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Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug

2018 - 19 188,356,972 186,273,990 186,328,980 222,012,946 240,900,631 232,309,214 232,377,767 223,928,552 214,798,839 208,440,207 199,036,214 183,832,572
2017 - 18 26,558,815 25,146,074 24,164,412 25,883,379 35,424,138 35,023,547 34,945,936 34,997,675 185,120,910 184,607,979 184,913,454 188,544,942
2016 - 17 38,006,702 37,804,179 37,292,539 36,445,708 46,769,142 45,198,100 43,519,218 42,335,179 41,305,628 39,308,832 39,345,607 28,537,805

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
2018 - 19 312,029 342,019 342,447 390,134 473,484 445,935 478,575 455,793 449,054 415,898 410,254 335,788
2017 - 18 26,913 25,780 25,215 28,104 40,759 39,565 47,871 51,739 179,558 286,044 305,475 314,196
2016 - 17 21,501 23,736 23,034 24,726 29,584 28,122 32,504 32,868 34,159 34,412 36,775 31,732

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
2018 - 19 2.00% 2.14% 2.20% 2.29% 2.39% 2.40% 2.42% 2.43% 2.40% 2.38% 2.39% 2.17%
2017 - 18 1.02% 1.03% 1.05% 1.18% 1.30% 1.34% 1.52% 1.67% 1.72% 1.81% 1.89% 1.92%
2016 - 17 0.40% 0.38% 0.41% 0.48% 0.55% 0.57% 0.68% 0.74% 0.80% 0.96% 0.99% 1.01%

Periodic interest rates of Texpool.

Little Elm ISD
Investment Balances, Returns and Rates

Unaudited for Management Purposes Only
Three Year History Ending August 31, 2018
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Monthly Investment Balances Over a 3 Year Period 
2018 - 19
2017 - 18
2016 - 17
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Monthly Investment Earnings Over a 3 Year Period 
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Average Monthly Interest Rates Over a 3 Year Period 
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LEISD Investment Policies 
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_̀aa�̀b�cdefghdi�cVjgkl�mnoonpq�rs�tuvnqwxnuwq�



�����������	
�� ��
����� �� ��������������
� ����	���
�����
� ���������

�����	

�����
���� ������ � �!�"#��!��$�������%� �����������&$� ��

�"�'�()��(��'�*�*�+��"(�,����-�*��'��.�*�,�+��"#��'��,�*/"(*�0����1�#",��"(��",�()��(-�*���(�*��2.��01��'��.�*�,�+���"�.���,��(���'2���'�1�2,���(�+"�/��2(+��3��'��'���(-�*���(��/"��+14�5",�/6,/"*�*�"#��'��/,"-�*�"(*�2��
����,*�"#�	(-�*���(�*�20"-�7�806*�(�**�",)2(�92��"(:���2(*�2(��(-�*���(��/""��",��(-�*���(���2(2)���(��#�,��6(.�,�+"(�,2+��3��'�2�.�*�,�+���"��(-�*��",��2(2)���'��.�*�,�+�;*��(-�*���(��/",�#"��"��'2��'2*�2++�/��.�26�'",��1�),2(��.�01��'��.�*�,�+��6(.�,��'��+"(�,2+���"��<�,+�*���(-�*���(��.�*+,���"(��(�,�)2,.��"��'��.�*�,�+�;*�#6(.*4�=>?@A�B>CD�EEFGHIIFJKL���)�#�7�.�-�*�7�",�0�M6�*���2.���"�2�.�*�,�+���"�/,"-�.��+"���)��*+'"�2,*'�/*�#",�.�*�,�+��),2.62��*��21�0���(-�*��.�01��'��0"2,.�2*�/,"-�.�.��(�$,"/�,�1��".����N4������(�#",��$,6.�(��	(-�*�",��+��7�6(��**�"�'�,3�*��*/�+�#�+2��1�/,"-�.�.�01��'����,�*�"#��'��)�#�7�.�&-�*�7�",�0�M6�*�4�OCPQRAS>T�B>CD�UFHVIW�	(-�*���(�*�."(2��.��"�2�.�*�,�+��#",�2�/2,��+6�2,�/6,/"*��",�6(.�,���,�*�"#�6*��*/�+�#��.�01��'��."(",�2,��("��*60X�+���"��'��,�M6�,�&��(�*�"#��'��$60��+�56(.*�	(-�*���(���+�4�=>?@A�B>CD�EEFGHIIUJYL���.�*�,�+���21�6*�����+�,"(�+���2(*��"��,2(*#�,�",��(-�*��2���#6(.*�+"���+��.�",�+"(�,"���.�01��'��.�*�,�+�4�=>?@A�B>CD�EEFGHIFV�
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WXYZ[\]ZX\�̂_\̀abc\d�êebaYZf�WXYZ[\]ZX\�WX[\b_]ZX\[�

ghiZ\d�



�����������	
�� ��
����� �� ��������������
� ����	���
�����
� ���������

�����	

����������� ��!��� �  �"#����$��������� �����������%&� ��

	'�())"*+(')��,��-�."/�*'��'���"+��  0
1��0�2����3��-��45(���6�('+�)(7(2����6�"#��'/�8���'���('(9���'��#"*���8�*�)��#5'+8�8-(���2���'�())"*+(')��,��-��-��8�('+(*+�"#�)(*�3��'/�8���'���*(�'�'93�('+�"�-�*�*�45�*���'�8�8���#"*�-��'�."/�*'��'���"+���-(7��*�  0
1���'6��'��*'(��6�)*�(��+�7""��#5'+�9*"57�"#��-����8�*�)��8-(���-(/��(��(:��5��+"��(*�,��9-��+��(�5*��6�"#��;��+(681��-���(:��5��(�%�",(2���8�(��+��(�5*��6�"#�('6�"�-�*��'+�/�+5(���'/�8���'��",'�+�26��-����8�*�)��8-(���'"���:)��+�"'��6�(*�#*"���-�������"#�75*)-(8�1��-��&"(*+��(6�87�)�#�)(��6�(5�-"*�<��(��"'9�*��(�5*��6�#"*�(�9�/�'��'/�8���'�3�,��-�'���9(�������81�=>?�@ABCDAECFB�AGH?BCI?GC�JKDCLKMAK�B>NMM�>NH?�BOLLAEA?GC�MAPOAQACR�CK������('��)�7(��+�)(8-�#�",�*�45�*���'�81��-���'/�8���'��7"*�#"��"�8-(���2��+�/�*8�#��+��'���*�8�"#��'/�8���'���'8�*5��'�83��(�5*��6�8)-�+5��'93�('+�#�'(')�(���'8���5��"'8��"�*�%+5)��*�8S�"#��"88�*�85���'9�#*"��"/�*)"')�'�*(��"'�"#�(88��8��'�(�87�)�#�)�)�(88�"#��'/�8���'�83�87�)�#�)��(�5*��63�"*�87�)�#�)��885�*1��-���'/�8���'��"##�)�*�8-(����"'��"*��-���'/�8���'��7"*�#"��"�('+�8-(���S��7��-��&"(*+��'#"*��+�"#�8�9'�#�)('��)-('9�8��'��-���(*S���HNMO?�KL�C>?�@ABCDAECFB�AGH?BCI?GC�JKDCLKMAKT�UGLKDINCAKG�BKODE?B�INR��')�5+��#�'(')�(���'/�8���'��752��)(��"'8�('+����)�*"'�)���+�(3�(/(��(2���8"#�,(*��#"*��*()S�'9��'/�8���'�83�+�7"8��"*6�2('S83�)"���*)�(��"*��'/�8���'��2('S83�#�'(')�(��(+/�8�*83�('+�*�7*�%8�'�(��/�8�(+/�8�*8�"#��'/�8���'��7""�8�"*��"'�6��(*S���#5'+81��"'��"*�'9�8-(���2��+"'���"'�-�6�"*��"*��"#��'�(8��)"'"��)�)"'%+���"'8�,(**('��26�58�'9�(77*"7*�(���*�7"*�83��'+�)�83�"*�2�')-%�(*S8�#"*��-���67��"#��'/�8���'�1�	'�())"*+(')��,��-�."/�*'��'���"+��  0
1��0�2�3��-���'/�8���'��"##�)�*�8-(���+�/��"7�(�7*")�+5*���"��"'��"*�)-('9�8��'��'/�8���'��*(��'98�('+��"���45�+(����'/�8���'�8��-(��+"�'"���(�'�(�'�8(��8#()�"%*6�*(��'981�	'/�8���'�8�"#��-��#"��",�'9�#5'+�)(��9"*��8�8-(���2��)"'8�8��'��,��-��-�8�7"��)6�('+��'�())"*+(')��,��-��-��(77��)(2���8�*(��96�+�%#�'�+�2��",1�����8�*(��9��8�+�8)*�2�+�2��",�#"*��-���'/�8���'��"#�(�7(*��)5�(*�#5'+�8-"5�+�2��2(8�+�"'�('�5'+�*8�('+�'9�"#��-��85��(%2����6�"#�('��'/�8���'���"��-��#�'(')�(��*�45�*���'�8�"#��-����8�*�)��('+�)"'8�+�*�7*�8�*/(��"'�('+�8(#��6�"#�7*�')�7(�3���45�+��63��(*S��%(2����6�"#�('��'/�8���'���#��-��'��+�(*�8�8��"���45�+(���2�#"*���(�5*�%�63�+�/�*8�#�)(��"'�"#��-���'/�8���'��7"*�#"��"3�('+�6���+1�	'/�8���'��8�*(��9��8�#"*�"7�*(��'9�#5'+8���')�5+�'9�('6�)"���'%9��+�7""�8�)"'�(�'�'9�"7�*(��'9�#5'+8��8-(���-(/��(8��-��*�7*��(*6�"2V�)��/�8�7*�8�*/(��"'�('+�8(#��6�"#�7*�')�7(�3��'/�8���'����45�+��63�('+��(�5*��6�85##�)��'���"������('��)�7(��+�)(8-�#�",�*�45�*���'�81�

WXYZ[\]ZX\�_̂X_̀Z]ZX\�abcdbeb\f�_Xe�_̂\dgb\f�hbYZg[b\f�îXb\igbX̀ �̂_gjZ\�kgblZ[�
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I.   STATEMENT OF PURPOSE AND OBJECTIVE 

 
 
ORGANIZATION 
 
The Texas Short Term Asset Reserve Program (“TexSTAR”) is a local government 
investment pool organized under the authority of the Interlocal Cooperation Act, Chapter 
791, Texas Government Code, and the Public Funds Investment Act, Chapter 2256, 
Texas Government Code (the “PFIA”).  TEXSTAR was created in April 2002 by contract 
among its participating governmental units and is governed by a board of directors (the 
“Board”).   
 
