must be approved by the County
Treasurer.

A1l retirement investments are approved by the Board of Trustees.

When funds are avallable, the utilization of competitive bidding is
required.

When a trade opportunity exists, the treasurer will determine if
such an opportunity is adwvantageous.

Securities must be held by an approved custodial bank.

The purchase of corporate bonds or debentures must be of the rating
service that 1s recognized by the comptroller of the currency.

The purchase of commercial paper must be limited to those rated
P1/Al by Standard and Poors or Moody's. i

The County Treasurer shall report the activity of the retirement
fund to the Retirement Board on a monthly basils.

All institutions are notified the day prior to the maturity date.

Never allow principal checks to be mailed. Arrangements are made
with all institutions that a messenger 1s provided to deliver
principal checks or to have the funds wired. Permission is given
for a representative from the County Treasurer's office to pick up
the principal check.

Deposits

When making a deposit ({interest payments, maturities, trades, etc.)
To the retirement fund, three {3} copies of the deposit slip are
needed. Copy cne{l}) 1s - necessary to accompany the original
depesit slip to the bank for validation. Copy two (2} is necessary
for the Treasurer's Bookkeeping Department and copy three (3) is
left in the deposit book. Any and all cther deposits (refunds,
contributions, ete¢.) Are handled by the County Clerk’s Office and
copies are distributed in the same manner. All deposits to the
Employees Retirement Fund must be made threough the County
Treasurer’s Office.
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Withdrawals

Any withdrawals (retirement payroll, retirement benefits, retirement
investments, etc), are presented to the County Clerk for payment.

When making a withdrawal for retirement investments, a withdrawal
request form must be completed and signed by an authorized
representative for the Treasurer’s Office and submitted ft¢ the
County Clerk’s Office for disbursement of funds. Other withdrawals
must be approved by the Retirement Board and presented to the County
Clerk’s Office for payment.

COLLATERAT,

The State Treasurer serves as custodian of the pledges to secure retirement
funds. The State Treasurer verifiles and authorizes the collateral that is to bs
pledged. The collateral is pledged jointly to the State Treasurer for and on
behalf of the depesitor. All depository banks and savings institutions must be
insured by the FDIC. High standards of safety and soundness must be met by the
depository bank and savings institutions in order to receive deposit insurance
from the insurance corporation.

Effective, July 1, 2000, Senate Bill 139 was signed eliminating the State
Treasurer from acting as the custodian for holding Collateral for local public
funds.

Effective, July 1, 2001, the State Treasurer’'s office placed rules and
regulations regarding the authorization for the Depositor’s to transfer the
Collateral for local public funds.

For the purpese of securing the wminsured funds depogited with a depository bank,
the security is pledged and conveyed to the Treasurer as security for the funds
as perfected interest in eligible securities owned by the Bank

Collateral is authorized and offered for the sole purpose of securing the
uninsured funds within any depository bank.

Due to the current economic cutlook, the risk of security for retirement funds
has become a major concern. The list of acceptable collateral to secure public
funds is provided below:

U.8. Treasury Obligations

General Obligaticn Bonds (State)

General Obligation Bonds (City—County School District)

Latter of Credit

Surety Bond
J.8. Treasury Bills are short—term (1l year or less) bills issued by the Treasury
of the United States with full faith and credit of the United States.

U.3. Treasury Notes and U.S$. Treasury Bonds are long term {1 year or longer)
certificates or bonds issued by the Treasury of the United States with full faith
and credit of the United States. U.3. Treasury Zero-Coupons is three months to
thirty years, issusd by the U.3. Treasury with full faith and credit of the
United States.

General Chligation Bonds are bonds issued by an agency of the State of Oklahoma
with full faith and credit of the State of Oklahoma. General Obligation Bonds
(state, county, city, and school district) are bends issued by any county, city,
and school districts in the State of Cklahoma Generally all General Obligaticn
Bonds are rated monthly and will have a one, two, or three rating, depending on
the financial situation of each respective entity. To maintain proper coverage,
the deposits in any one institution should be matched against the market wvalue of

8
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the collateral, less the amount insured by the FDIC. However, should the market
value fall below the amount of deposits in any one institution, then the deposit
should be lowered accordingly.

Letter of Credit or “LOC" means a definite undertaking in writing by a federal
agency or instrumentality and authenticated by an autherized signature, to =a
local public entity as beneficiary, at he request of a financial institution with
local public entity funds on deposits, to honor the financial institution’s dubty
to returan such funds on demand or on a date certain for time deposits,

Surety Bond means a bond or insurance policy which guarantees the obligations of
a financial institution holding local public entity funds on deposit, to make
paymant on such deposits or the local public entity when due.

