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ANNUAL INVESTMENT REPOR丁

The Amua=nvestment Report (AIR) of the Ecto「 County independent SchooI Dist「ict

(Schooi Dist「ict) fo「 the yea「 ended June 30, 2016 is subm皿ed fo「 your 「eview and

approval. ThiS 「ePOrt W川consoiidate the investment requi「ements that a「e mandated by

the Pubiic Funds lnvestmentAct, Texas Govemment Code (Chapte「2256). inciuded a「e

「eports on investment balances and investment income, aiong with 「equi「ed investment

POlicy review and app「ovai of t「ai両g sessiOnS from independent sou「ces a=d selection of

b「oker/deaie「s, and seiectiOn Of investment o苗ce「s fo「 the

2016-2017 fiscai yea「.

iNVESTMENT REPORT

The Schooi District lnVeStment POrffoIio, at amO面zed book value, Shows a dec「ease of

approximateiy $103 m=iion, f「om $197 mii=on in FY 2014-2015 to $94 m冊on in FY

2015-2016. The gene「al fund investments dec「eased $57.2 miilion f「om the p「io「 yea「.

Ofthis, $8 mi=ion is f「om an inte血nd t「ansfe「due to the Bond fund and $3.9 milIion is

f「om an inte血nd t「ansfe「 due f「om Food Service. The othe「 $52.9 miiiion dec「ease in

Gene「ai fund is due to inc「eased maintenance and imp「0Vement eXPenditu「es. ln

addition, debt serviCe fund investments dec「eased by app「oximateiy　$3.5　m川ion

Prima「iiy due to bond payments The medica=「ust fund investments dec「eased by $1.9

miiiion to $7.4 m冊on due to timing on ciaims. The Food Service fund dec「eased $4.6

m冊on due to payment to smaii equipment and capital fund expend血「es. The capitai

P「Ojects fund dec「eased by　$35.3　million due to the pu「chase of p「operty and

COnSt「uCtion fo「 the capitai p「ojects. The decrease in the wo「ker’s compensation fund by

app「oximateiy?600,000 is due p「ima「了iy to a dec「ease ln liab冊es. Because of the

inC「eaSe in interest 「ates言nvestment income inc「eased app「oximateiy $554,000 f「om

?100,000 in fiscaI yea「 2014-2015 to app「OXimateiy $654,000 in fiSCai yea「 2015-2016.

inte「est 「ates increased du「Ing the 2015-2016 tweive month pe「iod Using the TexPooi

inte「est 「ates as a benchma「k言he 2015-2016 ave「age ea「ning 「ate WaS.2125%, an

inc「ease f「om.0425%言he 「ate fo「 fiscal pe「iod 2014-2015.

iNVESTMENT POLiCY

As 「equi「ed by the PubliC Funds lnvestment Act, Texas Gove「nment Code

(2256.005(e)〉, the gove「ning body of an investing entIty Shaii 「eview its investment

POiicy and st「ategies not less than annuaiiy・ As a part of the Annua=nvestment Report,

We aSk that the Boa「d 「eview and app「ove the investment poiicy. The「e a「e no majo「

Changes to the investment Poiicy as p「esented The investment poiicy begins on page

15 oftheAiR.



1NVESTMENT OFFICERS

As 「equi「ed by the PubIic Funds investment Act, Texas Gove「nment Code (2256.005(f)),

the gover=ing body shaiI designate One O「 mO「e O鮒cers o「 empIoyees as investment

O冊cers to be 「esponsibIe fo「 the investment of its funds. We ask tha=he Boa「d review

and approve the investment o冊ce「s fo「 the fiscal year　2016-2017. The

recommendatjons for jnvestment o冊ce「s a「e located on page 35 of the AiR.

INVESTMENT SOURCES

As 「equi「ed by the PubIic Funds investment Act, Texas Gove「nment Code (2256.025),

a=east annua=y, reView, reVISe and adopt a iist of qualified b「Oke「s that a「e autho「IZed

to engage in investment t「ansactions wlth the SchooI Dist「ict The 「ecommendations fo「

autho「ized b「Oke「S a「e Shown on page 36.

1NVESTMENT TRAINING SOURCES

As required by the Public Funds lnvestment Act, Texas Gove「nment Code (2256.008(g)),

investment o冊ce「(S) sha=　attend investment t「aining f「om an independent souroe

approved by the goveming board・ On page 37 of the AiR is a listing for you「 review

and app「OVai.

GENERAL STA丁EMEN丁S

The General Accounting Standa「ds Boa「d (GASB) GASB 31, 「equires that investments

be reporfed at fai「 ma「ket value (FMV) except fo「 money market investments,

investments with matu「ities iess than 12　months at the time of pu「chase and

nonpa直icipating cont「acts (CD’s)・ At June 30, 2016, the SchooI Dist「ict did not have

any investments that qua旧ed for fai「 ma「ket vaiue recognition.

We, the approved investment o怖ce「s of Ecto「 County Independent SchooI Dist「ict,

he「eby ce巾fy that the fo=owing Amua=nvestment Report represents the investment

POSition of the Schooi District as of June 30, 2016言n compiiance with the Board

app「oved Investment Poiicy, the PubIIC Funds lnvestment Act- Texas Gove「nment

Code (Chapte「 2256) and gene「a=y ac∞Pted accounting principies (GAAP).

∴/完、∴∴
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:(FA旧VALUE) : (LOSS)　　　EARNED

$　　94iOO8,323　100・00%　$　　93i960・300　$　　(481024) $　　653,972

PRiOR YEAR COMPARiSON

2015-2016　　　　　　　　　　2014-2015

AMO尺TIZED AMO尺TIZED pERCENT

BOOK VALUE BOOK VA」UE CHANGE CHANGE





ECTO尺COUN丁Y’iNDEPENDENT SCHOOL DISTRICT

ANNUAL尺EPORT OF INVESTMENTS BYTYPE

WITH COMPARATlVE TOTALS

FORTHEYEAR ENDED JUNE30, 2016

(UNAUDITED)

UNREALIZED

AMORTIZED MARKET GAIN INTEREST

B○○K VALUE　　　%　　(FAIR VALUE)　(LOSS)　　　EARNED

$　　51,868,906　　55・17% $　　51,868,906 $　　　　　- $　186,520

1 I1 47,094　1 ・22%　　　1 ,1 46,762　　　　(332)　　　4,839

532,959　　0・5了%　　　　　532,959　　　　　　　　　　　3,249

40・459i365　　43・04%　　　40I41 1 i672　　　(47i692)　　459・365

$　　94iOO8i323　10〇・00% $　　93i960・300 $臆　(48・024) $　　653i972

PRiOR YEAR COMPARiSON

$　　94IOO8i323　　　　　　$　197,086.018 $ (143I537,059)　-52.30%

部
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Ecto「Countyindependent

Schoo音District

漢NVES丁MEN丁　POLICY



Texas Gove「nment Code, Sec. 2256.005(e)

(e) The gove「ning body of an investing entity shali 「eview its investment poiicy and

inVeStment St「ategies not iess than annua=y. The gove面ng body sha= adopt a

Written lnSt「ument by 「ule, O「der, O「dinance o「 「esolution stating that it has 「eviewed

the inVeStment POiicy and investment st「ategies and that the written inst「ument so

adopted shali 「ecord any changes made to either the investment poilCy O「

investment st「ategies.

it is 「ecommended that the attached investment po=cy CDA (Legal) and CDA (Local) be

「eviewed and app「oved.



Ecto「 County lSD

O68901

0THER REVENUES

INVESTMENTS
CDA

(LEGAL)

A= investments made by a district sha= compIy with the Pubiic

Funds lnvestmentAct (l七XaS Gove「nment Code Chapte「 2256,

Subchapte「A) and訓fede「al, State, and locai statutes, rules o「

regulations. Gov’t code 2256.026

1nvestments sha= be made in acco「dance with w皿en policies ap-

P「0Ved by the board The investment poiicies must p「ima「iiy em-

Phasize safety of p「incipal and iiquidity and must add「ess invest-

ment dive「sification, yield, and matu「lty and the quaiity and

CaPabiiity of investment management. The policies mus=nc「ude:

1　A list of the types of autho「ized investments in which a dis-

trict’s funds may be invested;

2. The maximum a「iowabie stated maturity ofany individuai in-

VeStment OWned by the dist「ict;

3.　For pooled fund g「oups言he maxirf¥um do=a「weighted aver-

age matu「fty aliowed based on the stated matu「lty date of the

PO苗oiio;

4. Methods to monito「the ma「ket p「ice ofinvestments acqui「ed

With public funds;