J.P. Morgan Investment Management Inc. (“JPMIM” or the “investment manager”) and 
Hilltop Securities Inc. (“HTS”) serve as co-administrators for TEXSTAR under an 
agreement with the TEXSTAR board of directors (the “Board”).  JPMIM provides 
investment management, and HTS provides participant services and marketing.  
Custodial, fund accounting and depository services are provided by JPMorgan Chase 
Bank, N.A. and/or its subsidiary J.P. Morgan Investor Services Co.  Transfer agency 
services are provided by DST Asset Manager Solutions, Inc. (“DST” or the “Transfer 
Agent”).  Each of JPMIM, HTS, DST and JPMorgan Chase Bank, N.A. may provide 
certain services, including those described herein, through the use of subcontractors 
and/or delegates. 

 
OBJECTIVE 
 
The purpose of TEXSTAR is to offer a safe, efficient and liquid investment alternative to 
local governments in the State of Texas so that they may benefit from and realize a higher 
investment return by utilizing economies of scale and professional investment expertise.  
It is the policy of TEXSTAR to invest pooled assets in a manner which will provide for 
preservation and safety of principal and competitive investment returns while meeting the 
daily liquidity needs of the participants.  Specifically, the primary investment objectives of 
TEXSTAR in order of priority are: 
 

 preservation of capital and protection of principal, 
 maintenance of sufficient liquidity, and 
 yield. 

 
This Investment Policy establishes investment strategies, policies, and procedures 
intended to assure that these objectives are met.   
 
FUNDS 
 
The Board may establish separate Funds with separate investment portfolios within 
TEXSTAR from time to time.  Initially, TEXSTAR will maintain a Cash Reserve Fund (also 
referred to as the “Fund”).  Unless otherwise stated, this Investment Policy applies to the 
Cash Reserve Fund. 
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II.  STANDARD OF CARE 
 
The TexSTAR Cash Reserve Fund shall be designed and managed in accordance with 
the following prudent person standard of care: 
 

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

 
This prudent person standard shall apply to the management of all TexSTAR Funds. 
 
 

III.  AUTHORIZED INVESTMENTS 
 
The TexSTAR Cash Reserve Fund shall be invested only in the following: 
 
GOVERNMENT SECURITIES 
 
The Fund may be invested in obligations, including letters of credit, of the United States or 
its agencies and instrumentalities, including the Federal Home Loan Banks, and 
obligations, the principal and interest of which are unconditionally guaranteed or insured 
by, or backed by the full faith and credit of, the United States or its agencies or 
instrumentalities, including obligations that are fully guaranteed or insured by the Federal 
Deposit Insurance Corporation or by the explicit full faith and credit of the United States, 
except the following: 
 

1.  Obligations whose payment represents the coupon payments on the 
outstanding principal balance of the underlying mortgage-backed security 
collateral and pays no principal; 
 

2.  Obligations whose payment represents the principal stream of cash flow from 
the underlying mortgage-backed security collateral and bears no interest; 

 
3.  Collateralized mortgage obligations that have a stated final maturity date of 

greater than 10 years; and 
 

4.  Collateralized mortgage obligations the interest rate of which is determined by 
an index that adjusts opposite to the changes in a market index. 

 
REPURCHASE AGREEMENTS AND REVERSE REPURCHASE AGREEMENTS 
 
The Fund may be invested in fully collateralized repurchase agreements having a defined 
termination date and secured by the delivery of cash or obligations, including letters of 
credit, of the United States or its agencies or instrumentalities, including the Federal 
Home Loan Banks.  TEXSTAR may also borrow against its investments through a reverse 
repurchase agreement meeting the foregoing standards and the other conditions 
described herein. The repurchase and reverse repurchase agreement transactions shall 
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be placed only with primary government securities dealers, as recognized by the Federal 
Reserve or financial institutions doing business in the State of Texas.  All such 
transactions must be governed by a master repurchase agreement in form approved by 
The Securities Industry and Financial Market Association (“SIFMA”). 
 
MONEY MARKET MUTUAL FUNDS 
 
The Fund may be invested in no-load money market mutual funds which meet the 
requirements of the PFIA and which (1) are registered with and regulated by the United 
States Securities and Exchange Commission (SEC), (2) provide a prospectus and other 
information required by the Securities Exchange Act of 1934 or the Investment Company 
Act of 1940, (3) comply with SEC Rule 2a-7, (4) include in their investment objectives the 
maintenance of a stable net asset value of $1 per share, and (5) invest only in obligations 
of the United States, its agencies and/or instrumentalities or repurchase agreements 
collateralized by obligations of the United States, its agencies and/or instrumentalities.  
 

IV. PROHIBITED INVESTMENTS  
 
 
The TEXSTAR Cash Reserve Fund may not be invested in commercial paper. 
 
The TexSTAR Cash Reserve Fund may not be invested in derivatives. 
 

For the purposes of this Investment Policy, the definition of derivatives 
includes instruments which have embedded features that alter their 
character or income stream or allow holders to hedge or speculate on a 
market or spreads between markets that are external to the issuer, or are 
not correlated on a one-to-one basis to the associated index or market. 

 
Prohibited derivatives include the following: 
 

1. Arrangements in which an investor has swapped the natural cash flows 
or some portion of the natural cash flows of an instrument for a different 
set of cash flows (i.e., interest rate swaps). 

 
2. Over-the-counter/exchange-traded options or futures (i.e., option 

contracts, futures contracts, etc.). 
 
3. The following instruments:  collateralized mortgage obligations, inverse 

floating rate notes, range index notes, non-money market index-based 
notes, dual index notes, index amortizing notes, inverse multi-index 
bonds, stepped inverse index bonds, and inverse index bonds. 

 
Instruments that are not considered derivatives by the preceding definition and are 
authorized investments, if described in Part III, are as follows: 
 

Treasury bills, Treasury notes, Treasury bonds, Treasury strips, 
repurchase agreements, agency notes with a defined maturity and 
fixed coupon rate, money market index variable rate notes (i.e., 
floating rate notes tied to money market indices such as three- or six-
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month Treasury bills, one-, three-, and six-month London Interbank 
Offering Rate (“LIBOR”), federal funds, the one-year constant 
maturity Treasury rate, or a prime rate or a commercial paper 
composite rate) and step-up notes. 
 

In addition to commercial paper and derivatives, the TEXSTAR Cash Reserve Fund may 
not invest in certificates of deposit or any other investments that are not authorized by 
Part III. 

 
V.  POLICY GUIDELINES AND STRATEGY 

 
 
PORTFOLIO STRUCTURE AND COMPOSITION 
 
The TexSTAR Cash Reserve Fund portfolio shall be designed and managed to ensure 
that it will meet all the requirements necessary to maintain a AAAm rating (or the 
equivalent) by a nationally recognized rating service.  The weighted average maturity of 
the TexSTAR Cash Reserve Fund portfolio shall be limited to: (1) a maximum of sixty (60) 
days when calculated utilizing the period remaining until the date on which, in accordance 
with the terms of each security, the principal amount must unconditionally be paid, or in 
the case of a security called for redemption, the date on which the redemption payment 
must be made, and may utilize the interest rate reset date for variable rate notes (VRN) or 
floating rate securities; and (2) a maximum of one hundred twenty (120) days as 
calculated taking into account the period remaining until the date on which, in accordance 
with the terms of each security, the principal amount must unconditionally be paid, or in 
the case of a security called for redemption, the date on which the redemption payment 
must be made.  Specific portfolio composition and maturity limitation guidelines shall be 
guided by the following general parameters. 
 
Portfolio Composition: 
 
The composition of the Fund shall be limited as follows.  Limitations shall be applied by 
comparing the amortized cost of the Fund’s investments at the time of purchase.  
Investments need not be sold to maintain continuing compliance with composition limits, 
unless required by TEXSTAR’s general investment objectives. 
 
US Government Securities, Agencies and Instrumentalities 
The Fund portfolio may be comprised of one hundred percent (100%) obligations of, 
unconditionally guaranteed or insured by, or backed by the full faith and credit of the 
United States or its agencies or instrumentalities, including the Federal Home Loan 
Banks. 
 
Repurchase Agreements 
One hundred percent (100%) of the Fund may be invested in repurchase agreements.   
 
Term Repurchase Agreements 
Not more than twenty-five percent (25%) in aggregate of the total market value of the 
Fund may be invested in term repurchase agreements.   
 
Reverse Repurchase Agreements 
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TEXSTAR is permitted to enter into reverse repurchase agreements for investments in the 
Fund totaling not more than one third (1/3) of the book value of the Fund’s total assets.  
Reverse repurchase agreements will be used primarily to enhance Fund return. 
 
Money Market Mutual Funds 
A maximum of ten percent (10%) of the Fund may be invested in any one money market 
mutual fund, and the Fund’s investment in any one money market mutual fund may not 
exceed ten percent (10%) of the total assets of that money market mutual fund. 
 
Variable Rate Notes 
A maximum of 60 percent (60%) of the Fund may be invested in eligible variable rate 
notes. 
 
Maturity Limitations: 
 
Government Securities, Agencies and Instrumentalities 
The maximum final stated maturity for any securities that are obligations of or guaranteed 
or insured by the United States government, its agencies or instrumentalities shall be 
limited to 397 days for fixed rate securities and 24 months for variable rate notes. 
 
Repurchase Agreements 
The maturity of repurchase agreements shall not exceed ninety-five (95) days unless the 
repurchase agreements have a put option that allows the fund to liquidate the position at 
par (principal plus accrued interest) with no more than 7 days notice to the counterparty.    
 
Reverse Repurchase Agreements 
Money received under the terms of a reverse security repurchase agreement shall be 
used to acquire additional authorized investments.  The authorized investments acquired 
must mature not later than the expiration date stated in the reverse repurchase 
agreement.  The term of a reverse repurchase agreement may not exceed ninety (90) 
days.  
 
PURCHASES 
 
The broker-dealers used for TEXSTAR shall be those approved by the Board.  All 
investments shall be purchased on a delivery versus payment (DVP) basis. 
 
COLLATERALIZATION AND SAFEKEEPING 
 
All repurchase agreements shall be fully collateralized as required by the PFIA.  The 
market value of collateral shall be equal to at least one hundred and two percent (102%) 
of the total amount payable to TEXSTAR under the repurchase agreement, including 
accrued interest, and shall be checked daily. 
 
All book entry securities, whether purchased outright or under repurchase agreements, 
shall be held in a custodial account at the Federal Reserve Bank.  The Custodian or sub-
custodian shall keep accurate records reflecting TEXSTAR’s ownership of the securities. 
 
