


June 21, 2018

President Roach advised the Board that staff had identified housekeeping
changes to be made to KUB’s Cash Investment Policy. The resolution is a
recommendation from the Audit and Finance Committee. She recognized Mark
Walker, Chief Financial Officer and Senior Vice President to review the details of
the proposed resolution.

President Roach recommended adoption of Resolution 1381 on first and final
reading. Her written recommendation is included in Attachment 1.

Upon a motion by Commissioner Askew and a second by Commissioner Small,
Resolution 1381 (Attachment 1) was adopted by a roll call vote on first and final
reading. The following Commissioners voted “aye”: Askew, Hamilton, Herbert,
Pinnell, Simpson-Brown, Small, and Worden. No Commissioner voted “nay”.

Resolution 1382, A Resolution Authorizing and Approving the Sale of
Certain Surplus Real Property of the Electric Division of the Knoxville
Utilities Board (“KUB”) Located Adjacent to KUB’s Electric Substation on
Thorngrove Pike in Knoxville, Tennessee

President Roach recognized Michelle Wilson, Manager of Procurement, to
provide details of the proposed resolution requesting the Board declare a vacant
tract owned by KUB’s electric division as surplus real property. The property is
6.72 acres of land adjacent to KUB’s East Knox substation on Thorngrove Pike.

President Roach recommended adoption of Resolution 1382 on first and final
reading. Her written recommendation is included in Attachment 2.

Upon a motion by Commissioner Small and a second by Commissioner Pinnell,
Resolution 1382 (Aftachment 2) was adopted by a roll call vote on first and final
reading. The following Commissioners voted “aye”: Askew, Hamilton, Herbert,
Pinnell, Simpson-Brown, Small, and Worden. No Commissioner voted “nay”.

President’s Report
Organizational Risk Assessment

President Roach advised Commissioners that there are inherent risks involved in
the daily operation of KUB’s four utility systems. She recognized Eddie Black,
Senior Vice President, to provide an update on how KUB identifies and manages
these risks.

TeenWork Class of 2018
President Roach recognized Leslye Hartsell, Director of External Relations, to

provide an update on KUB’s TeenWork program. Ms. Hartsell also recognized
the TeenWork students and their mentors in attendance at today’s meeting.
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Exhibit A

Knoxville Utilities Board
Investment Policy

July 2018

Scope.

This Investment Policy (“Policy”) of the Knoxville Utilities Board (“KUB”)
governs the investment of all non-pension funds of KUB, whether
invested directly by KUB, or on behalf of KUB by a third-party (portfolio
manager). These funds include the following:

General Fund

Operating Contingency Reserve Fund

Bond Sinking Fund

Bond Proceeds Fund

Economic Development Fund

Other Funds approved by the KUB Board of Commissioners

Objectives.

The primary objectives of KUB’s investment activities in descending
order of priority are as follows:

1. Safety. Safety of principal is the most important objective of KUB’s
investment program. Investments shall be undertaken in a manner
that seeks to ensure the preservation of capital in the total
investment portfolio.

2. Liguidity. KUB’s investment portfolio should remain sufficiently
liquid to meet all operating requirements that may be reasonably
anticipated.

3. Yield. KUB’s investment portfolio shall be designed with the
objective of attaining an approximate market rate of return
throughout economic cycles, taking into account the safety of
principal and liquidity needs. KUB will establish a benchmark
target(s) for measuring performance results as applicable, with said
benchmark(s) to be determined by the Investment Advisory
Committee, as provided for in Section 1V below, and approved by
the KUB Board of Commissioners’ Audit and Finance Committee.
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J. Prime commercial paper which is rated at least A1 or
equivalent by at least two nationally recognized rating
services.

2. Proceeds of bonds, notes, and other obligations and reserves.
These funds may be invested in obligations, which are rated in
either of the two highest rated categories by a nationally recognized
rating agency of such obligations. The investment must also be a
direct general obligation of a state of the United States, a political
subdivision or instrumentality thereof, having general taxing
powers, and have a final maturity on the date of investment of not
to exceed forty-eight months or that may be tendered by the holder
to the issuer thereof, or an agent of the issuer, at not less than
forty-eight month intervals (T.C.A. 6-56-106).

3. Collateralization. In accordance with T.C.A. 9-4-105 and 9-4-111,
with the exception of the amount of funds protected by the FDIC,
collateralization at 105 percent (valued at market) will be required
on all investments. A custodial trust agreement with a Federal
Reserve member bank to provide for the custody of the purchased
securities is required prior to any transaction (T.C.A. 9-4-107). A
security agreement (in the form provided by KUB) with the
institution providing the investment is also required prior to any
transaction. The security agreement must be in writing and
executed by the depository institution contemporaneously with the
acquisition of the asset. In lieu of the foregoing, collateralization
may be provided by the financial institution through the state of
Tennessee collateral pool.

Collateral which is authorized for use is limited by T.C.A. 9-4-103
and this Investment Policy to the following:

A. Bonds of the United States or any of its agencies.

B. Obligations guaranteed by the United States or any of its
agencies, the payments of which are fully guaranteed both
as to principal and interest by the United States.

C. Bonds of the state of Tennessee, including any revenue
bonds issued by any agency of the state specifically
including institutions under the control of the state board of
regents, the board of trustee of the University of
Tennessee and bonds issued in the name of the state
school board authority.

D. Bonds of any utility district, county or Municipal Corporation
of the state of Tennessee.

E. Bonds that are rated “A” or higher by any nationally
recognized rating service and which are issued under the
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L. KUB shall require the custodian to provide, after any daily
activity, a written statement of all account transactions.

M. KUB shall maintain all applicable records pertaining to
individual repurchase agreements pursuant to Tennessee
state law (T.C.A. 10-7-404).

VIIl. Reporting Requirements.

1. Methods. The following reporting requirements shall be applicable
for KUB’s investment program:

A. A daily report of all KUB investment activities, including
investments managed directly by KUB and/or a third-party
portfolio manager on behalf of KUB, shall be prepared by
KUB personnel responsible for such activities. This report
shall be provided to the Manager of Accounting.

B. A monthly report listing all investments held by KUB shall
be prepared and submitted to the CFO by the Manager of
Accounting. This report shall also be submitted to each
member of the Investment Advisory Committee. This
monthly report will include investments by division.

C. Applicable KUB investments shall be reported monthly on
a marked to market basis. The marked to market value of
the investment shall be reported on KUB'’s financial
statements accordingly. Values uses to reflect the market
value of these investments shall be obtained from a
reputable and independent source.

D. In the event KUB uses a third-party portfolio manager to
invest funds on the behalf of KUB, the portfolio manager
shall prepare a written report each quarter detailing all
investment activity for the period including a discussion on
performance in relation to any benchmarks. This report
shall be provided to the Chief Financial Officer and each
member of the Investment Advisory Committee.

E. The Chief Financial Officer and/or the Vice President of
Finance shall provide a periodic investment review to the
Board’s Audit and Finance Committee, the frequency of
which shall be determined by the Audit and Finance
Committee; however, such review shall occur no less than
annually. This review shall include a detailed overview of
overall investment performance for the previous year
including a comparison against any applicable
benchmarks. This review shall also address the impact of
investment performance on KUB's overall financial
performance for the year, including a discussion of any
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