5. A 「equi「ementfo「settlement of ali transactions, eXCePt in-

VeStment POOl funds and mutual funds, On a deiive「y ve「sus

Payment basis; and

6　Procedu「es to monitO「 「ating changes ln investments acqulred

With public funds and the liquidation of such investments con-

Sistent with the p「ovisions of Gove「nment Code 2256.021

[see LOSS OF REQUiRED RATING, belov申

Gov’t Code 2256. 005砂

The boa「d sha= 「eview ltS investment poiicy and investment st「ate-

gies not less than annually. The board shali adopt a w皿en in-

St「ument Sta師g that it has 「eviewed the inVeStment POlicy and in-

VeStment St「ategies and that the w皿en inst「ument so adopted

Sha= reco「d any changes made to eithe「 the investment poiicy o「

inVeStment St「ategies. Gov’t Code 2256.005(匂

A dist「ict sha= perform a compiiance audit of management cont「oIs

On investments and adhe「ence to the dist「ict’s estabiished invest-

ment policies. The complianCe audit sha= be performed in con-

junction with the an…a=inanciai audit. Gov’t Code 2256.005例

As part of the investment policy, a boa「d sha= adopt a sepa「ate

Written investment st「ategy for each of the funds o「 g「oup offunds

under the boa「d’s cont「oi Each investment strategy must desc「lbe

DATE ISSUED: 1113I2015

UPDATE lO3

CDA(LEGAL)-P



Ecto「 County iSD

O68901

0THER REV巨NUES

I NVESTMENTS

CDA

(LEGAL)

the investment objectiVeS fo「 the particuia「 fund unde「 the fo=owing

Priorities in order of importance:

1.　Unde「standing ofthe suitabi=ty ofthe investmentto the finan-

Ciai 「equi「ements of the dist「ict;

2.　P「eservation and safety of p「inCipal;

3.　Liquidity,

4.　Marketabi=ty ofthe investment ifthe investment needs to be

=q uidated befo「e matu「ity;

5.　Diversification ofthe investment portfoiio; and

6　　Yield.

Gov’t Code 2256. 005(少

Adist「ict sha11 designate one o「 mo「e o仰ce「s o「 empioyees as in-

VeStment O笛ce「(S) to be 「esponsibie fo「 the investment of its funds.

if the boa「d has contracted with anothe「 lnVeSting entity to invest its

funds, the investment o冊ce「 ofthe other investing entity is consid-

ered to be the investment o苗cer of the cont「acting boa「d’s district.

ln the administ「ation of the duties of an investment o冊cer, the pe「-

SOn desIgnated as investment o怖ce「 sha= exe「cise the judgment

and ca「e, unde「 p「eva=ing ci「cumstances that a p「udent pe「son

WOuid exe「cISe in the management of the pe「son’s own affairs, but

the boa「d 「etains the ultimate 「esponsibility as fiducia「ies of the

assets ofthe dist「ict. Un「ess autho「iZed by law, a Pe「SOn may nOt

deposit, Wlthd「aw, t「anSfer, O「 manage in any othe「 mamer the

funds of the district. Autho「ity granted to a pe「son to invest the dis-

t「ict’s funds is effective untii 「escinded by the dist「ict o「 untii term主

nation ofthe pe「son’s empioyment by a dist「ict, O「fo「 an lnVeSト

ment management firm, untii the expi「ation of the cont「act with the

dist「lCt. Gov’t Code 2256 OO5(り

A dist「ict o「 investment office「 may use the district’s empioyees o「

the services of a contracto「 ofthe diSt「iCt tO aid the lnVeStment Of-

fiCe「 in the executiOn Of the offlCer’s duties unde「 Govemment

Code, Chapte「 2256. Gov’t Code 2256.003砂

Within 12 months afte「 taking o怖ce o「 assuming duties, the chief

financial o冊Ce「 and the investment offlcer of a dist「ict shaii attend

at least one t「aining session f「Om an活dependent sou「ce app「oved

eithe「 by the boa「d o「 by a designated investment comm冊ee ad-

Vising the investment offlce「丁his initiai t「aining must contain at

ieast ten hou「s of inst「UCtion 「elating to their 「espective 「esponsibii-

itleS unde「 the Public Funds lnvestmentAct. Gov’t code

2256. 008(却
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丁he chief f了nancial office「 and the investment offlce「 must also at_

tend an lnVeStmentt「a而ng session not less than once in a two-

yea「 Pe「iod that beginS On the fi「st day of the district’s fiscal yea「

and consjsts of the two consecutive fiSCal yea「s afte「 that date, and

「eceiVe nOt less than eight hou「s of inst「uction 「elating to inVeSt-

ment 「esponsibiiities unde「 the Pub圧c Funds lnvestment Act f「om

an independent source app「oved bythe boa「d o「 a designated in-

VeStment COmmittee advising the investment o怖cer. 1f a dlSt「ict

has contracted with anothe「 inVeSting entity to lnVeSt the diSt「ict’s

funds言his t「aining 「equi「ement may be satisfled by having a boa「d

Offlce「 attend fou「 hours of app「opriate inst「uction in a two-yea「 Pe-

「iod that begins on the first day of the district’s fiscai yea「 and con-

Sists ofthe two consecutive fiscal yea「s afte「 that date. Gov’t Code

2256. 008佃-1)-(り

lnvestment t「aining sha= include education in investment cont「oIs,

SeCu「ity risks, Strategy 「isks, ma「ket 「isks, divers嗣cation of invesし

ment portfoliO’and compIiance with the Gove「nment Code, Chap-

te「 2256　Gov’t Code 2256.008毎)

lnvestments shaii be made with judgment and ca「e, under p「evaiL

ing ci「cumstances that a pe「son of p「udence, disc「etion, and intel-

1igence wouid exe「ciSe in the management of his o「 he「 own af-

fairs, nOt fo「 speculation, but fo「 investment, C○nSide「ing the

P「Obabie safety of capitai and the probable income to be de「ived.

lnvestments sha= be gove「ned by the foliowing objectives in o「de「

Of p「iO「時

1.　P「eservation and safety of principal;

2.　Liquidity;and

3.　Yieid

in dete「mining whethe「 an investment officer has exercised p「u-

dence with respect to an investment decision, the fo=owing shali be

taken into consideration:

1. The investment of a= funds了athe「than the p「udence of a

S'ngie investment’OVe「 Which the o冊ce「 had 「esponsib冊y.

2.　Whethe「the investment decision was consistentwith a

boa「d’s w皿en investment policy.

Gov’t Code 2256, 006

A dist「ict investment offlcer who has a pe「sonal business 「elation-

Ship with a business o「ganization offe「ing to engage in an invest-

ment transaction with the dist「ict shail flie a statement discIosing

that pe「sonal business inte「est. An investment office「 who js 「elat-
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ed within the second deg「ee by affinity o「 consangu面ty, aS dete「-

mined by Gove「nment Code Chapte「 573言O an indiVidual seeking

to seil an investment tc) the investment office「’s dist「ict shail file a

Statement disclosing that 「eiationship. A 「equired statement must

be f=ed with the boa「d and with the「七XaS Ethics Commission. Fo「

Pu「POSeS Of this policy, an investment offlCe「 has a pe「sonal busト

ness 「elationship with a business o「ga而zation if:

1　The investment o苗ce「 owns ten pe「cent o「 mo「e ofthe voting

StOCk o「 sha「es of the business o「ganization or owns $5,000

O「 mO「e Of the fai「 market value of the business o「ganization;

2.　Funds received bythe investment o苗ce「f「om the business

Organization exceed ten percent of the investment office「,s

g「OSS income fo「 the p「eviOuS yea「, 0「

3. The inVeStment Office「 has acqui「ed f「om the busineSS O「gan-

ization du「ing the p「evious yea「 investments with a book val-

ue of$2,50O o「 mo「efo「the pe「sonai account ofthe invest-

ment offlce「.

Gov’t Code 2256.005砂

Not less than quarterly, an investment offlce「 sha= p「epa「e and

Submit to a boa「d a w冊en 「eporf of investment transactions fo「 a=

funds cove「ed by the Pubiic Funds investmentAct fo「 the preced-

ing 「eporfing pe「iod This 「eport sha= be p「esented to a boa「d and

a supe「而endent, nOt less than quarte「Iy, Within a 「easonabie time

afte「 the end of the 「eporting period. The 「eport must.

1.　Contain a deta=ed desc「iption ofthe investment position of a

dist「icI on the date ofthe 「eport.

2.　Be p「epa「edjointiy and signed by a= dist「iCt investment o冊c-

3. Contain a summa「y statementfo「 each pooied fund group

(i.e., eaCh inte「na=y c「eated fund in which one o「 mo「e ac-

COuntS a「e COmbined fo「 investing pu「poses) that states the:

a. Begiming ma「ketvaIue fo「the 「eporting period;

b.　Ending ma「ketvaiueforthe pe「iod; and

C.　Fu=y acc「ued interestfo「the 「eporting pe「iod.

4. State the book va「ue and ma「ketvalue of each sepa「ately in-

VeSted asset at the end of the reporting pe「iod by the type of

asset and fund type invested.

5.　State the matu「ity date ofeach sepa「ateiy invested asset that

has a matu「ity date,
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6. State the account orfund o「 pooied g「oupfund in a dist「ictfo「

Which each ind面dua=nvestment was acqui「ed.

7.　State the compliance ofthe investment portfoiio of a diSt「ict as

it reiates to the district’s investment st「ategy exp「essed in the

dist「ict’s investment policy and reievant p「ovisions of Gov-

e「nment Code, Chapte「 2256.

1fa dist「ict invests in otherthan money ma「ket mutuai funds, in-

VeStment POOIs o「 accounts offered by its depository bank in the

fo「m of ce巾fiCateS Of deposit, Or mOney market accounts o「 slmila「

accounts, the reports sha= be fo「ma=y 「eviewed at least annua=y

by an independent audito「, and the 「esult ofthe 「eview shaiI be 「e-

POrted to the boa「d by that audito「.