All securities not held in book entry form shall be held by the Custodian or its agent.  Third 
party institutions must issue original safekeeping receipts to the Custodian. 
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INVESTMENT OFFICERS 
 
The Board shall designate one or more Investment Officers.  To the fullest extent 
allowable by law, the Investment Officers are authorized to delegate to the investment 
manager the authority to deposit, withdraw, invest, reinvest, transfer and otherwise 
manage the assets of the Fund. 
 
The Investment Officer shall attend at least one training session from an independent 
source approved by the Board or a designated investment committee containing at least 
___ hours of instruction relating to the officer’s responsibilities under the Public Funds 
Investment Act within 12 months after taking office or assuming duties; and attend an 
investment training session not less than once in a two-year period that begins on the first 
day of TexSTAR’s fiscal year and consists of the two consecutive fiscal years after that 
date, and receive not less than __ hours of instruction relating to the officer’s 
responsibilities under the Public Funds Investment Act from an independent source 
approved by the Board or a designated investment committee. 
 
If the Investment Officer has a personal business relationship with a business organization 
offering to engage in an investment transaction with the Fund, they shall file a statement 
disclosing that personal business interest.  If the Investment Officer is related within the 
second degree by affinity or consanguinity, as determined under State law, to an 
individual seeking to sell an investment to the Fund, the Investment Officer shall file a 
statement disclosing that relationship.  A statement required under this section must be 
filed with the Texas Ethics Commission and the Board.  For purposes of this section, an 
Investment Officer has a personal business relationship with a business organization if:  
(1) the Investment Officer owns 10 percent or more of the voting stock or shares of the 
business organization or owns $5,000 or more of the fair market value of the business 
organization; (2) funds received by the Investment Officer from the business organization 
exceed 10 percent of the Investment Officer’s gross income for the previous year, or (3) 
the Investment Officer has acquired from the business organization during the previous 
year investments with a book value of $2,500 or more for the personal account of the 
Investment Officer. 
 
At least quarterly, the Investment Officer shall cause to be prepared by the investment 
adviser and shall review and sign a written report concerning the investment transactions 
of the Fund for the preceding quarter, describing in detail the investment position of the 
Fund as of the date of the report.  If the Board has appointed two or more Investment 
Officers for the Fund, it shall be sufficient if one Investment Officer reviews and signs the 
written investment report.  Each report shall be presented to the Board at the next meeting 
following preparation of a report. 
 
AUTHORIZED PERSONNEL 
 
The investment manager must deliver to TExSTAR a written acknowledgment that the 
investment manager has received and reviewed the TEXSTAR Cash Reserve Fund 
Investment Policy and has implemented reasonable procedures and controls in an effort 
to preclude investment transactions that are not authorized by the Investment Policy, 
except to the extent that this authorization requires interpretation of subjective investment 
standards.  All investment manager personnel authorized to buy and sell investment 
instruments, send and receive securities, make fund transfers and other types of related 
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investment transactions shall be directly supervised by senior management personnel of 
the investment manager. 
 
DOCUMENTATION 
 
Reasonable documentation and a thorough audit trail shall be maintained for all 
investment transactions consistent with the Board approved records management 
program. 
 
DIVERSIFICATION AND SUITABILITY 
 
The TEXSTAR Cash Reserve Fund portfolio shall be designed with the protection of 
principal and maintenance of sufficient liquidity to all participants as the highest priority.  
After consideration of safety and liquidity, the portfolio shall be designed to achieve a 
competitive rate of return for participants.  The Fund will use iMoneyNet Institutional 
Government Money Fund as a benchmark of performance.  The risk-return relationship 
shall be maintained and controlled through this Investment Policy and the TEXSTAR 
Operating Procedures.  Adequate collateralization and delivery versus payment 
procedures shall be utilized at all times in an attempt to minimize risk.   
 
Diversification by market sector and security types, as well as maturity, may be used in an 
attempt to protect the TEXSTAR Cash Reserve Fund against market and credit risk as 
well as aiding in liquidity requirements.   
 
TEMPORARY CASH HOLDINGS 
 
To respond to unusual market conditions in a prudent manner, TexSTAR may be required 
to hold all or most of its total assets in cash, including for the purpose of assuring 
sufficient liquidity or due to the lack of eligible securities, among other circumstances.  
This may result in a lower yield and prevent the Fund portfolio from meeting all its 
investment objectives. 
 
DETERMINATION OF NET INCOME AND NET ASSET VALUES 
 
The net interest income of the Portfolio shall be determined each business day, and 
consists of (i) the sum of (a) interest accrued, (b) discount earned (including both original 
issue and market discount), and (c) realized capital gains (amortized over a period not to 
exceed 30 days) less (ii) the sum of (a) amortization of premium, (b) the estimated 
expenses of the Portfolio applicable to that distribution period, and (c) realized capital 
losses (amortized over a period not to exceed 30 days).  All net income of the Portfolio so 
determined is declared as earnings to Participants each day.  Earnings accrue throughout 
the month and are distributed as of the close of business on the last business day of the 
month.  On the first business day of the following month, the earnings are reinvested as 
additional Units at the current Net Asset Value (expected to be $1.00), unless the 
Participant has elected to have them paid out.  If the entire balance in an account is 
withdrawn during the month, the accrued distributions will be paid on or before the first 
business day of the following month. 
 
The Net Asset Value per Unit of the Portfolio is calculated each business day by adding 
the amortized book value of the Portfolio securities and other assets, deducting accrued 
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expenses and arrearages, and dividing by the number of Units outstanding.  The result of 
this computation will be rounded to the nearest whole cent.   
 
CONSTANT DOLLAR OBJECTIVE 
 
The objective of the TexSTAR Cash Reserve Fund is to maintain a stable value of $1.00 
per unit (rounded to the nearest whole cent).  Although all securities in the Fund shall be 
marked to market daily using the fair value method, amortized cost, which generally 
approximates the market value of securities, is utilized.  The Board, in its discretion, may 
elect to cease utilizing amortized accounting and to commence utilizing the fair value 
method at any time.  To the extent that the Board elects to utilize a net asset value per 
share determined by using available market quotations in lieu of amortized accounting, 
the Fund will reflect market fluctuations and any unrealized gains and losses resulting 
from those fluctuations on a daily basis. 
 
If, upon a daily calculation, the investment manager finds that the deviation between the 
amortized cost and market-determined values or the deviation between market-
determined values and $1.00 per unit of the Portfolio’s assets exceeds $0.0030, it shall 
promptly notify the Board.  In the event that the deviation of market-determined values 
from amortized cost or $1.00 per unit exceeds $0.0040, the Board shall direct the 
investment manager to take such action, if any, as it determines is necessary to eliminate 
or reduce to the extent reasonably practicable any dilution or unfair result to existing 
participants.  Notwithstanding the foregoing, absent contrary instructions from the Board, 
the investment manager shall cause the subject investments to be sold promptly to 
attempt to bring the deviation back within the desired value band. However, the $1.00 per 
unit value is not guaranteed or insured by TEXSTAR or the co-administrators.  There can 
be no assurance that the Fund will maintain a stable net asset value of $1.00.     
 
MONITORING MARKET PRICE AND RATINGS 
 
Through one or both of the co-administrators, TEXSTAR shall account for all Fund 
transactions and shall mark to market the Fund portfolio holdings of TEXSTAR on a daily 
basis through the use of independent or affiliated commercial pricing services or third 
party broker-dealers.  The market prices shall be checked daily for current data and 
validity of information.  In addition, a reasonability test shall be performed in order to 
determine if the prices received are within a set tolerance range.  In the event that any of 
the prices fall outside of the set tolerance range, then these prices shall be investigated.  
The investment manager will periodically monitor the credit ratings of the investments in 
which the Fund invests and, to the extent required under the PFIA, shall take all prudent 
measures to liquidate any investments of the Fund that fail to meet any minimum rating 
requirement for such investments set forth in the PFIA. 
 
 

VI. ADMINISTRATIVE CONSIDERATIONS 
 
 
PARTICIPATION AGREEMENTS 
 
Each participant must have a fully executed application on file with TEXSTAR before 
investing in TEXSTAR. 
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DEPOSIT AND WITHDRAWAL DEADLINES 
 
See separate TEXSTAR Operating Procedures for detailed deposit and withdrawal 
deadlines. 
 
REPORTING AND DISCLOSURE 
 
Each participant must obtain and should review the TEXSTAR Cash Reserve Fund 
Information Statement before investing. TEXSTAR will furnish investment confirmations 
and a monthly report disclosing certain information to participants in accordance with the 
Texas Public Funds Investment Act.  Additional information is available on the TEXSTAR 
web site, www.texstar.org, or by calling TEXSTAR Participant Services at 1-800-TEXSTAR 
(1-800-839-7827). 
 
TEXSTAR is audited annually by an independent auditor. 
 
AUTHORIZED DEALERS 
 
The investment manager shall maintain a list of primary dealers and brokers authorized to 
provide investment services to TEXSTAR.   
 
ETHICS AND CONFLICTS OF INTEREST 
 
Each co-administrator is required to maintain a code of ethics which requires its 
employees working with TexSTAR to place the interests of TexSTAR before their personal 
interests and to avoid any actual or potential conflicts of interest.  Each co-administrator 
must promptly report any material non-compliance with such requirements to the Board.    
 
JPMIM acts as a fiduciary when providing investment management services to TexSTAR.  
JPMIM may order the purchase of investments from either itself, HTS or their affiliates 
only on terms and conditions approved by a majority of the Participant members of the 
Board.  
 
JPMIM has provided the following disclosures concerning its practices:  
 
JPMIM and/or its affiliates (“JPMorgan Chase”) perform investment services, including 
rendering investment advice, to varied clients. JPMIM, JPMorgan Chase and its or their 
directors, officers, agents, and/or employees may render similar or differing investment 
advisory services to clients and may give advice or exercise investment responsibility and 
take such other action with respect to any of their other clients that differs from the advice 
given or the timing or nature of action taken with respect to another client or group of 
clients. It is JPMIM's policy, to the extent practicable, to allocate, within its reasonable 
discretion, investment opportunities among clients over a period of time on a fair and 
equitable basis. One or more of JPMIM’s other client accounts may at any time hold, 
acquire, increase, decrease, dispose, or otherwise deal with positions in investments in 
which another client account may have an interest from time-to-time.   
 