Pledging collateral instruments:

When providing collateral instruments as security for public entity deposits the:
A, The financial institution shall:
1. Complete the original instrument Pledge From
2., Attach a copy of he Pledge Form
3. Obtain the signature of the Duly Authorized Officers of the Pledgor Bank
of the collateral Instruments Pledge Form
B. The treasurer shall:
1. Review the documents, and if approved, execute the Pledge Form and
attach a copy of the collateral instrument, and retain original Pledge Form
and collateral instrument.
2. Forward one {1} copy of the Pledge Form to the pledgor bank
C. The federal agency/instrumentality or insurande company issuing the
collateral shall provide he the treasurser with a monthly Iisting

Releasing collateral instruments:

The pledgor bank will only be allowed to release collateral instruments when
there is no longer any of the public entity’s funds on deposit or when the amount
of the remaining collateral instruments and the fair market value of remaining
collateral securities is equal to or greater than the required amounts.

When releasing collateral instruments:

A. The pledgor bank shall complete the release portion on a copy of he original
Pledge Form for the collateral instrument and forward it to the treasurer.
B. The Treasurer shall
1. Review document and if approved, execute tha release the portion of the
Pledge Form by signing and dating.
2. Return one copy to the Pledge Form to pledgor bank.
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GLOSSARY

ACCRUEBD INTERESTT the interest that has accumulated since the date of issuance or
since the last coupon payment period, but not yet rsceived.

BANK BALANCE: the amount of meney that is actually in the bank at any given time.

BASIS PRICE: price expressed in yield to maturity, also known as the annual rate
of return cn an investment.

BID PRICE: the price that is offered to an owner to sell a particular security.
BLOCK: securities offered and scld in the form of units.
BOOK BALANCE: the amount of money that is actually on the County's books.

CASH SETTLEMENT: delivery and payment for securities on the day the trangaction
takes place.

CLEARING: the process by which credit is received from the collection of checks.

COLLECTED BALANCE: the amount of money that is actually in the bank and available
for use.

COLLATERAL: securities pledged by a financial institution to secure public funds.

COUPON: the interest ratse (or coupon) of a bond at the stated annual interest
rate of the issue and 1s expressed as a percentage of its face wvalue.

DISCOUNT: when the cost is below par amount, a reduction in the price of a
security - the difference between selling price and the face value at maturity

when sold below face value. A bond price below i1ts par value i1s described as
being priced at a discount.

FULL FAITH AND CREDIT: the unconditicnal guarantee of any agency of the United
States Government.

INVESTMENT RATE: rate payable on borrowed monies.

INVESTMENT PORTFCLIC: collection of all securities, certlficate of deposits,
savings accounts, etc. held by the County for the purpcse of making a profit.

LIQUIDITY: the ability to convert a security into cash within a reasonable time,
with a minimum risk of principal.

MATURITY: date at which the principal becomes due and payable.

PAR AMOUNT: the face value of a security, shown on the face cof the document -in a
specific dollar amount, also the amount due at maturity.

10
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PLEDGED SECURITIES: securities owned by a financial institution, which are
pledged as collateral for funds deposited by the county. Types of pledged assets
are specified by law

PORTFOLIO: the collection of all securities for the purpose of trading, by
Oklahoma County.

PREMIUM: the purchase of a security in which the price paid, exceeds the par
value, or the amount by which a bond's market price exceeds it face value.

PRINCIPAL AMCUNT: the face or par value of an instrument that does not include
dny accrued interest. This is usually the amount paid for the security. '

REGULAR SETTLEMENT: delivery and payment for securities the day after the
transaction takes place. :

RECEIPT DATE: the day the investment or transaction is handled.
ROLL OVER: reinvesting principal and accrued interest from a matured investment.
QUOTE: the offer to buy, or to sell a security at a particular time.

SAFEKEEPING: a service offered by financial institutions where investments are
held in their vault for protection.

SECURLTIES: investment instruments such as bills, bonds, notes, etec.
SETTLEMENT DATE: the day the investment or transaction is actually settled.

SPREAD: the difference between the amount pald when a security is bought and the
amocunt recelved when a security is sold.

TRADE DATE: the day the transaction is agreed upon.

TRADER: an individual or a representative who buys and sgells securities for the
purpose 1 of making profits.

YIELD: the yleld on a note or bond is the rate of annual income returnexpressed
as a percentage.
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