Gov’t Code 2256 O23

A boa「d o「 a designated investment committee, ShalI, at ieast an-

nualiy, 「eView, reVise, and adopt a list of qualified b「oke「s that a「e

autho「ized to engage in investment transactions with a dist「ict.

Gov’t Code 2256 O25

Aboa「d may pu「Chase, Se町and invest its funds and funds under

its controi in investments desc「ibed beiow, in COmPliance with its

adopted lnVeStment POliCies and according to the standa「d of care

Set Out in this poiicy lnvestments may be made di「ectly by a board

O「 by a nonp「ofit co「po「atiOn aCting on behalfofthe boa「d o「an

inVeStment POOl acting on behalf oftwo o「 mo「e local gove「nments,

State agenCieS, O「 a COmbination ofthe two. Gov’t Code

2256. 003(a)

in the exe「ciSe Of these powe「s, a boa「d may contract with an in-

VeStment management firm 「egiste「ed unde「 the lnvestment AdviS-

e「SAct of 1940 (15 ∪.S.C. Section 80b-1 et seq.) o「With the State

Secu「ities Boa「d to p「ovide fo「 the investment and management of

itS Public funds or othe「funds under its cont「oi. Acont「act made

fo「 such pu「pose may not befo「 a te「m ionge「than two yea「s. A

「enewai or extension ofthe cont「act must be made by a boa「d by

O「de「, O「dinance, 0「 reSOlution. Gov’t code 2256.003砂

The foliowing investments are autho「ized fo「 diSt「icts, although the

boa「d may specify ln ltS lnVeStment POlicy that any such investment

lS nOt Suitabie, Pe「 Govemment Code 2256.0050):

1　Obligations, lnCiudlng iette「s of c「edit, Of the United States or

its agencies and instrumenta=ties, di「ect obllgations of the

State Of Ttxas o「 its agencies and inst「umentalitieS; COllate「ai-

ized mortgage obiigatiOnS directiy issued by a federai agency

O「 inst「umentality ofthe United States, the unde「iying secu「rty

fo「 Which is gua「anteed by an agency or inst「umentaiity of the
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United States; Othe「 obiigations, the p「incipai and而e「est of

WhiCh a「e unconditiona=y gua「a=teed or lnSu「ed by, 0「 backed

by the fuil faith and credit of, the state ofTexas, the United

States, 0「 thel「 「eSPeCtive agencies and instrumentalities, in-

Ciuding ob「igations that are fuliy gua「anteed o「 insu「ed by the

Fede「al Deposit insurance Co「po「atiOn (FDIC) o「 by the ex-

Plicit fu11 faith and c「edit of the United States; Ob=gations of

StateS, agenCies, COunties, Clties, and othe「 politica「 subdiv主

Sions of any state 「ated as to investment quality by a nationa」

iy 「ecognized inVeStment 「ating firm not less than A o「 its

equivaie申and bonds issued, aSSumed, 0「 gua「anteed by the

State Of lsraei・ Gov’t Code 2256.009佃)

The fo=owing investments a「e not autho「ized:

a. Obiigations whose payment 「ep「esents the coupon pay-

ments on the outstanding p「incIPal baiance ofthe undeト

Iying mortgage-backed security co=ate「a「 a=d pays no

P「incipa上

b. Obligatio=S Whose payment 「ep「esents the p「incipal

St「eam Of cash fiow f「om the unde「lying mortgage-

backed secu「ity coIlate「al and bears no inte「est.

C. Coilate「alized mo「tgage obiigatiOnS that have a stated fト

nai matu「ity date of g「eater than ten yea「s.

d. Co=ate「alized mortgage ob"gations the inte「est 「ate of

Which is determined by a両ndex that adjusts opposite to

the changes in a ma「ket index

Gov’t Code 2256. 009伯)

2. Cert浦cates ofdeposit o「 sha「e cert璃cates issued by a de-

POSitory institutiOn that has its main o冊ce o「 a branch o用ce in

「七XaS that is guaranteed o「 insu「ed bythe FDIC o「 its suc-

CeSSO「 O「the National C「edit Union Sha「e lnsu「ance Fund o「

itS SuCCeSSO「 and iS SeCu「ed by obligations desc「ibed in item

l above言ncluding mortgage-backed secu「ities di「ectly issued

by a federai agency o「 inst「umentaiity that have a ma「ket vai-

ue of not less than the p「incipai amount of the cert嗣cates [but

excluding those mortgage-backed securities desc「jbed in

Section 2256.009(b)] or secu「ed in any othe「 mame「 and

amou=t P「OVided by law for the deposits of the investing enti-

ty. Gov’t Code 2256.010(dy

in addition to the autho「ity to invest funds ln Ce輔icates of de-

POSit unde「 the p「evious section, an investment in ce輔cates

Of deposit made in acco「dance with the foliowing conditions iS

an autho「lZed investment unde「 Gove「nment Code 2256.010:
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a・ Thefunds are invested bythe dist「ictth「ough a b「oke「

that has its main offlce o「 a b「anch o什iCe in this state and

is selected f「om a音ist adopted by the dist「ict as 「equi「ed

by Govemment Code 2256・O25, 0「 a deposito「y institu-

tion that has its maln Offlce o「 a b「anch offlce in this state

and that is seiected by the district;

b. The b「oke「 o「 deposjto「y institution seiected by the dis-

trict a「「anges fo「 the deposit Of the funds in certificates of

deposit in o=e O「 mO「e fede「a=y i=Su「ed depos'tOry inst主

tutions’Whe「eve「 iocated) fo「 the accou=t Of the diSt「iet;

C.　The fu= amount ofthe principal and acc「ued inte「est of

each ofthe ce珊cates ofdeposit is insured by the Uniト

ed States o「 an instrumentality of the United States, and

d. The dist「ict appoints the depository institution seIected

by the district, an entity desc「ibed by Gove「nment Code

2257.O41 (d), O「 a Clea「ing b「oke「-deaie「 「egiste「ed with

the Secu「ities a=d Exchange Commission a=d ope「ati=g

Pu「Suant tO Securities and Exchange Commission Ruie

15c3-3 (17 C.FR. Section 240.15c3-3) as custodian fo「

the dist「iCt With respect to the cer揃cates of deposit is-

Sued fo「 the account of the district entity.

Gov’t c。de 2256.O7O作)

The活vestment poilCies may p「ovide that bids fo「 ce面ficates

Of deposit be so=cited oraliy言n w「itlng, eIectro面ca=y, O「 in any

COmbination ofthose methods Gov’t code 2256.005砂

3. Fuily coiiate「alized tepu「chase ag「eements” [as defined by

Gove「nment Code 2256.O= (b)] that have a deflned te「mina-

tion date笥「e SeCu「ed by a combination ofcash and obliga-

tiOnS Of the United States o「 its agencies and inst「umentai主

ties; 「equi「e the secu「ities being Pu「Chased by the dist「ict o「

CaSh held by the dist「ictto be pledged to the dist「ict, held in

the dlStrict’s name, and deposited with the district o「 a thi「d

Party Seiected and app「0Ved by the dist「ict, and a「e piaced

th「ough a p「ima「y gove「nment secu「ities deaie「, aS defined by

the Fede「al Reserve o「 a fina=Cia=nstitution doing business

in丁もxas. The te「m of any reve「se secu「ity 「epu「chase

ag「eement may not exceed 90 days afte「 the date the 「eve「se

SeCurity 「epu「chase ag「eement is delive「ed. Money 「eceived

by a dist「ict unde「 the terms of a 「everse secu「ity 「ePu「Chase

ag「eement shaii be used to acqui「e additionai autho「ized in-

VeStmentS, but the te「m of the autho「ized investments ac-

quired must mature not late「 than the expi「ation date stated in
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the 「eve「se secu「ity 「epu「chase ag「eement. Gov’t code

2256.011

4. Asecu「itieS lending p「og「am if:

a. Thevalue ofsecurities Ioaned is notlesstha= 100 pe「-

Cent COllate「alized, including acc「ued income, and the

ioan aliows for te「mination at any time;

b. Theloanissecu「edby:

(1) Pledged securities described by Gove「nment Code

2256.009;

(2) Pledged i「「evocable lette「s of c「edit issued by a

bank that is o「ganized and existing unde「the laws

Of the United States o「 any othe「 state and continu-

OuSly 「ated by at least one nationaiiy 「ecognized in-

VeStme=t 「ating fi「m at =Ot iess than A o「 its equiva-

ient;Or

(3) Cash invested in acco「dance with Govemment

Code 2256・009, 2256・013, 2256・014, 0「 2256.016,

C・ The te「ms ofthe loan 「equi「e that the secu「ities being

held as co=ate「al be piedged to the investing entity, heid

「n the investing entity’s name, and deposited atthe time

the investment is made with the entity o「with a third pa「

ty selected by o「 approved by the investing ent時and

d. The ioan is placedth「ough a prima「ygovemmentsecu「主

ties dea「e「 0「 a financiai institution doing business in this

State.

An ag「eement to lend secu「ities unde「 a secu「ities lending

P「Ogram muSt have a te「m of one yea「 o「 iess.