JPMIM, JPMorgan Chase, and any of its or their directors, partners, officers, agents or 
employees, may also buy, sell, or trade securities for their own accounts or the proprietary 
accounts of JPMIM and/or JPMorgan Chase. JPMIM and/or JPMorgan Chase, within their 
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discretion, may make different investment decisions and other actions with respect to their 
own proprietary accounts than those made for client accounts, including the timing or 
nature of such investment decisions or actions. Further, JPMIM is not required to 
purchase or sell for any client account securities that it, JPMorgan Chase, and any of its 
or their employees, principals, or agents may purchase or sell for their own accounts or 
the proprietary accounts of JPMIM, or JPMorgan Chase or its clients. 
 
JPMIM and its related persons may recommend securities to clients that JPMIM and its 
related persons may also purchase or sell.  As a result, positions taken by JPMIM and its 
related persons may be the same as or different from, or made contemporaneously or at 
different times than, positions taken for clients of JPMIM.  As these situations may involve 
potential conflicts of interest, JPMIM has adopted policies and procedures relating to 
personal securities transactions, insider trading and other ethical considerations.  These 
policies and procedures are intended to identify and mitigate actual and perceived 
conflicts of interest with clients and to resolve such conflicts appropriately if they do occur.  
The policies and procedures contain provisions regarding preclearance of employee 
trading, reporting requirements and supervisory procedures that are designed to address 
potential conflicts of interest with respect to the activities and relationships of related 
persons that might interfere or appear to interfere with making decisions in the best 
interest of clients, including the prevention of front-running.  In addition, JPMIM has 
implemented monitoring systems designed to ensure compliance with these policies and 
procedures.   
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December 20, 2019 
 
 
Mr. Grant Anderson 
Asst. Superintendent of Finance & Operation Services, CFO 
Little Elm Independent School District  
300 Lobo Lane 
Little Elm, TX 75068 

 

Re: Little Elm Independent School District Investment Policy 

 
Dear Mr. Anderson: 

 
Thank you for your interest in the Texas Cooperative Liquid Assets Securities System 
Trust (CLASS) program. This letter is to acknowledge that the Texas CLASS staff has 

received from you (the “Investor”) and reviewed the Investment Policy (described in 
(ii) below) and the form of resolution (the “Resolution”) proposed for adoption by 

your governing body (the “Governing Body”) approving the Investment Policy.  
According to the Resolution, the Investment Policy has been developed in accordance 
with the requirements of the Public Funds Investment Act, Texas Government Code, 

Chapter 2256 (the “Act”), and, upon adoption, will authorize you to deposit funds in 
Texas CLASS for investment by Texas CLASS. You also have represented to the 

undersigned that: 
 

i.The Investment Officer named in the Resolution has been, or upon adoption of 

the Resolution will be, (a) duly designated by official action of the Governing 
Body to act as its Investment Officer pursuant to the Act, (b) vested with full 

power and authority under the Act and other applicable law (collectively, the 
“Authorized Investments Law”) to engage in investment activities on behalf of 
the Investor and to perform all obligations in connection therewith, and (c) 

duly authorized to execute this letter on behalf of the Investor for the purpose 
of confirming the representations of the Investor set forth herein; 

 
ii.Pursuant to the Act, the Governing Body of the Investor has, or will upon 

approval of the Resolution have, duly adopted a written investment policy, 

including an investment strategy (as the same may be amended, the 
“Investment Policy”), and the Investment Officer (a) has furnished a true and 

correct copy of the Investment Policy to us and (b) will promptly notify us of 
any rescission of, or amendment to, the Investment Policy, provided that we 

shall be entitled to rely upon the most recent version of the Investment Policy 
furnished by the Investment Officer; and 
 



 

2435 North Central Expressway, Suite 1200 | Richardson, Texas 75080 | (214) 473-4224 | www.texasclass.com 

iii.The Investor has implemented reasonable procedures and controls in an effort 
to preclude imprudent investment activities arising out of investment 
transactions with Texas CLASS, and prior to investing assets through the Texas 

CLASS program, the Investment Officer will determine that the contemplated 
investment is authorized under the Authorized Investments Law and is 

consistent with the Investment Policy. 
 
Texas CLASS acknowledges that it has reviewed the investment policy of the above-

named entity and has implemented reasonable procedures and controls in an effort 
to preclude investment transactions involving funds invested on behalf of Texas 

CLASS participants that are not authorized by the entity’s investment policy, except 
to the extent that this authorization is dependent on an analysis of the makeup of 
the entity’s entire portfolio or requires an interpretation of subjective investment 

standards. The Texas CLASS Program allows the purchase of investments that are 
authorized by the Act. Texas CLASS is committed to the high standards and level of 

service that participants expect in the investments of their funds. 
 
The foregoing representations of the Investor are true and correct as of the date 

hereof. 
 

Sincerely,  
 

  
 

Stephen J Dixon 
Director, Business Operations 
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TEXAS COOPERATIVE LIQUID ASSETS SECURITIES SYSTEM TRUST INVESTMENT POLICY 

 
 

This Investment Policy (the “Policy”) is adopted by the Board of Trustees of Texas Cooperative 
Liquid Assets Securities System Trust (“Texas CLASS”), its pools, portfolios and sub-accounts, a public 
funds investment pool established and created pursuant to Chapter 2256 of the Texas Government 
Code, as amended, and an Amended and Restated Trust Agreement dated as of April 8, 2019 (as 
amended from time to time, the “Trust Agreement”) among certain Texas Participants, as defined in 
the Trust Agreement, Wells Fargo Bank, National Association, as Custodian (the “Custodian”), and 
Public Trust Advisors, LLC, as Program Administrator (the “Program Administrator”).  

 
ARTICLE I 
PURPOSE 

 
Section 1.01. Purpose.  
 
  This Policy with respect to investments of Texas CLASS has been adopted to establish the 
principles and criteria by which the funds of Texas CLASS should be invested and secured and to 
comply with the provisions of the Trust Agreement and with various provisions of Texas law 
relating to the investment and security of funds of public funds investment pools (the 
“Investment Laws”). As of the date of the adoption of this Policy, the following laws are applicable 
to the investment of Texas CLASS’ funds: Chapter 2256, Texas Government Code; Chapter 791, 
Texas Government Code; Chapter 2257, Texas Government Code; and Chapter 404.101 et seq., 
Texas Government Code. The Investment Laws generally provide the minimum criteria for the 
authorized investment and security of funds of Texas CLASS and require Texas CLASS to adopt 
rules to ensure the investment of funds of Texas CLASS in accordance with such laws. This Policy 
will specify the scope of authority of Texas CLASS Officials who are responsible for the investment 
of funds of Texas CLASS. 
 
 Section 1.02. Policy Application to Sub-Accounts and Additional Pools or Portfolios. 
 
 
  This Policy shall apply to all sub-accounts of Texas CLASS, including Texas CLASS PLUS any 
other sub-accounts that are invested and managed separately from Texas CLASS, whether such 
sub-accounts contain one or multiple Participants.  This Policy shall also apply to any additional 
pools or portfolios established pursuant to the Trust Agreement.  
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ARTICLE II 

DEFINITIONS 
 
 Section 2.01.  Definitions. 
 
  Unless the context requires otherwise, the following terms and phrases used in this 
Policy shall mean the following: 
 

a) The term “Authorized Collateral” means any means or method of securing the deposit 

of funds of Texas CLASS authorized by Chapter 2257, Texas Government Code. 

 

b) The term “Authorized Investment” means any security which Texas CLASS is authorized 

to invest in under Chapter 2256, Texas Government Code. 

 

c) The term “Board” means the Board of Trustees of Texas CLASS.  
 

d) The term “Collateral” means any means or method of securing the deposit of funds of 
Texas CLASS under Article V hereof. 
 

e) The term “Collateral Act” means Chapter 2257, Texas Government Code, as amended 
from time to time. 
 

f) The term “Trustee” means a person elected or appointed to serve on the Board of 
Trustees of Texas CLASS. 
 

g) The term “Employee” means any person employed by Texas CLASS, but does not include 
independent contractors or professionals hired by Texas CLASS as outside consultants, 
such as the Program Administrator or the Custodian for Texas CLASS. 

 

h) The term “Investment Act” means Chapter 2256, Texas Government Code, as amended 
from time to time. 
 

i) The term “Investment Officer” means the Trustee of Texas CLASS designated by the 
Trust Agreement to invest and reinvest the funds of Texas CLASS held in its various 
accounts. 
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j) The term “Texas CLASS” , for purposes of this Policy, means all pools or portfolios 
established pursuant to the Trust Indenture 
 

k) The term “Texas CLASS Officials” means the Investment Officer, Trustees, officers, 
employees, and persons and business entities engaged in handling the investment of 
funds of Texas CLASS, including, without limitation, the Program Administrator and the 
Custodian. 

 
ARTICLE III 

INVESTMENT OFFICER 
 

Section 3.01.  Investment Officer. 
 

The Trust Agreement designates the Chairman of the Board, ex officio, or in the absence 
of the Chairman, the Vice Chairman, if any, to serve as Investment Officer to handle the 
investment of funds of Texas CLASS. The Investment Officer shall be responsible for investing 
funds of Texas CLASS in accordance with this Policy. The Investment Officer shall invest funds of 
Texas CLASS, not for speculation, but for investment, considering the probable safety of capital 
and the probable income to be derived, with all investment decisions to be governed by the 
following objectives in order of priority: (a) preservation and safety of principal; (b) liquidity; and 
(c) yield. 
 
 
Section 3.02.  Training. 
 

The Investment Officer shall complete any and all training sessions that may be required 
by law relating to his or her responsibilities under the Investment Act as the Investment Officer 
for the Participant represented by the Investment Officer. 
 
Section 3.03.  Reporting by the Program Administrator. 
 

Not less than quarterly and within a reasonable time after the end of the period reported, 
the Investment Officer and Texas CLASS Officials shall cause the Program Administrator to 
prepare and submit to the Board a written report of the investment transactions for all funds of 
Texas CLASS for the preceding reporting period. The report must (1) describe in detail the 
investment positions of Texas CLASS on the date of the report, (2) be signed by the Program 
Administrator, (3) state the book value and the market value of each separately invested asset at 
the beginning and end of the reporting period by the type of asset and fund type invested and by 
pool or portfolio, (4) state the maturity date of each separately invested asset that has a maturity 
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date, and (5) state the compliance of each investment portfolio as they relate to this Policy and 
the Investment Act. 

 
 

Section 3.04.  Assistance with Certain Duties of the Investment Officer. 
 