Gov’t Code 2256.0115

5. Banke「’s acceptancei With a stated matu「ity of270 days o「

fewe「 f「om the date of issuance that wi= be liquidated in fu= at

matu「ity) WhiCh is eligibie fo「 co=aterai fo「 bo「「owing f「om a

Fede「al Reserve Bank' and is accepted by a bank meeting

the 「equi「ementS Of Government Code 2256.012(4). Gov′t

Code 2256.012

6・ Comme「cial pape「that has a stated matu「ity of270 days or

fewe「f「Om the date ofissuance and is 「ated not less than A-1

O「 P-1 o「 an equivalent rating by at leasttwo nationa=y 「ecog-

nized c「edit 「ating agencies o「 by one =ationaIly 「ecogniZed

C「edit 「ati=g agenCy P「OVided the comme「ciai paper is fu=y
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SeCu「ed by an i「「evocabie iette「 of c「edit issued by a bank o「-

ganized and existing unde「 United States law o「 the law of

any state. Gov’t Code 2256.013

7.　No-load money ma「ket mutual funds that:

a・ A「e 「egiste「ed with and 「eguiated bythe Secu「ities and

Exchange CommissIOn;

b. P「ovide a dist「ictwith a p「ospectus and othe「 info「mat10n

requi「ed by the Secu「ities and ExchangeAct of 1934 (15

∪・S.C. 78a et seq ) 0「the lnvestment CompanyAct of

1940 (15 U.S.C. 80a-1 etseq.);

C Have a do「lar-Weighted average stated matu「ity of90

days or fewe「; and

d. lnclude in thei「 investment objectives the maintenance of

a stable net assetvaiue of$1 fo「 each sha「e.

Howeve「言nvestments ln nO-load money ma「ket mutual funds

Sha= be limited to the pe「centages autho「ized by Gove「nment

Code 2256.014(C).

8.　No」oad mutual funds that.

a・ A「e 「egiste「ed with the Secu「ities a=d Exchange Com-

mlSSiOn;

b.　Have an ave「age weighted matu「fty of less than two

yea「S;

C. Are invested exclusively in obligatio=S aPPrOVed by

Gove「nment Code Chapter 2256' S=bchapte「A, 「ega「d-

ing autho「ized investments (Pub"c Funds lnvestment

Act);

d. Are continuously 「ated by a=east one nationa=y 「ecog-

nized investment 「ating面m of not iess than AAA o「 itS

equivalent; and

e.　Confo「m to the requi「ements in Gove「nment Code

2256.016(b) and (C) 「elating tO the eligibility of invest-

ment pooIs to 「eceive and invest funds of investing entト

ties.

lnvestments in no-ioad mutual funds shali be limited to the

PerCentageS autho「ized by Gove「nme=t Code 2256.014〈c).

「n addition, a dist「ict may not invest any portion ofbond p「o-

Ceeds, 「eServeS, and funds heid fo「 debt service言n no-ioad

mutual funds desc「ibed in this ltem.

Gov’t Code 2256 O14
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9・ Agua「anteed investment cont「ac十, aS an investment vehicle

fo「 bond p「oceeds, if the gua「anteed lnVeStment COnt「act:

a.　Has a defined te「mination date.

b. is secu「ed by obligations desc「ibed by Gove「nment

Code 2256.009(a)(1), eXCluding those ob=gations de-

SC「ibed by Section 2256 0O9(b)言n an amount at least

equai to the amount of bond p「oceeds lnVeSted unde「

the cont「act.

C・ is piedged to a dist「ict and deposited with the dist「ict or

Wlth a thi「d party seIec十ed and app「oved by the dist「ict.

Bond p「oceeds, Othe「 than bond p「oceeds 「ep「esenting 「e-

ServeS a=d funds maintained fo「 debt service purposes, may

not be invested in a guaranteed investment cont「act with a

te「m longe「 than five yea「s f「om the date of issuance ofthe

bonds.

‾fo be eligibie as an autho「ized investment:

a. A boa「d must specifica=y autho「iZe guaranteed invest-

ment cont「acts as e=gible investments in the o「de「, Ord主

nance, O「 「eSOlution autho「izing the issuance of bonds.

b A district must 「eceive bids f「om at leastthree separate

P「OVide「s with no mate「ia川nancia=nte「est in the bonds

f「om which p「oceeds we「e 「eceived.

C. Adistrict must pu「chase the highestyieiding guaranteed

lnVeStment COntraCt fo「 whiCh a qualifying bid iS 「e-

Ceived.

d. The p「ice ofthe gua「anteed investment cont「act must

take血o account the 「easonabiy expected d「awdown

SCheduie fo「 the bond proceeds to be inVeSted.

e. The p「ovide「 must cerfify the administ「ative costs 「ea-

SOnab「y expected to be paid to thi「d parties in connec-

tion with the gua「anteed investment cont「act.

Gov’t Cc)de 2256. 015

10・ A pub「iCfunds investment pool meeting the 「equirements of

Gove「nment Code 2256.016 and 2256.01 9言f a boa「d autho「-

izes the investment in the particuia「 pool by 「esoiution. Gov’t

Code 2256.016,.019

11. Co「PO「ate bonds’Adist「ictthat qua「ifieS aS an issue「 as de-

fined by Gove「nment Code 1371 001 [see CCF] may pu「

Chase, Se町and invest its funds and funds unde「 itS COnt「Oi in
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“co「PO「ate bonds’’(as defined in Gove「nment Code

2256.0204(a)) that, atthe time ofpu「chase, a「e 「ated by a na-

tionaily 「ecognized investment 「ati=g fi「m “AA” o「 the equiva-

lent and have a stated final matu「ftythat is not late「than the

thi「d annive「sary of the date the co「po「ate bo=ds we「e pu「-

Chased. Gov’t Code 2256.0204伯)-砂

The dist「ict is not authorized to:

a・ lnvest in the agg「egate mo「e than 15 pe「cent ofits

month「y ave「age fund baia=Ce, eXCiuding bond p「o-

Ceeds, 「eServeS, and othe「 funds held fo「 the payment of

debt service, in co「po「ate bonds; O「

b. lnvest mo「e than 25 pe「cent ofthe funds invested in

CO「PO「ate bonds in any o=e domestic bus'neSS entity言n-

Cluding subsidia「ies and a制ates of the entity.

Gov’t Code 2256.0204砂

The dist「ict may pu「chase, Se=, and invest its funds and funds

unde「 ltS COnt「Oi in corpo「ate bonds if the boa「d.

a"　Amends its investment policy to autho「ize co「po「ate

bonds as an eiigibie inVeStment;

b. Adopts p「ocedu「es to p「ov'de fo「 monito而g 「ating

Changes in CO「PO「ate bonds acqui「ed with public funds,

and liquidating the investment in co「po「ate bonds; and

C. 1dentifies the funds eiigible to be invested in co「po「ate

bonds,

Gov’t Code 2256. 0204(匂

The district investment offlce「, aCting on behalf of the dist「ict,

Shali seli co「porate bonds in which the dist「ict has invested its

funds not late「 than the seventh day afte「 the date a nationa=y

「ecognized investment rating firm:

a. issues a 「eiease that places the co「po「ate bonds o「the

domestiC business entity that iSSued the corporate bonds

On negative c「edit watch o「 the equivaient言f the co「po-

「ate bonds a「e 「ated “AA’’or the equivalent at the tIme

the 「elease is issued; O「

b. Changes the 「ating on the co「porate bonds to a 「ating

lowe「 than l《AA” or the equivalent.

Gov’t Code 2256. 0204(り

Co「po「ate bonds a「e not an eligible investment fo「 a pub"c

funds investment pool. Gov’t c。de 2256.0204佃)

1「of13
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A dist「ict is not 「equired to liquidate investments that we「e autho「_

ized investments at the time of pu「chase, Gov’t code 2256.O17

A= investme=t that requi「es a m面mum 「ating does not quaiify as

an autho「lZed investment du「ing the pe「iod the investment does

not have the minimum rating. A dist「ict sha= take a= p「udent

measu「es that a「e co=Sistent with its investment po=cy to音iquidate

a= investmentthat does not have the m面mum 「ati=g. Gov,t code

2256, 02 1

A w皿en copy of the investment policy sha「i be p「esented to any

Pe「SOn Offe「ing to engage in an investment t「ansaction with a dis-

t「ict o「 to an investment management firm unde「 cont「act with a

dist「ict to invest o「 manage the district’s investment porffolio. Fo「

PurPOSeS Ofthis section, a business o「ganization includes lnVeSt-

ment pooIs and an investment management fi「m unde「 cont「act

With a dlSt「iCt tO invest or ma=age the dist「ict,s investment portfo=o.

The quaiified represe=tative ofthe business o「ganization offe「ing to

engage in an investment t「ansaction with a dist「ict shail execute a

Written inst「ument in a fo「m acceptable to the district and the bus主

ness o「ganization substantiaily to the effect that the busineSS Or-

gan了zation has:

1. Received and tho「oughiy 「evieWed the dist「ict investment pol-

icy;and

2. Acknowledged thatthe business o「ganiza十ion has impiement-

ed 「easonable p「ocedu「es and cont「ois ln an 〔碓ort to p「e-

CIude investment t「ansactions conducted between the dist「ict

and the o「ganlZatlOn that a「e not au†ho「ized by the dlSt「ict,s

POlicy’eXCePt tO the extent that this autho「izat'O= is depend-

ent on an anaiysis of the makeup ofthe dist「'ct-s enti「e POrtf○○

iio o「 「equires a旧nte「P「etation of sub」eCtive inVeStment

Standa「ds.

The investment o冊ce「 may not acqui「e o「 othenwise obtain any au-

tho「ized inVeStment desc「ibed in a distriet’s investment po=cy f「om

a pe「son who has no十delive「ed to the dist「ict the inst「ument de-

SC「ibed above.

Gov’t Code 2256 OO5(母-〃

A gift, devise, 0「 bequest made to p「ovide co=ege scholarships fo「

dist「ict g「aduates may be invested by a boa「d as p「ovided in P「op-

erty Code l17.OO4, Unless otherwiSe SPeCifically p「ovided by the

te「ms ofthe gift, devise, 0「 bequest Educa筋on Code 45. 107

1nvestments donated to a dist「ict fo「 a particuia「 pu「pose or unde「

te「ms of use specified by the dono「 a「e not subject to the 「equi「e-

DATE ISSUED: 11/312015
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ments of Gove「nment Code Chapte「 2256, Subchapte「A. Gov,t

Code 2256, 004砂

ELECTRONiC FUNDS A dist「ict may use eIect「onic means to t「ansfe「 o「 invest a= funds

TRANSFER co=ected o「 cont「o=ed by the dist「ict. Gov’t Code 2256.051
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The investment policy of the Dist「ict sha= be to:

1, Assure the safety ofthe invested funds ofthe Dist「ict.

2. Maintain sufflcient liquidity to p「ovide adequate and timeiy

WO「king funds.

3. Attain the highest possible rate of retu「n wh=e providing nec-

essa「y p「OteCtion of p「inciPai consistent with Dist「ict ope「atjng

「equi「ementS aS dete「mined by the Boa「d.

4. Dive「sify lnVeStmentS aS tO matu「ity言nst「uments, and finan-

Cia=nstitutions whe「e pe「mitted unde「 state law.

5. ‾ro ensu「e the quaiity and capab冊y of investment o冊ce「s

th「ough ongoing t「aining.

The assistant supe「intendent fo「 business operations and othe「

PerSOnS designated by Board 「esoiution shail serve as the invesト

ment offlce「 of the Dist「ict and shal=nvest Dist「ict funds as di「ected

by the Boa「d and in acco「dance with the Dist「ict's written invest-

ment po=Cy and gene「a=y accepted accounting p「ocedu「es. A=

investment t「ansactions except investment pooi funds and mutuai

funds sha= be settled on a deiive「y versus payment basis.

F「om those investments authorized by law and desc「ibed furthe「 in

CDA(LEGAL) underAUTHORIZED INVESTMENTS, the Boa「d

Sha= pe「mit investment of District fu=ds in oniy the fo=owing in-

VeStment tyPeS, COnSistent with the st「ategies and matu「ities de-

fined in this po=cy:

1.　Obligations of, Orgua「anteed by, gOVernmentai entities as

Pe「mitted by Gove「nment Code 2256.009

2. Ce珊cates ofdeposit and sha「e ce輔cates as pe「mitted by

Gove「nment Code 2256.010.

3. Fu「iy coilate「a丁ized 「epurchase ag「eements pe「mitted by

Govemment Code 2256.011. A maste「 「epu「chase ag「ee-

ment must be signed by the bank/deaier p「io「 to investment in

a 「epu「Chase ag「eement. A旧epurchase ag「eement t「ansac-

tions shali be on a deiive「yve「sus payment basis.

4.

5.

6.

DAT巨ISSUED: 11I19I2015
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7. Agua「anteed investment contract as an investment vehicie

fo「 bond p「oceeds, PrOVided it meets the crite「ia and eligib冊y

「equirements estabiished by Gove「nment Code 2256.01 5.

8. Pu胡cfunds investment pooIs as pe「mitted by Gove「nment

Code 2256.016.

The District shail cont「act with a bank o「 banks fo「 the safekeeping

Of securlties eithe「 owned by the Dist「ict as part of its investment

POrtfoiio o「 held as co=ate「ai to secu「e demand o「 time deposits.

Safekeeping and custody of secu「ities and coliate「ai shal「 be in ac_

CO「dance with state law. Secu「ities and coilate「ai shaii be held by

a thi「d party custodian designated bythe Dist「ict, and heid in the

Dist「ict’s name as evide=Ced by safekeep活g reCeipts of the institu-

tion with which the secu「itieS a「e deposited. Collate「a「 fo「 ce間-

CateS Of deposits in banks shaii be 「egiste「ed in the District,s name

ln the bank’s t「ust department o「, alte「natively言n a Fede「al Re-

Serve Bank account in the Dist「ict’s name, O「 a thi「d party bank in

the Dist「ict’s name, at the Dist「tot’s discretion.

The District shaii 「etain clea「ly ma「ked 「eceiPtS P「OViding P「OOf of

the Districtls owne「ship, O「 the Dist「ict may delegate to an invesト

ment pool the autho「ity to hold lega=itie as custodian of invest-

ments pu「chased wlth Dist「ict funds.

COLLA「ERALIZA「lON Consistent with the 「equi「ements of the Pubiic Funds Coilate「ai

Act言t is the policy of the Dist「ict to 「equi「e fu= collate「alization of a=

Dist「ict investments and funds on deposit with a deposito「y bank,

Othe「 than investments which are ob=gations of the U.S. gove「n-

ment and its agencies and inst「umentaiities. As 「equi「ed by Gov-

e「nment Code 2257.022, the co=ate「alization level sha= be = O

Pe「Cent Of ma「ket va「ue of principal and acc「ued interest on the

deposits o「 investments, less an amount insu「ed by the FDIC o「

FSLiC. Secu「ities pledged as collate「ai sha= be heid by an lnde-

Pendent thi「d party with which the Dist「ict has a cu「「ent custodiai

ag「eement. The di「ector of finance is respo=Sjble fo「 ente「'ng into

CO=ate「alization ag「eements with thi「d party custodians in com叶

a=Ce With this po=cy. The ag「eeme=tS are tO SPeCify the accepta-

ble investme=t SeCu「ities fo「 coilate「ai言ncluding p「ovisions 「eiating

to possession ofthe co=ate「al, the substltution o「 「elease of in-

VeStment SeCu「ities, OWne「Ship of secu「ities, and the method of

Valuat'On Of secu「ities Co=ate「al shail be 「eviewed at least weekly

to assu「e that the ma「ket value ofthe pIedged secu「ities iS ade-

quate.

DATE ISSUED: 11119/2015
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VeStmentS Sha= be made in a manner that ensu「es the p「eserva-

tio= Of capita=n the overall portfolio’and offsets during a 12-mOnth

Pe「iod any ma「ket p「ice losses 「esulting from inte「est寸ate仙ctua-

tions by income 「eceived f「om the balance ofthe portfoiio. No ind主

Vidua=nvestment transaction shall be undertaken thatjeopardizes

the totai capitai position of the ove「a「l portfolio.

ln acco「dance with Gove「nment Code 2256.005(3)言he quafty and

CaPab冊y of investment management for Dist「ict funds shaii be ln

acco「da=Ce With the standa「d of ca「e言nvestment t「aining, and oth-

e「 「equi「ements set fo冊in Gove「=ment Code Chapte「 2256.

POOLING OF FUNDS Except fo「 cash in certain 「est「lcted and speciai funds, the DiSt「ict

may consolidate cash balances f「om a= funds to maximize inVeSt_

ment ea「nings. 「nvestment income shail be a=ocated to the va「i-

OuS fu=ds based on thei「 「espect'Ve Participation and in acco「d-

ance with gene「a=y accepted accounting P「i=CiPles The portfolio

Shaii have a weighted ave「age matu「ity ofone yea「 or less. This

do=a「 weighted ave「age matu「ity sha= be ca音culated using the staト

ed final matu「ity dates of each secu「ity.

LIQUIDITYAND The Dist「ict’s investment portfolio shali have sufficient liquid'ty tO

MATURITY meet anticipated cash flow 「equi「ements,

D「VERSITY The investment portfoliO Shall be dive「sified in te「ms of investment

inst「uments, matu「ity schedu=ng, and finanCiai inStitutions to 「e_

duce 「iSk of loss 「esuiting f「om ove「 concent「ation of assets in a

SPeCific c「ass of inVeStmentS, SPeCific matu「ity, O「 SPeCific ISSuer.

MONITORING MARKET Monito「ing sha「i be done monthiy o「 mo「e often as economic condi-

PRICES tiOnS Wa「rant by using approp「iate 「epo巾S言ndices, 0「 benchma「ks

fo「 the type of investment. The investme=t Office「 sha「l keep the

Boa「d info「med of significant changes in the ma「ket value of the

Dist「ict’s investme=t POrtfo音io lnfo「mation sou「ces may inciude

flnanCia肌nvestment pub=cations and elect「onic media, aVailabie

SOftwa「e fo「 tracking inVeStmentS, deposito「y banks, COmmerCiai or

inVeStment banks, financiai advise「s, and rep「esentatives/advise「s

Of investment poois o「 money ma「ket funds. A= p「udent measu「es

Shail be taken to liquldate an investment that is downgraded to less

than the requi「ed minimum 「ating.

MONITORiNG RA’「iNG ln acco「dance with Gove「nment Code 2256.OO5(b), the investment

CHANGES offlce「 shali develop a p「ocedu「e to monito「 changes in investment

「atmgS and to =quidate investments that do not maintain satisfacto-

ry「atings.