The Board hereby authorizes and directs the Program Administrator and any other Texas 
CLASS Officials requested by the Investment Officer to assist the Investment Officer with any of 
his duties, including but not limited to the following:  

 
1. Presenting a copy of the Policy to any person or business organization seeking to sell an 

investment to Texas CLASS, and obtaining the necessary written certification from such 
seller referred to in Section 4.03;  
 

2. Handling investment transactions; 
 

3. Preparing and submitting to the Board the written report of all investment transactions 
for Texas CLASS, as required by this Article; 
 

4. Researching investment options and opportunities; 
 

5. Obtaining written depository pledge agreements as required herein; 
 

6. Obtaining safekeeping receipts from the Texas financial institution which serves as a 
depository for pledged Collateral; and 
 

7. Reviewing the market value of investments of Texas CLASS, including each pool or 
portfolio established pursuant to the Trust Agreement and of the Collateral pledged to 
secure funds of Texas CLASS. 
 

ARTICLE IV  
PROCEDURES FOR INVESTMENT OF TEXAS CLASS MONIES 

 
Section 4.01.  Qualified Broker/Dealers  
 

The list of qualified broker/dealers with whom Texas CLASS may engage in investment 
transactions is listed in The Qualified Broker/Dealer List attached to this Policy as Exhibit B. The 
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Qualified Broker/Dealer List to the Policy may be amended and updated by the Board separate 
from or as a part of this Policy.  

 
 

Section 4.02.  Disclosures of Relationships with Entities Offering to Enter into Investment     
Transactions with Texas CLASS.  
 

The Investment Officer and Texas CLASS Officials shall disclose in writing (a) any “personal 
business relationship” with a business organization offering to engage in an investment 
transaction with Texas CLASS, and (b) any relationship within the second degree by affinity or 
consanguinity, as determined by Chapter 573, Texas Government Code, to any individual seeking 
to sell an investment to Texas CLASS, as required by the Investment Act. The existence of a 
“personal business relationship” shall be determined in accordance with the Investment Act. 
Such disclosure statement shall be filed with the Board and the Texas Ethics Commission. 

 
Section 4.03.  Certifications from Sellers of Investments. 
 

The Investment Officer or Texas CLASS Officials shall present this Policy to any person or 
business organization offering to engage in an investment transaction with Texas CLASS and 
obtain the certificate that such potential seller has reviewed the Policy as provided in the 
Investment Act. This certificate shall be in a form acceptable to Texas CLASS and shall state that 
the potential seller has received and reviewed the Policy and has acknowledged that the 
potential seller has implemented reasonable procedures and controls in an effort to preclude 
investment transactions with Texas CLASS that are not authorized by this Policy, except to the 
extent that this authorization is dependent on an analysis of the makeup of the entire portfolios 
of Texas CLASS or requires an interpretation of subjective investment standards. Neither the 
Investment Officer nor Texas CLASS Officials shall purchase or make any investment from a 
potential seller that has not delivered to Texas CLASS this required certification. A form of 
certificate acceptable to Texas CLASS is attached hereto as Exhibit A. 

 
Section 4.04.  Solicitation of Bids for Certificates of Deposit.  
 

Bids for certificates of deposit may be solicited orally, in writing, electronically or in any 
combination of those methods.  
 
Section 4.05.  Settlement Basis.  
 

All purchases of investments, except investment in mutual funds, shall be made on a 
delivery versus payment basis. The safekeeping entity for all Texas CLASS investments and for 
all Collateral pledged to secure funds of Texas CLASS shall be one approved by the Investment 
Officer or the Program Administrator. 

 



Investment Policy  |  Texas CLASS 
  

 

    

    

    

    

 

 
Section 4.06.  Monitoring of the Market Value of Investments and Collateral.  
 

The Program Administrator, on behalf of the Investment Officer, with the help of such 
Texas CLASS Officials as needed, shall determine the market value of each investment and of all 
Collateral pledged to secure deposits of funds of Texas CLASS at the times required and in the 
manner provided in the Trust Agreement and the Investment Act.  
 

ARTICLE V 
PROVISIONS APPLICABLE TO ALL FUNDS 

 
Section 5.01.  Provisions Applicable to All Funds.  
 

A. All funds of Texas CLASS shall be invested only in accordance with this Policy and 
shall comply with any additional requirements imposed by the Trust Agreement or 
by resolutions of the Board and applicable state law or federal tax law, including the 
Investment Laws. 
 

B. The Program Administrator may withdraw or transfer funds from and to accounts of 
Texas CLASS only in compliance with this Policy. 

 

Section 5.02.  Policy of Securing Deposits of Funds of Texas CLASS -- Applicable to All Deposited 
Funds of Texas CLASS. 
 

A. Texas CLASS recognizes that FDIC (or its successor) insurance is available for funds of 
Texas CLASS deposited at any one Texas Financial Institution (including branch banks) only 
up to a maximum of $250,000 (including accrued interest) for each of the following: (i) 
demand deposits, (ii) time and savings deposits, and (iii) deposits made pursuant to an 
indenture or pursuant to law in order to pay bondholders or noteholders. It is the policy 
of Texas CLASS that all deposited funds in Texas CLASS shall be insured by the FDIC, or its 
successor, and to the extent not insured, shall be secured by Collateral pledged to the 
extent of the fair market value of the principal amount deposited plus accrued interest as 
required by the Collateral Act.  
 

B. If it is necessary for depositories of Texas CLASS to pledge Collateral to secure Texas 
CLASS’ deposits, (1) the Collateral pledge agreement must be in writing, (2) the 
Collateral pledge agreement must be approved by the depository’s board of directors or 
loan committee, (3) the depository’s approval of the Collateral pledge agreement must 
be reflected in the minutes of the meeting of the depository’s board or loan committee 
approving same, and (4) the Collateral pledge agreement must be kept in the official 
records of the depository. The depository must provide the Investment Officer or Texas 
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CLASS Officials with written proof of the depository’s approval of the pledge agreement 
as required herein in a form acceptable to Texas CLASS. A signed or certified copy of the 
minutes of the meeting of the depository’s board or loan committee reflecting the 
approval of the Collateral pledge agreement or other written documentation of such 
approval acceptable to the Investment Officer will be accepted. It is the preference of 
the Board that all requirements of this section be met be prior to the deposit of any 
funds of Texas CLASS in such financial institution when a pledge of Collateral is required; 
however, the Board recognizes that compliance with this preference might not be 
practicable due to time constraints for making a deposit. In such event, the Board 
directs the Investment Officer and Texas CLASS Officials to proceed diligently to have 
such agreement approved and documented to assure protection of funds of Texas 
CLASS. If the decision is made to forego the protection of a Collateral pledge agreement 
with any depository, the Program Administrator shall be responsible for maintaining the 
balance of deposit(s) in such depository plus any accrued but unpaid interest at or 
below FDIC insurance levels. 
 

C. Collateral pledged by a depository shall be held in safekeeping at an independent third 
party institution, and the Program Administrator shall obtain safe-keeping receipts from 
the Texas financial institution or the safekeeping institution that reflect that Collateral as 
allowed by this Policy and in the amount required was pledged to Texas CLASS. Principal 
and accrued interest on deposits in a financial institution shall not exceed the FDIC’s, or 
its successor’s, insurance limits or the market value of the Collateral pledged as security 
for Texas CLASS’ deposits. It shall be acceptable for the Program Administrator to 
periodically receive interest on deposits to be deposited to the credit of Texas CLASS if 
needed to keep the amount of the funds under the insurance or Collateral limits. It is the 
preference of this Board that there be no sharing, splitting or cotenancy of Collateral with 
other secured parties or entities; however, in the event that a depository cannot 
accommodate this preference due to the denominations of the securities to be pledged, 
the Board directs the Investment Officer and Texas CLASS Officials to obtain appropriate 
protections in the pledge agreement with the depository to assure that the Collateral is 
liquidated and the funds distributed appropriately to all parties with a security interest in 
such Collateral. The Program Administrator shall monitor the pledged Collateral to assure 
that it is pledged only to Texas CLASS, review the fair market value of the Collateral to 
ensure that Texas CLASS’ funds are fully secured, and report periodically to the 
Investment Officer and the Board regarding the Collateral. 
 

D. Texas CLASS’ funds deposited in any Texas financial institution, to the extent that they are 
not insured, may be secured in any manner authorized by law for Texas CLASS as such law 
is currently written or as amended in the future. 
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Section 5.03. Diversification. 
 

The pool shall at all times diversify its assets in such a way as to maintain its AAAm 
rating status with at least one nationally recognized statistical rating organization. The 
diversification criteria set by the rating organization shall be reviewed with the Board at 
least annually. The diversification criteria and the diversification of the pool’s assets shall 
at all times be in compliance with the Texas Public Funds Investment Act, Chapter 2256, 
Texas Government Code. 

 
ARTICLE VI 

                                AUTHORIZED INVESTMENTS 
 
Section 6.01.  Authorized Investments – Texas CLASS. 
 

Unless specifically prohibited by law or elsewhere by this Policy, monies of Texas CLASS 
may be invested and reinvested only in investments authorized by Chapter 2256, Texas 
Government Code, as amended, including the following types of investments: 

 
1. Obligations, including letters of credit, of the United States or its agencies and 

instrumentalities, including Federal Home Loan Banks, with a maximum maturity of 397 
days, except that certain permitted variable rate securities may be purchased with final 
maturities greater than 397 days, as described in Paragraph 12 (d) below. 
 

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

3. Other obligations, the principal and interest of which are unconditionally guaranteed or 
insured by or backed by the full faith and credit of the State of Texas or the United States 
or their respective agencies and instrumentalities, including obligations that are fully 
guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit full 
faith and credit of the United States; 
 

4. Obligations of states, agencies, counties, cities, and other political subdivisions of any 
state rated as to investment quality by a nationally recognized investment rating firm not 
less than A or its equivalent; 
 

5. Certificates of deposit or share certificates if the certificate is issued by a depository 
institution that has its main office or a branch office in this state and is: (1) guaranteed or 
insured by the Federal Deposit Insurance Corporation or its successor or the National 
Credit Union Share Insurance Fund or its successor; (2) secured by obligations that are 
described by Section 2256.009(a) of Chapter 2256, Texas Government Code as amended, 
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including mortgage backed securities directly issued by a federal agency or 
instrumentality that have a market value of not less than the principal amount of the 
certificates, but excluding those mortgage backed securities of the nature described by 
Section 2256.009(b), Texas Government Code, as amended; or (3) secured in any other 
manner and amount provided by law for deposits of the investing entity. In addition, an 
investment in certificates of deposit is authorized if (1) the funds are invested by an 
investing entity through (A) a broker that has its main office or a branch office in Texas 
and is selected from a list adopted by the investing entity, or (B) a depository institution 
that has its main office or a branch office in Texas and that is selected by the investing 
entity, (2) the broker or depository institution selected by the investing entity under (1) 
above arranges for the deposit of the funds in certificates of deposit in one or more 
federally insured depository institutions, wherever located, for the account of the 
investing entity, (3) the full amount of the principal and accrued interest of each of the 
certificates of deposit is insured by the United States or an instrumentality of the United 
States, and (4) the investing entity appoints the depository institution selected by the 
investing entity under (1) above, an entity described by Section 2257.041(d) or a clearing 
broker-dealer registered with the Securities and Exchange Commission and operating 
pursuant to Securities and Exchange Commission Rules 15c3-3 (17 C.F.W. Section 
240.15c3-3) as custodian for the investing entity with respect to the certificates of deposit 
issued for the account of the investing entity, . 
 