MAX間UM ALLOWABLE The maximum aliowable stated matu「ity of any individual invesト

STA‘TED MATURiTY ment owned by the entrty shall be as fo「iows:

DATE ISSUED: 11/19/2015
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Maximum A=owabIe Matu「ity 

1. �U.S.T「easu「iesandsecu「itieswithU.S. �5yea「s 

gove「nmentgua「antee 

2. �U.S.gove「nmentagenciesand �5yea「s 

inst「umentaiities 

3. �Fu「iyinsuredo「co=ate「alizedCDs �365days 

4. �Banke「sacceptance �270days 

5. �Comme「cialpape「 �270days 

6. �Repu「chaseag「eements �365days 

7. �Moneyma「ketfunds �90days 

8. �Loca「gove「nmentinvestmentpooi �365days 

9. �Mutuaifunds �365days 

FUNDS/ STRATEGiES lnvestme=tS Ofthe foliowing fund catego「ies shaii be consistent

With this poiicy and in acco「dance with the applicable st「ategy de-

fined below. AiI st「ategies desc「ibed below fo「 the investment of a

Particula「 fund shouid be based on an unde「standing ofthe suita-

bi=ty of an investment to the financial 「equi「ements of the Dist「ict

and conside「 p「eservation a=d safety of p而cipal, iiquidity, ma「ket-

ab冊y of an investment if the need a「iSeS tO liquidate before matu「主

ty, dive「sification of the investment portfoiio, and yield.

OPERATING FUNDS lnvestment strategies for ope「ating funds (inciuding any commin-

gled pooIs contai而g ope「ating funds) sha= have as thei「 p「ima「y

Ob」ectlVeS P「eServation and safety of p「incipa白いVeStment liq uidity,

and matu「ity su冊cient to meet antlCipated cash fiow 「equi「ements.

AGENCY FUNDS lnvestme=t St「ategies fo「 agency funds shaii have as thei「 p「ima「y

Objectives preservation and safety of p血cipa「, inVeStment liquidity,

and matu「ity su冊cient to meet anticipated cash flow 「equi「ements

DEBT SERViCE FUNDS investment st「ategies fo「 debt service funds shaii have as thei「

Prima「y objective su冊cient investment liquidity to timeiy meet debt

Service payment obiigatlOnS in acco「dance with p「ovisiOnS in the

bond documents. Matu「ities longe「 than one yea「 a「e autho「ized

P「OVided lega=imits a「e not exceeded.

CAPrIAL PROJECT lnvestment st「ategies fo「 capital p「oject funds shail have as their

FUNDS p「ima「y objective su冊cient investmen川quidity to timely meet cap主

tal p「oject obligations. MaturitieS Ionge「 than one yea「 a「e authoト

iZed p「ovided lega=imits a「e not exceeded,

F○○D SERVICE lnvestment st「ategies fo「 food service funds sha= have as thei「

FUNDS prima「y objectives p「eservation and safety of p「incipai言nvestment
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liquidlty’a=d matu「ity sufflcient to meet a=ticipated cas掴ow 「e-

quirements.

investment st「ategies fo「 worke「s' compensation inSu「anCe and

medical t「ust funds shaii have as thei「 p「imary objectives p「eserva-

tion and safety of p「incipai, i=VeStme=t liquidity, and matu「ity suf乱

Cie=t tO meet antic-Pated cash flow 「equi「ements,

B尺OKERS / DEALERS P「io「 to handling investments on behalf of the Dist「ict, b「o-

ke「sldeaie「s must submit 「equired w皿en documents in acco「d-

ance wlth law言See SELLERS OF INVESTMENTS, CDA(LEGAL)]

Rep「esentatlVeS Of b「oke「s/deale「s sha= be 「eglSte「ed with the

ltxas State Secu「ities Boa「d and must have membe「ship in the

Secu「ities lnvesto「 P「otection Co「po「atiOn (SiPC), and be in good

Standlng With the Financia冊dust「y Regulato「y Authority (F「NRA).

SOLICITING BIDS l= O「de「 to get the best 「etu「n on its investments, the Dist「ict may

SOlicit bids in w「iting, by telephone, 0「 eiectronicaliy.

1NTEREST RATE RiSK Tb 「educe exposu「e to changes in inte「est 「ates that couid ad-

Ve「Sely affect the vaiue of investments, the Dist「ict sha= use final

and weighted ave「age matu「ity limits and dive「s楯catlOn.

iNTERNALCONTROLS Asystem ofinte「nai cont「o丁s sha= be established and documented

活w「Iting and must include spec桐c p「ocedures designating who

has authority to withd「aw funds. AIso, they sha= be designed to

P「OteCt against iosses of pub=c funds a「isi=g f「om fraud, emPioyee

e「「O「, mis「ep「esentatlOn by thi「d parties’unantiCipated changes in

financiai ma「kets, O「 imp田de=t aCtions by employees and offlce「s

Of the Dist「ict Cont「oIs deemed most important sha= inciude:

1. Separation oft「ansactio= autho「ityf「om accounting and

reco「dkeeping and elect「onic t「ansfe「 of funds.

2.　Avoidance ofco「iusion.

3.　Custodial safekeeping.

4.　Ciea「 delegation of autho「ity.

5. W皿en confirmation oftelephone t「ansactions.

6.　Documentation ofdeale「 questiomai「es, quOtations and bids,

evaluations, t「anSaCtiOnS, and rationaie.

7.　Avoidance of bea「e「イo「m secu「ities.

These cont「ois sha「l be reviewed by the Dist「ict’s independent au-

d砧ng面m.

PORTFOLiO REPORT ln addition to the quarte「iy 「eport 「equi「ed by law a=d signed by the

DiStrict’s investment offlce「, a COmP「ehensive 「eport on the lnVeSト

DATE ISSUED. 11119/2015
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ment prog「am and activity sha= be p「ese=ted annualiy to the

Boa「d.

The Boa「d sha= 「eview this investment poiiCy and inVeStment

St「ategies not iess than annua=y and shall document its 「eview in

W「iting’Which shal==Ciude whethe「 any cha=geS We「e made to

eithe「 the investment policy o「 i=VeStment St「ategies,

ln conjunction with the annuaI financiai audit言he District sha= pe「-

fo「m a compiiance audit Of management controIs on investments

and adhe「ence to the District,s estabiished i=VeStme=t POiicies.
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丁exas Govemment Code, Sec. 2256 005(f)

(f) Each investing entity shaii designate, by 「ule, O「de「, Ordinance, 0「 「eSOiution, aS

app「OP「iate, One O「 mOre O冊ce「s o「 empioyees of the state age=Cy, iocal

gove「nment, O「 investment pool as investme=t O冊ce「 to be 「esponsibie fo「 the

investme=t Of its funds consistent with the investment poiicy adopted by the entity.

Autho「ity g「anted to a pe「son to invest an entity’s funds is effective untii

「escinded by the investing e=tity o「 until te「minatlOn Of the perso=,s empioyment

by the investing entity. ln the administ「ation of the duties of a= investment offlce「,

the person designated as inVeStment Office「 shaiI exe「cise the judgment and ca「e,

unde「 p「evaiiing ci「cumstances, that a prudent pe「son wouid exe「cISe in the

ma=ageme=t Of the pe「son’s own a什ai「s・ Uniess authoriZed by law, a PerSOn

may not deposit, Withd「aw, t「anSfe「 0「 manage ln any Othe「 manne「the funds ofthe

investing entlty

「t is 「ecommended that the fo=owing individuals be app「oved as investment offlce「s fo「 the

Dist「ict. As app「oved offlce「s, these individuals wI= aiso act as the lnvestment Committee

fo「 the Dist「ict:

David HanNe=　　　Chief Financial Office「

Aibessa Chavez Di「eCtO「 Of Finance
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Texas Gove「nment Code, Sec. 2256.0025

丁he gove「ning body of an entrty subject to thlS Subchapter o「 the designated lnVeStment

commlttee Of the entity shaii, a=east a…uaily, 「eView, 「eVise, and adopt a iist of

qua旧ed broke「s that a「e autho「ized to engage in investme=t tranSaCtions with the entity.
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iNVESTMENTS - APPROVAL OF INDEPENDENT SOURCES OF iNSTRUCTlON

Texas Govemment Code, Sec. 2256.008 lnvestmentT「aining; Local Govemments:

(a)　The treasu「e「, the chieffinancial o冊cer if the t「easu「er is not the chief financiai

O什iCe「, and the lnVeStment Office「 of a local gove「nment shaii:

(1) attend a=east one t「aining sessIOn 「eiating tO the treasu「er’s o「 o冊cer’s

「esponsibi‖ties unde「 this subchapte「 within 12 months afte「 taking office o「

assumlng duties; and

(2) attend an investmentt「aining session not iess than once in a two-yea「 Pe「iod

and 「eceive not iess than lO hou「s of instruction 「eiating to investment

「esponsibiiities unde「 this subchapte「 f「om an independent sou「ce

app「oved by the gove「ning body of the locai gove「nment o「 a designated

investment committee advising the office「 as p「ovided fo「 in the investment

POiicy of the locai gove「nment.