6. Repurchase agreements that comply with the Investment Act. No more than 25% of the 
portfolio of Texas CLASS shall be invested in term repurchase agreements and no more 
than 5% of the portfolio of Texas CLASS may be invested in term repurchase agreements 
with maturities exceeding 90 days. Repurchase agreements shall be 102% collateralized 
by obligations of the United States Treasury or its agencies and instrumentalities in 
accordance with the provisions of the Public Securities Association Master Agreement on 
file with the Program Administrator pertaining to repurchase agreement operating 
procedures. 
 

7. A securities lending program where: 
 

1) the value of securities loaned under the program is not less than 100 percent 
collateralized, including accrued income; 

2) a loan made under the program allows for termination at any time; 
3) a loan made under the program is secured by: (A) pledged securities described subsection 

(I) below; (B) pledged irrevocable letters of credit issued by a bank that is: (i) organized 
and existing under the laws of the United States or any other state; and (ii) continuously 
rated by at least one nationally recognized investment rating firm at not less than A or its 
equivalent; or (C) cash invested in: 
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(I) obligations, including letters of credit, of the United States or its agencies and 
instrumentalities; (2) direct obligations of this state or its agencies and instrumentalities; 
(3) collateralized mortgage obligations directly issued by a federal agency or 
instrumentality of the United States, the underlying security for which is guaranteed by 
an agency or instrumentality of the United States; (4) other obligations, the principal and 
interest of which are unconditionally guaranteed or insured by, or backed by the full faith 
and credit of, this state or the United States or their respective agencies and 
instrumentalities; (5) obligations of states, agencies, counties, cities, and other political 
subdivisions of any state rated as to investment quality by a nationally recognized 
investment rating firm not less than A or its equivalent; and (6) bonds issued, assumed, 
or guaranteed by the State of Israel. 

 
(II) Commercial Paper pursuant to Number Nine below. 
 

(III) Mutual Funds pursuant to Number 10 below; or 
 

(IV) Investment Pools 
 

4) the terms of a loan made under the program must require that the securities being held 
as collateral be: (A) pledged to the investing entity; (B) held in the investing entity's name; 
and (C) deposited at the time the investment is made with the entity or with a third party 
selected by or approved by the investing entity; 

 
5) a loan made under the program must be placed through: (A) a primary government 

securities dealer, as defined by 5 C.F.R. Section 6801.102(f), as that regulation existed on 
September 1, 2003; or (B) a financial institution doing business in Texas; and 
 

6) an agreement to lend securities must have a term of one year or less. 
 

8. Bankers’ acceptances that comply with the Investment Act; 
 

9. Commercial paper that complies with the Investment Act; provided that no more than 
25% of the assets of Texas CLASS shall be invested in commercial paper of any one 
industry, except that the 25% limitation shall not apply to commercial paper of banking 
and financial institutions. 
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10. No-load money market mutual funds that comply with the Investment Act; 
 

11. Guaranteed investment contracts that comply with the Investment Act; 
 

12. The following other requirements shall also be met: 
 

a. No investments shall be made in securities denominated in a currency other than 
dollars of the United States of America. 

b. The weighted average maturity of the fund will not exceed the lesser of the triple-
A guidelines of a nationally recognized rating agency, or 90 days. 

c. Securities with capped coupons are not permitted. 
d. Variable rate instruments issued by United States agencies or instrumentalities 

with final maturities of greater than 397 days are allowed if the rate resets at least 
annually and is calculated with reference to a single, established money market 
index and the instrument can reasonably be expected to reset to or maintain its 
par value at all reset dates. 
 

13. Bonds issued, assumed or guaranteed by the State of Israel that are also backed by the 
full faith and credit of the United States of America. 

 
Section 6.02.  Authorized Investments – Texas CLASS PLUS 
 

Unless specifically prohibited by law or elsewhere by this Policy, monies of Texas CLASS 
PLUS may be invested and reinvested only in investments authorized by Chapter 2256, Texas 
Government Code, as amended, including the following types of investments: 

 
1. Obligations, including letters of credit, of the United States or its agencies and 

instrumentalities, including the Federal Home Loan Banks, with a maximum maturity 
of 7 years. 
 

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

3. Other obligations, the principal and interest of which are unconditionally guaranteed 
or insured by or backed by the full faith and credit of the State of Texas or the 
United States or their respective agencies and instrumentalities, including 
obligations that are fully guaranteed or insured by the Federal Deposit Insurance 
Corporation or by the explicit full faith and credit of the United States; 
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4. Obligations of states, agencies, counties, cities, and other political subdivisions of 
any state rated as to investment quality by a nationally recognized investment rating 
firm not less than A or its equivalent; 

 

5. Certificates of deposit or share certificates if the certificate is issued by a depository 
institution that has its main office or a branch office in this state and is: (1) 
guaranteed or insured by the Federal Deposit Insurance Corporation or its successor 
or the National Credit Union Share Insurance Fund or its successor; (2) secured by 
obligations that are described by Section 2256.009(a) of Chapter 2256, Texas 
Government Code as amended, including mortgage backed securities directly issued 
by a federal agency or instrumentality that have a market value of not less than the 
principal amount of the certificates, but excluding those mortgage backed securities 
of the nature described by Section 2256.009(b), Texas Government Code, as 
amended; or (3) secured in any other manner and amount provided by law for 
deposits of the investing entity. In addition, an investment in certificates of deposit 
is authorized if (1) the funds are invested by an investing entity through (A) a broker 
that has its main office or a branch office in Texas and is selected from a list adopted 
by the investing entity, or (B) a depository institution that has its main office or a 
branch office in Texas and that is selected by the investing entity, (2) the broker or 
depository institution selected by the investing entity under (1) above arranges for 
the deposit of the funds in certificates of deposit in one or more federally insured 
depository institutions, wherever located, for the account of the investing entity, (3) 
the full amount of the principal and accrued interest of each of the certificates of 
deposit is insured by the United States or an instrumentality of the United States, 
and (4) the investing entity appoints the depository institution selected by the 
investing entity under (1) above, an entity described by Section 2257.041(d) or a 
clearing broker-dealer registered with the Securities and Exchange Commission and 
operating pursuant to Securities and Exchange Commission Rules 15c3-3 (17 C.F.W. 
Section 240.15c3-3) as custodian for the investing entity with respect to the 
certificates of deposit issued for the account of the investing entity, . 
 

6. Repurchase agreements that comply with the Investment Act. No more than 25% of 
the portfolio of Texas CLASS PLUS shall be invested in term repurchase agreements 
and no more than 5% of the portfolio of Texas CLASS PLUS may be invested in term 
repurchase agreements with maturities exceeding 90 days. Repurchase agreements 
shall be 102% collateralized by obligations of the United States Treasury or its 
agencies and instrumentalities in accordance with the provisions of the Public 
Securities Association Master Agreement on file with the Program Administrator 
pertaining to repurchase agreement operating procedures. 
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7. A securities lending program where: 
(1) the value of securities loaned under the program is not less than 100 percent 

collateralized, including accrued income; 
(2) a loan made under the program allows for termination at any time; 

 
 

 
(3) a loan made under the program is secured by: (A) pledged securities described 

subsection (I) below; (B) pledged irrevocable letters of credit issued by a bank 
that is: (i) organized and existing under the laws of the United States or any 
other state; and (ii) continuously rated by at least one nationally recognized 
investment rating firm at not less than A or its equivalent; or (C) cash invested in: 
 
(I) (1) obligations, including letters of credit, of the United States or its 

agencies and instrumentalities; (2) direct obligations of this state or its 
agencies and instrumentalities; (3) collateralized mortgage obligations 
directly issued by a federal agency or instrumentality of the United 
States, the underlying security for which is guaranteed by an agency or 
instrumentality of the United States; (4) other obligations, the principal 
and interest of which are unconditionally guaranteed or insured by, or 
backed by the full faith and credit of, this state or the United States or 
their respective agencies and instrumentalities; (5) obligations of states, 
agencies, counties, cities, and other political subdivisions of any state 
rated as to investment quality by a nationally recognized investment 
rating firm not less than A or its equivalent; and (6) bonds issued, 
assumed, or guaranteed by the State of Israel. 
 

(II) Commercial Paper pursuant to Number Nine below. 
 

(III) Mutual Funds pursuant to Number 10 below; or 
 

(IV) Investment Pools 
 

(4) the terms of a loan made under the program must require that the securities 
being held as collateral be: (A) pledged to the investing entity; (B) held in the 
investing entity's name; and (C) deposited at the time the investment is made 
with the entity or with a third party selected by or approved by the investing 
entity; 
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(5) a loan made under the program must be placed through: (A) a primary 
government securities dealer, as defined by 5 C.F.R. Section 6801.102(f), as that 
regulation existed on September 1, 2003; or (B) a financial institution doing 
business in Texas; and 

 

(6) an agreement to lend securities must have a term of one year or less. 
 

8. Bankers’ acceptances that comply with the Investment Act; 
 

9. Commercial paper that complies with the Investment Act; provided that no more 
than 25% of the assets of Texas CLASS PLUS shall be invested in commercial paper of 
any one industry, except that the 25% limitation shall not apply to commercial paper 
of banking and financial institutions. 

 

10. No-load money market mutual funds that comply with the Investment Act; 
 

11. Guaranteed investment contracts that comply with the Investment Act; 
 

12. The following other requirements shall also be met: 
 

a. No investments shall be made in securities denominated in a currency other 
than dollars of the United States of America. 

b. Securities with capped coupons are not permitted.  
c. Variable rate instruments issued by United States agencies or 

instrumentalities with final maturities of greater up to 7 years are allowed if 
the rate resets at least annually and is calculated with reference to a single, 
established money market index and the instrument can reasonably be 
expected to reset to or maintain its par value at all reset dates. 
 

13. Bonds issued, assumed or guaranteed by the State of Israel that are also backed by 
the full faith and credit of the United States of America. 
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Section 6.04.  Authorized Investments – Texas CLASS Government Only Pool or Portfolio 

Monies of Texas CLASS GOVERNMENT FUND (or such other pool or portfolio as 
determined by the Board to be restricted to investments authorized pursuant to this section 6.04) 
may be invested and reinvested only in investments authorized by this policy and Chapter 2256, 
Texas Government Code, as amended, including the following types of investments: 

 
1. Obligations, including letters of credit, of the United States or its agencies and 

instrumentalities, including the Federal Home Loan Banks, with a maximum maturity of 
397 days, except that certain permitted variable rate securities may be purchased with 
final maturities greater than 397 days, as described in Paragraph 12 (d) below. 
 

2. Repurchase agreements that comply with the Investment Act. No more than 25% of the 
portfolio of Texas CLASS shall be invested in term repurchase agreements and no more 
than 5% of the portfolio of Texas CLASS may be invested in term repurchase agreements 
with maturities exceeding 90 days. Repurchase agreements shall be 102% collateralized 
by obligations of the United States Treasury or its agencies and instrumentalities in 
accordance with the provisions of the Public Securities Association Master Agreement on 
file with the Program Administrator pertaining to repurchase agreement operating 
procedures. 
 

3. Certificates of Deposit pursuant to Section 2256.010, Texas Government Code, as 
amended. 
 

4. No-load money market mutual funds that comply with the Investment Act but that do not 
include commercial paper; 
 

5. The following other requirements shall also be met: 
 

a. No investments shall be made in securities denominated in a currency other than 
dollars of the United States of America. 
 

b. The weighted average maturity of the fund will not exceed the lesser of the triple-
A guidelines of a nationally recognized rating agency, or 120 days. 
 

c. Securities with capped coupons are not permitted. 
 

d. Variable rate instruments issued by the United States treasury or agencies or 
instrumentalities with final maturities of greater than 397 days are allowed if the 
rate resets at least annually and is calculated with reference to a single, 
established money market index and the instrument can reasonably be expected 
to reset to or maintain its par value at all reset dates. 
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e. The maximum maturity for variable rate securities issued by the United States 
treasury or agencies or instrumentalities is 762 days. 

 

Section 6.03.  Prohibited Investments. 

Notwithstanding anything to the contrary stated herein, no funds of Texas CLASS may be 

invested in the following or in any other type of investment prohibited by the Investment Act or 

other applicable law: 

1. Obligations whose payment represents the coupon payments on the outstanding 

principal balance of the underlying mortgage-backed security collateral and pays 

no principal (IO’s);  

2. Obligations whose payment represents the principal stream of cash flow from the 

underlying mortgage-backed security collateral and bears no interest (PO’s);  

3. Collateralized mortgage obligations that have a stated final maturity date of 

greater than 10 years; and  

4. Collateralized mortgage obligations the interest rate of which are determined by 

an index that adjusts opposite to the changes in the market index (inverse 

floaters).  

5. Corporate bonds. 

 

ARTICLE VII 
INVESTMENT STRATEGIES 

 

Section 7.01.  Strategy Applicable to Texas CLASS. 

The general investment strategy for Texas CLASS shall be to invest all monies so as to 

accomplish the following objectives, which are listed in the order of importance: 

1. Understanding of the suitability of the investment to the financial requirements of the 
Participants in Texas CLASS;  

2. Preservation and safety of principal;  
3. Liquidity;  
4. Marketability of the investment if the need arises to liquidate the investment before 

maturity;  
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5. Diversification of the investment portfolio; and  
6. Yield. 

All monies shall be invested to meet the cash flow requirements of Texas CLASS as determined 

by the needs of the Participants. Monies in Texas CLASS shall not be invested for longer than 

397 days or as specified in Section 6.01(12)(d) and 6.01(3)(d). Monies in Texas CLASS PLUS shall 

not be invested longer than 7 years. 

ARTICLE VIII 
MISCELLANEOUS 

Section 8.01.  Annual Review. 

Texas CLASS shall review this Policy at least annually and adopt a resolution confirming 

the continuance of the Policy without amendment or adopt an Amended Policy. 

Section 8.02.  Superseding Clause. 

This Policy supersedes any prior policies adopted by the Board of Trustees regarding 

investment or securitization of Funds of Texas CLASS. 

Section 8.03.  Open Meeting. 

The Board officially finds, determines and declares that this Policy was reviewed, 
carefully considered, and adopted at a regular meeting of the Board, and that a sufficient 
written notice of the date, hour, place and subject of this meeting was posted at a place readily 
accessible and convenient to the public at the administrative office of Texas CLASS, at a place 
convenient to the public in the main office of the Secretary of State and on a bulletin board at a 
place convenient to the public in the county courthouse in Dallas County, for the time required 
by law preceding this meeting, as required by the Open Meetings Act, Chapter 551, Texas 
Government Code, and that this meeting had been open to the public as required by law at all 
times during which this Policy was discussed, considered and acted upon. The Board further 
ratifies, approves and confirms such written notice and the contents and posting thereof.  

 
This document may be executed in one or more original counterparts, each of which shall 

constitute one and the same instrument and is effective as of the date specified below. 
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Exhibit A 

CERTIFICATE OF COMPLIANCE FROM SELLERS OF INVESTMENTS 
AS REQUIRED BY THE PUBLIC FUNDS INVESTMENT ACT 

To: Texas Cooperative Liquid Assets Securities System Trust, a public funds investment pool (“Texas 

CLASS”) 

From: ______________________________  ____________________________________ 

[Name of the person offering or the    [Office such person holds]  
“qualified representative of the business  
 organization” offering to engage in an  
 investment transaction with Texas CLASS]  

 

of _______________________________(the “Business Organization”)  
[name of financial institution, business organization or investment pool] 

 

Date: ________________________ 

In accordance with the provisions of Chapter 2256 of the Texas Government Code, I hereby 

certify that: 

1. I am an individual offering to enter into an investment transaction with Texas CLASS or 

any of its subaccounts, pools or portfolios, including Texas CLASS PLUS  and [TEXAS CLASS 

GOVERNMENT ONLY] (referred to herein collectively as “Texas CLASS”), or I am a 

“qualified representative” of the Business Organization offering to enter an investment 

transaction with Texas CLASS, as applicable, as such terms are used in the Public Funds 

Investment Act, Chapter 2256, Texas Government Code, and that I meet all requirements 

under such act to sign this Certificate. 

 

2. I or the Business Organization, as applicable, anticipate selling to Texas CLASS investments 

that comply with Texas CLASS’ Investment Policy and the Investment Act (collectively 

referred to herein as the “Investments”), as amended and effective as of the date hereof. 

(the “Investment Policy”). 

 

3. I or a registered investment professional that services Texas CLASS’ account, as applicable, 

have received and reviewed the Investment Policy, which Texas CLASS has represented is 

the complete Investment Policy of Texas CLASS now in full force and effect. Texas CLASS 
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has further acknowledged that I or the Business Organization, as applicable, may rely 

upon the Investment Policy until Texas CLASS provides me or the Business Organization, 

as applicable, with any amendments to or any newly adopted form of the Investment 

Policy. 

 

4. I or the Business Organization, as applicable, have/has implemented reasonable 

procedures and controls in an effort to preclude investment transactions between Texas 

CLASS and me or the Business Organization, as applicable, that are not authorized by the 

Investment Policy, except to the extent that this authorization is dependent upon an 

analysis of Texas CLASS’ entire portfolio or requires an interpretation of subjective 

investment standards. 

 

5. I or the Business Organization, as applicable, have/has reviewed or will review prior to 

sale, the terms, conditions and characteristics of the investments to be sold to Texas 

CLASS and determined (i) that each of the Investments is an authorized investment for 

local governments under the Investment Act and (ii) each of the Investments is an 

authorized investment under the Investment Policy. The Business Organization makes no 

representation as to whether any limits on the amount of Texas CLASS’ monies to be 

invested in the Investments exceeds or in any way violates the Investment Policy. 

 

6. The Business Organization makes no representations or guarantees regarding the 

prudence, reasonableness or adequacy of the Investment Policy. 

 

7. The Business Organization has attached hereto, for return to Texas CLASS, or will provide 

a prospectus or disclosure document for each of the Investments other than certificates 

of deposit and direct obligations of the United States. 

 

By: ____________________________________  
Name: _________________________________ 
Title: ___________________________________ 

Investments other than certificates of deposit are not FDIC insured, are not deposits or other 

obligations of me, the Business Organization or any of its affiliates, and are subject to investment 

risks, including possible loss of the principal amount invested. 

Return Receipt Acknowledged on ________________, 20__. 

By: __________________________  

Title: _________________________ 
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Exhibit B 
QUALIFIED BROKER/DEALER LIST  

 

 

A list of the qualified broker/dealers with whom Texas CLASS may engage in investment transactions is available 
from the Program Administrator and such list is approved periodically by resolution of the Board of Trustees.  
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TexPool Investment Policy 

I. PURPOSE AND OBJECTIVES STATEMENT 

A. TEXPOOL 
The Interlocal Cooperation Act, chapter 791 of the Texas Government Code, and the Public Funds 
Investment Act, chapter 2256 of the Texas Government Code (the “Act”), provide for the creation of 
public funds investment pools through which political subdivisions and other entities may invest 
public funds. 

TexPool will use amortized cost to value portfolio assets and follow the criteria established by 
Governmental Accounting Standards Board (“GASB”) Statement No. 79 for use of amortized cost. 
This Investment Policy shall be interpreted and applied in a manner consistent with GASB guidance 
on external investment pools that use amortized cost to value all portfolio assets. 

Pursuant to subchapter G of chapter 404, the Comptroller of Public Accounts (the “Comptroller”) 
administers the Texas Local Government Investment Pools (the “TexPool Portfolios”) as public funds 
investment pools through the Texas Treasury Safekeeping Trust Company (the “Trust Company”). 
The Trust Company is a special-purpose trust company authorized to receive, transfer, and disburse 
money and securities as provided by statute or belonging to the state, agencies, and local political 
subdivisions and other organizations created on behalf of the state or agency or political subdivision 
of the state. The Comptroller is the sole officer, director, and shareholder of the Trust Company. 

The Comptroller and the Trust Company have contracted with an administrator and investment 
manager (“Investment Manager”) for the TexPool Portfolios. The TexPool Portfolios comprise two 
investment alternatives: TexPool and TexPool Prime. This Investment Policy relates only to TexPool. 
TexPool invests in U.S. Treasury and government agency securities, repurchase agreements, and 
certain mutual funds. 