1t is recommended that the fo=owing be app「oved sou「ces of independent inSt「uCtion:

Texas Association of Schooi Boards (TASB)

丁exas Association of SchooI Business Officiais (TASBO)

The State ofTexas and ltS Agencies

丁exPooi

LoneSta「 investment Pooi

Any Regionai CPA Firm

Any尺egionai Service Cente「

Any Acc「edited Col「ege o「 Unive「slty



GLOSSARY OF TERIVIS

Al/PI Rating: “Al” is the h喝hest short-tem ratlng CategO「y aSSisned by Standa「d & Poor七,

while “Pl" is the hidhest sho正term 「ating category fo「 M。Odv’s lnvestor Servl∞　Secu「itie海

that have been assisned both an Al and a Pl 「ating are ∞nSide「ed to be of h喝h c「edit qua冊y

Standa「d and Poor’s des喝nateS Certain secu輔es w肌in the AI category w軸a pius s喝n (+)

indieating that the iSSue「 Of the §eCurfty has an extremely sfrong capacrty to meet its financiai

Obi鳴ations

Accmuai (O「 Accruai Basis): The most common fom of ac∞unting, which 「eports in∝me

when eamed and expenses when inCur「ed AccⅢai accounting may be cont「asted to

ac∞unting on a cash basIS言n whlCh income lS rePOrted wh飢reCeived and expenses are

「eported when paid

A)Crued Interest: The acoumuiated inte「est due on a secu「ity as of什re lest interest payment

made A secu「rty is atways sold w軸the accⅢed inte「est included investo「s who bny

secu璃es in the secondary market w‖i be requi「ed to pu「chase any inte「est on the secu嗣es

that has acc「ued prror to settlement. T師s is because the p「evieus owner of a seou「ity eamed

the income, but wi‖ nct receiVe futu「e coupon payments

Agency: ln securities trading, the tem Agency 「efers to a federai govemment agency皿at

issues secu輔es, Other than　皿e U.S.T「easu「y言・e. the Federal Home Loan Mo巾gage

Corpo「ation (FHLB)

Agency Discou巾Note: A note that has been lSSued by a U.S govemmentaト「elated agency

O仙er than the U S T「easu「y.

Amortization: The accounting practice that g「aduaIly 「educes the cost o「 book value of an

asset th「Ough periodie charges to income, SuCh as: (1) the portlOn Of the cost of a limited一冊e or

intangibie asset charged as an expense d両ng a pa巾ouiar pe「rod, O「 (2) the 「eduction of debt

dy 「eguIa「 Payments of princtoai and in[e「est to 「eti「e the debt by matu「fty The pu「pose of

amo巾Zation is to reflect an asset’s 「esa高∋ or 「edemption vaiue

ALltOmated Ciearing House (ACH) System: A domestie electronic funds transter system

Banker’s Ax海ptance (BA): (1) Sho巾term, nOn inte「est-bearing notes soid at a discount and

「edeemed by the accepting banks at maturity for face value. BA’s are genera時oreated based

On a lette「 of credit lSSued in a foreidn t「ade t「ansaction. (2) A money market instrument that is

used to finance irnport o「 expor=ransactione BA’s are essentia時checks. They 「ep「esent a

bank’s promiSe and ab皿y to pay the face o「 principal amount on the banker’s acceptance on

the stipuiated maturfty date Matu繭es fo「 BA’s are generany less than three months Any BA

PurChased by a pu胡c entfty must have a stated matu「fty of 270 days or less, must be accepted

by a bank o「ganized and existmg under federa=aw, and the sho巾term obligatlOnS Of the bank

must be 「ated not less than Al仲1. Simiia=y to a t「easu「y闘i, a BA typICally does nct have a

COuPOn, lS issued at a discount, and mafu「es at pa「 (face vaiue)

Basis Point (BP): The smallest unit of measurement used ln quOting yleids on bonds and

notes One basIS POint is.01%, Or One One-hundredth (1/100) of a pe「cent of yreld (Ol% or

OOOl) One hund「ed basis points equais l%



Benchmark: The perfo「mance of a p「edete「mined g「oup of secu「ities言ndividual secu「ity, O「 an

index used to compa「e 「isk and perfo「mance to a managed po巾oiio. A good benchma「k

should be ve輔able, eaSy tO understand, and app「op「iate to the investment portfolio to which it

is being compa「ed. Typical benchma「ks used活the pub=c secto「 include th「ee-mOnth, Six-

month, and one-yea「丁「easu「y b川ave「ages over the same measu「ement pe「iOd The

benchma「k selected should have a simiia「 matu「ity to the investment portfoiio unde「

examination.

Book Entry: The name given to secu「ities whose owne「shiP and t「ansfe「 occu「s on a compute「

SyStem 「athe「 than the physicai de=very of a secu「ity. This system eliminates the need to

physica=y t「ansfe「 bea「e「-fo「m pape「, O「 tO 「egiste「 SeCu「ities by using a cent「ai depository

faci i ityIba n k.

Book Vaiue: The value at which the secu「rty iS Ca「「ied in the finanClal 「eco「ds of an investor. A

SeCu「ity’s book vaiue 「e¶ects the p「iCe at Which the secu「ity was o「iginally bought, Pius the net

amorfization/acc「etion up to that po血in time. 1n the case of assets subject to 「eduction by

va「uation a「iowances, book value 「efe「S tO COSt O「 Stated vaiue less the app「op「iate aiiowance.

Sometimes a distinction lS made between g「oss book vaiue (the value befo「e deduction of

「eiated aiiowances) and net book value (Which designateS the vaIue afte「 the deduction). in the

absence of any mod桐e「s, however, book value lS unde「stood to be synonymous with net book

Value.

Broker: An individual who b「ings secu「ity buye「S and se=e「s togethe「 in 「etu「n for a

COmmission o「 fee. The broke「 takes no position in a secu「ities t「ade, and does not act as a

P「incipal o「 OWn SeCu「ities. A broke「 wili assist an investor in buying and se=ing t「easu「ies.

aqencies、 COmme「Clai pape「 and othe「 autho「ized investments.

Comme「CiaI Paper: Defined as unsecu「ed short-十e「m obligations with matu「ities 「anging f「om

One tO 270 days ISSued by banks, CO「PO「ations, and othe「 bo「「owe「s to investo「s with la「ge

tempo「a「y cash positions. This type of investment is usuaiiy issued at a discount and ca「「ies a

Ze「O COuPOn. The accounting p「ocess fo「 COmme「C了ai pape「 is identica=o the accounting

P「OCeSS fo「 a t「easurv b帖

Committee on Unifom Securities identification Procedures (CUSiP): Assigns codes to

SeCu「ities fo「 the purpose of iden師catlOn. These codes are often 「efe「「ed to as a secu「ity’s cUSIP

numbe「 (a nine-digit, aipha/nume「iC iden珊cation numbe「).

Compensating Baiance: The amount of money that a bank 「equires a custome「 to maintain in

a non-inte「est bea「ing account言n o「de「 to waive bank fees.

Credit Risk: A type of investment 「isk. The 「isk that the issue「 of a secu「lty wili defauit o「 faii,

Or tha=he issuer’s c「edit 「ating will be lowe「ed. 1f one of these events occu「s, Part O「 a丁l of the

invested p「incipa「 in the secu「ity could be lost・ Credit 「lSk exposure can be affected by a

COnCentration of deposits or investments活any ONE type of investment.

Cu「rent Yieid: The annua=nterest 「ate divided by the cu「「ent ma「ket p「ice. Cu「「ent yield is

What a bond is actualiy yieiding today as opposed to the yield to matu「ity o「 coupon 「ate.

Custodiai Agreement‥ A w‘皿en cont「act establishing the 「esponsibiiities of a custodian who

hoids co=ate「ai fo「 deposits with financial institutions, investment securities o「 secu「ities

unde「iying 「ePu「Chase ag「eements.



Deiivery vs, Payment (DVP): This occu「S When secu「ities a「e deiiVe「ed wlth an exchange of

money or payment fo「 the secu「ity.

Discount: (1) The diffe「ence between the pu「chase p「ice (COst) of a secu「ity and its pa「 (face)

value. This dlSCOunt 「eP「eSent the inCOme tO be ea「ned on the secu「ity, and w用be acc「eted

ove「 the life of the secu「ity. (2) A secu「ity se=lng beiow the o「iginai offe「ing p「ice shortly afte「

the sale is aiso conside「ed to be a discount. (3) ln the context of bonds payabie and investments,

the amount by which par vaiue exceeds the p「ice paid fo「 a secu「ity.

Discount Securities: Non-inte「est bearing money ma「ket secu「ities that a「e issued at a

discount and 「edeemed at matu「ityfo「 the fuil face va丁ue.

Face Value: (1) The pa「 value or matu「ity vaiue of a secu「ity. (2) The 「edemption vaiue p「inted

on the face of the ce輔cate. (3) The amount of the issue「’s iiabiilty Stated in the secu「ity

document.

Fair Market Value: The price a wi=ing buye「 wouid pu「chase the secu「ity f「om a wl=ing selie「 in

a bona fide arm’s length t「ansaction.

Federai Funds Rate: The 「ate of inte「est at which banks with excess 「eserves cha「ge othe「

banks lack活g these 「eserves fo「 ove「nigh=oans in o「der fo「 the bank in need to meet thei「

「eserve 「equi「ements. This important ove面ght 「ate dete「mines言n large part, the 「ate at which

OVe面ght 「epu「chase ag「eements wi= t「ade. When the Federai Reserve “「aises 「ates’’, the

ta「get fede「a音funds 「ate is increased and othe「 short-十e「m secu「ity yieids wili foilow. Since

investment poois and money ma「ket funds inVest heavily in short-te「m SeCu「ities, thei「活te「est

「ates often app「OXimate the fede「al funds 「ate at any given time.

Federai Home Loan Bank (FHLB): A banking institution that 「egulates and iends money to

SaVings and loan associations, C○OPe「atiVe banks and other mortgage lende「s in a manne「 that

lS Simiia「 to the Fede「ai Reserve’s 「elationship with comme「ciai banks. The FHLB system is

made up of 12 「egionai banks The FHLB system 「aises money by iSSuing notes and bonds. 1t

iends money to savings and loans and othe「 mortgage lende「S, based on the amount of

co「iate「a=he bo「「OWing instltutiOn Can PrOvide. The FHLB issues both ca=able and noncaiiabie

agency secu「ities as weil as discount notes.

Federal Home Loan Mortgage Corporation (FHLMC): The FHLMC, Othenwise known as “F「eddie

Mac’’lS a Publiciy charte「ed agency that buys qualftying 「esidentiaI mortgages f「om lende「s. 1t

「epackages these pooied mortgages into new secu「ities that are backed by the pooied

mortgages, P「0Vides cerfain gua「antees, and then 「ese「「s them in the open market. They

issue both ca=able and noncailabie agency secu「ities as we= as discount notes.

Federal Housing軸ministration (FHA): The fede「a11y sponso「ed agency that insu「es lende「s

agains=oss on 「esidential mortgages

Federai Nationai Mortgage Association (FNMA): The FNMA, OthenNise known as l`Fannie

Mae’’言s a fede「ai co「PO「ation that operates unde「 the auspjces of the United States

Department of Housing and U「ban Deve「opment (HUD). This co「po「ation is the largest single

P「OVide「 of 「esidential mortgage funds in the U.S- FNMA is a p「iVate StOCkholde「-OWned

CO「PO「atiOn that pu「chases a va「iety of adjustable mortgages and second loans in addition to

fixed-rate mOrtgageS lt pu「chases conventiOnai and inSu「ed mortgages f「om governmental



agencies such as the FHA a=d VA. 1ts secu「lties a「e highly liquid and widely accepted. FNMA

issues both ca「iable and nonca=able agency secu「ities as we= as discount notes.

FederaI Reserve Bank (0「 the Fed): Any one of 12 fede「a「iy chartered banks establiShed to

maintain 「eserves言SSue bank notes, and lend money to membe「 banks.

Government A:COunting Standards Boa「d (GASB): Estabiished in 1984 as an a「m of the

FinanclaI Accounting Foundation, it is 「esponsible fo「 deveioping standa「ds of finanCiai

accounting and 「eportlng With 「espect to the activities of state and locai gove「nments.

Govemment Nationai Mortgage AsSOCiation (GNMA): The GNMA, Othe「wise knoun as
“G活ny Mae,i buys VA and FHA mortgages’then issues bonds that are secu「ed by poois of

these mortgages. An investo「 in this type of bond 「eceives mon個y payments of p「inCipal and

lnte「eSt that rep「esent monthiy mortgage payments by homeowne「s.

investment Pooi (Or LocaI Gove「nmen=nvestment Pooi): A professiona=y managed pool

of funds composed of cash deposits f「om a ia「ge g「OuP Of cities, COunties, SChool dist「iCtS and

locai gove「nments. ln Texas, the abiiity to pooi assets was c「eated unde「 the Local

Gove「nment Coope「ation Act. The poo音manage「 pu「chases a portfolio of secu「ities with the

deposits and each pooi pa面cipant owns a p「o 「ata sha「e in the portfolio.

lnvestment Portfoiio (Or Po「tfoiio): The ho「dings of stocks, bonds, CaSh equivaients, O「 Othe「

assets by an individua「, CO「PO「ation, Or institution

Investment Risk: The tota「 of a= 「isks associated with an investment secu「ity.

Market Vaiue: (1) The p「ice at which a secu「fty is t「ading and could p「esumably be purchased

O「 SOld. (2) The cu「「ent vaiue of a secu「ity, Which is determined by multiplying its pa「 (face)

Value by the cu「「ent ma「ket p「ice. The un「ea=zed gain o「 ioss on a security can be calculated

by subt「acting the book value f「om the ma「ket vaiue.

Master Repu「Chase Agreement:丁o protect investors, many PubiiC investo「s wiii 「equest that

「epu「chase ag「eements be preceded by a maste「 「epu「chase ag「eement between the investo「 and

the financial institution o「 deaie「. The maste「 ag「eement should define the nature of the

t「ansaction言dentify the 「e「ationship between the partleS, eStabiish no「mai p「actices 「ega「ding

OWne「Ship and custody of the coiiate「al secu「ities du「ing the term of the investment, P「OVide

「emedies in the case of defauit by either party and cla「ify issues of owne「ship. The maste「

「epu「chase ag「eement p「OteCtS the investo「 by e「iminating the uncerfa血fy of ownership and hence,

a=0Wing investo「s to iiquidate co=ate「al if a bank o「 deaie「 defaults du「ing the te「m of the

ag「eement.

Maturity (Or Matu「ity Date): ThlS 「efe「s to the date when the p「incipai amount of a secu「ity o「

debt becomes due and payable.

Money Market Account: A sav佃gS aCCOunt that gene「a=y eams inte「est at a highe「 「ate than a

「eguia「 SaVings account. Money Market accounts have a 「equi「ed minimum balance and othe「

「est「ictions.

Money Market Fund: (1) A mutual fund that is invested in short-te「m investments. (2) An open

end investment company (mutual fund) that invests in money ma「ke=nst「uments. 1t is a highiy

liquid investment that pays money ma「ket 「ates of inte「est



Net A5Set Value Funds (NAV)二A mutuai fund wllOSe Sha「e vaIues fluctuate with changes in

ma「ket p「ices. A net asset vaiue fund seeks to offe「 a highe「 yieid than a constant do=a「 fund

(money market fund) by pu「chasing longe「 matu「ing secu「ities. These net asset value funds

expe「ience ma「ket fluctuations due to the 「isk of the longe「 secu「ities. These fiuctuations wiii

Subject the investor to a highe「 「evel of market p「ice and voiatiiity 「isk than a constant doliar

fund.

Pubiic Funds investment Act (PFiA): This act is Chapte「 2256 of the Texas Government

Code and details the state law gove「ning the investment of pub=cfunds.

Ratings‥　Ratings a「e (1) designations used by investo「s or by servlCeS tO give 「elative

indications of c「edit quality, (2) ln the context of bonds, a 「ating is no「ma=y an evaluation of

CrediトWOrthiness performed by an independent 「ating service.

Repurchase Ag「eement (REPO): An investment ag「eement invoiving the pu「chase of a

SeCu「ity With a simuItaneous ag「eement to 「epurchase that secu「ity at a specifled p「ice and

date. REPO’s may be used to ea「n income on idle cash at o「 nea「 the fede「ai funds market

「ate・ A holde「 of secu「ities sei「s them to an investo「 with a repu「chase ag「eement The buye「

is in effec=ending the seile「 money fo「 the pe「iod of the ag「eement. The te「m of the

repu「Chase agreemen=s st「uctu「ed to compensate the buye「. Dea「e「s often use repu「chase

agreeme=tS tO finance their positions. The exception occu「s when the Fed is said to be doing

「epu「chase agreements, in this instance it is iending money言.e.言nc「easing bank 「eserves.

Repu「chase ag「eements should aiways be govemed by an executed PSA Maste「 Repu「chase

Ag「eement between the inVeStO「 and the deaie「 to 「educe both these types of co11ate「al 「isk,

Settlement Date: The pu「Chase o「 saie date du「ing which money actuaiiy changes hands.

Treasury (Or Treasuries): A gene「al te「m 「efe「「ing tO U.S, T「easury secu「lties.

Treasury Biii (T-Bi=): A ma「ketable, Sho巾-te「m, nOninte「est bea「ing, SeCu「ity that is issued by

the U.S. T「easu「y at a discount to finance the natiOnal debt. They a「e issued to matu「e in th「ee

months (90 days), Six months (180 days), Or One yea「 (365 days).

T「easury Bond (T-Bond): A ma「ketab音e, long-term, flXed inte「eSt bearing, SeCu「ity that iS

ISSued by the U・S.T「easu「y as a di「ect debt obiigation ofthe gove「=ment with a matu「ity Of

more than lO yea「S.

Treasu「y Note (T-Note): A ma「ketable, medium-te「m, COuPOn bea「ing, SeCurity that is issued

by the U.S.T「easu「y as a di「ect debt obligation of the gove「nment with a matu「fty of 2 to lO

yea「S・

Weighted Average Maturity (WAM): The common term, uSua=y exp「essed in numbe「 of days,

Which 「ep「esents a weighted ave「age of the 「ema面ng te「m to matu「fty of aii of the assets in an

investment pool o「 secu「ities portfoiio. A ionge「 WAM is gene「a=y indicative of mo「e ma「ket

「isk. The maximum WAM for AAA寸ated money market pooIs in Texas is 60 days. An SEC

money market fund may have a 90-dayWAM.

Yieid: Yieid is the 「etu「n, eXPreSSed as a pe「centage, a SeCU「fty wl= earn as a 「esuit of both the

COuPOn 「ate and any discount o「 p「emium paid. A yield wi= exceed the coupon if pu「chased at

a discount (and vice-Ve「Sa).