In accordance with the Act, the Comptroller has appointed the TexPool Investment Advisory Board 
(the “Board”) to advise with respect to TexPool. The Board is composed equally of participants in the 
TexPool Portfolios and other persons who do not have a business relationship with the TexPool 
Portfolios and are qualified to advise the TexPool Portfolios. 

B. PURPOSE 
The purpose of TexPool is to offer a safe, efficient, and liquid investment alternative to local 
governments in the State of Texas. The expectation is that local governments will benefit from the 
receipt of higher investment returns as a result of economies of scale and the investment expertise 
and management oversight of the Comptroller and the Trust Company. Investments are made in 
accordance with this investment policy (the “TexPool Investment Policy”) established by the Trust 
Company and approved by the Comptroller. The TexPool Investment Policy’s investment 
parameters are more conservative than those contained in the Act. The TexPool Investment Policy is 
reviewed annually and revised as necessary. 
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C. OBJECTIVES 
As required by the Act, the investment objectives of TexPool in order of priority are: 

• preservation and safety of principal; 
• liquidity; and 
• yield 

TexPool’s additional objective is to maintain a stable $1.00 price per unit. In accordance with the 
Act, TexPool securities are marked to market daily, and if the ratio of the market value of the 
portfolio divided by the book value of the portfolio is less than 0.995 or greater than 1.005, TexPool 
will take any appropriate action necessary to maintain the ratio between 0.995 and 1.005. However, 
the $1.00 price is not guaranteed or insured by the State of Texas. 

D.  STANDARD OF CARE 
As also required by the Act, TexPool investments are made subject to the “prudent person” 
standard of care. Accordingly, the Investment Manager must make investment decisions: 

“with [the] judgment and care, under prevailing circumstances, that a person of 
prudence, discretion, and intelligence would exercise in the management of the person’s 
own affairs, not for speculation, but for investment, considering the probable safety of 
capital and the probable income to be derived.” 

    E. STRATEGIES 
1. Portfolio Composition 
The TexPool portfolio is designed and managed to ensure that it maintains its AAAm rating (or the 
equivalent) by a nationally recognized statistical rating organization (“NRSRO”). 

The following guidelines shall be followed by the Investment Manager to maintain the portfolio 
maturity consistent with a stable net asset value per share: 

• The maximum remaining maturity of any security or other investment acquired for the 
portfolio shall be 397 calendar days or less. 

• The portfolio should maintain a weighted average maturity of 60 days or less. 
• The portfolio should maintain a weighted average life of 120 days or less. 

Maturity limits are applied as defined in GASB 79. 

A cure period of not more than 10 business days shall be permitted in the event that the weighted 
average maturity of the portfolio exceeds these limits, consistent with NRSRO guidelines. 

2. Risk Management 
Principal is protected and market and credit risks minimized by investing in a diversified pool of 
assets of high credit quality. Actual risks are minimized by adequate collateralization and use of 
delivery versus payment procedures. 

The following procedure shall be followed by the Investment Manager to monitor investment 
rating changes: 

• Perform ongoing monitoring of the credit risks of all securities. 
• Create and update, as necessary, an approved list of issuers and securities. 
• Maintain the approved list in the Investment Manager’s trading and compliance system 

and utilize the system to monitor the credit risk on a pre-trade compliance basis. 
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• Note any changes in the rating of a security and determine whether such change is in 
compliance with the Act. 

• If an investment is downgraded such that it is not in compliance with the Act, liquidate the 
security as required by the Act. 

3. Liquidity 
Cash needs and cash expectations take priority in the design and structure of TexPool. Income 
and expenditure history are developed and continuously updated to determine the liquidity 
needs of TexPool. Reports of anticipated cash flow needs are used to develop the maturity 
structure of the portfolio to provide liquidity to all participants. To meet the anticipated 
liquidity needs, TexPool is invested to ensure sufficient distribution of investments in liquid, 
short-term instruments. The maturities of the investments are distributed such that there is a 
continuing stream of securities maturing at frequent intervals. 
 
Under normal operating conditions, TexPool seeks to remain fully invested. At the end of each 
business day, cash is primarily swept into repurchase agreements and/or an eligible money 
market fund 

4. Returns 
After consideration of safety and liquidity, TexPool assets are invested with the goal of 
achieving a competitive rate of return that meets or exceeds the yield on money market 
mutual funds with similar investment authority. TexPool is structured to benefit from 
anticipated market conditions and to achieve a reasonable return. 

F. DISTRIBUTION OF GAINS AND LOSSES 
All gains or losses from the sale of securities are distributed among TexPool participants, and will 
be amortized over the remaining term to maturity of the liquidated securities. 
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II. AUTHORIZED INVESTMENTS 

The Act governs the investment of TexPool. The Act sets out a number of authorized investments. 
TexPool funds may be invested only in the following authorized investments: 

A. GOVERNMENT SECURITIES (section 2256.009(a)(1) of the Act) 
1. Statutory Requirements 
Obligations of the United States, its agencies, or instrumentalities, including the Federal Home Loan 
Banks, and EXCLUDING the following: 

• Obligations whose payment represents the coupon payments on the outstanding 
principal balance of the underlying mortgage-backed security collateral and pays no 
principal; 

• Obligations whose payment represents the principal stream of cash flow from the 
underlying mortgage-backed security collateral and bears no interest; 

• Collateralized mortgage obligations that have a stated final maturity date of greater than 
10 years; and 

• Collateralized mortgage obligations the interest rate of which is determined by an 
index that adjusts opposite to the changes in a market index. 

2. Policy Guidelines 
Portfolio Composition: Up to 100% of TexPool assets may be invested in government 
obligations of the United States, its agencies, or instrumentalities. However, no more than 60% 
of the portfolio may be invested in variable rate notes. 

Maturity Limits: The maximum final stated maturity of a security may not exceed 397 days, other 
than for floating or variable rate government obligations of the United States, its agencies, or 
instrumentalities.B. REPURCHASE AGREEMENTS (section 2256.011 of the Act) 
1. Statutory Requirements 
Fully collateralized repurchase agreements or reverse repurchase agreements (i) with defined 
termination dates, (ii) secured by obligations of the United States, its agencies, or its 
instrumentalities, including certain mortgage-backed securities, (iii) that require purchased 
securities to be pledged to the investing entity, in the entity’s name, and deposited at the time of 
investment with the investing entity or a third party, and (iv) that are placed through primary 
government securities dealers, as defined by the Federal Reserve, or a financial institution doing 
business in the State of Texas. 

The term of a reverse repurchase agreement may not exceed 90 days after the date of delivery. 
Money received under a reverse repurchase agreement may be used to acquire additional 
authorized investments provided such investments mature not later than the expiration date stated 
in the reverse repurchase agreement. 

2. Policy Guidelines 
a. Repurchase Agreements 
Portfolio Composition: 
Direct Repurchase Agreements: Up to 100% of TexPool assets may be invested in repurchase 
agreements. 
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Term Repurchase Agreements: A term repurchase agreement refers to any repurchase agreement 
with more than 7 calendar days remaining to maturity or more than 7 calendar days to the next put 
option that allows TexPool to liquidate the position at par (principal plus accrued interest.) 

Maturity Limits: The maximum final maturity on repurchase agreements may not exceed 365 
days. For purposes of calculating the weighted average maturity of the portfolio, the maturity date 
of a term repurchase agreement will be equal to the put option notice period. 

Margin Requirement: Collateral must be equal to at least 102% of the total market value of 
the repurchase agreement, including accrued interest. 

b. Reverse Repurchase Agreements 
Portfolio Composition: 
TexPool may enter into reverse repurchase agreements for up to one third (1/3) of the value of TexPool 
assets. 
 
c.    Repurchase Agreements and Reverse Repurchase Agreements 
Documentation: All repurchase transactions are governed by a Bond Market Association (BMA) 
or Securities Industry and Financial Markets Association (SIFMA) approved Master Repurchase 
Agreement and Master Reverse Repurchase Agreement. 

Custody: If collateral is to be held by a third party, the third party must have been previously 
approved by the Trust Company or the Investment Manager. 

C. MONEY MARKET MUTUAL FUNDS (section 2256.014 of the Act) 
1. Statutory and Other Requirements 
No-load money market mutual fund that (i) is registered with and regulated by the Securities and 
Exchange Commission, (ii) provides a prospectus and other information required by the Securities 
Exchange Act of 1934 or the Investment Company Act of 1940, (iii) complies with federal Securities 
and Exchange Commission rule 2a-7, as promulgated under the Investment Company Act of 1940, 
(iv) is a permissible investment, and (v) includes in its investment objectives the maintenance of a 
stable net asset value of $1.00 for each share.  

2. Policy Guidelines 
Portfolio Composition: TexPool assets may be invested in approved money market mutual 
funds. The Investment Manager may utilize affiliated money market funds for this purpose provided 
the Investment Manager waives its management fee equal to the relevant affiliated fund’s net 
management fee, and provides an annual accounting of such waivers to the Trust Company. 

Concentration Limits: No more than 10% of the TexPool assets may be invested in a single 
money market fund. 

Rating: The money market mutual fund must be rated AAA or its equivalent by at least one 
NRSRO. 
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D. SECURITIES LENDING (section 2256.0115 of the Act) 
1. Statutory Requirements 
TexPool may engage in a securities lending program that complies with the following: 

a. the value of the securities loaned, including accrued interest, must be fully 
collateralized by: 
(i) government securities, 
(ii) irrevocable letters of credit issued by a bank organized under U.S. or state law 

and continuously rated at least A or its equivalent by at least one NRSRO, or 
(iii) cash invested in government securities, commercial paper, mutual funds, 

or investment pools authorized by the Act; 
b. the loan must be terminable at any time; 
c. the loan terms must require that the collateral be pledged to the investing entity, 

held in its name, and deposited with the investing entity or a third party selected 
and approved by the investing entity; 

d. the loan must be placed through primary dealers or financial institutions doing 
business in the state; and 

e. the loan agreement must have a term of one year or less. 

2. Policy Guidelines 
Cash received under securities lending agreements must be used to acquire obligations authorized 
under this investment policy, provided that the average life of the obligations cannot exceed the 
average life of the securities lending agreements. 
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III. PROHIBITED INVESTMENTS 

A. STATUTORY 
As required by section 2256.009 of the Act, TexPool cannot invest in the following: 

• Obligations whose payment represents the coupon payments on the outstanding principal 
balance of the underlying mortgage-backed security collateral and pays no principal; 

• Obligations whose payment represents the principal stream of cash flow from the underlying 
mortgage-backed security collateral and bears no interest; 

• Collateralized mortgage obligations that have a stated final maturity date of greater than 10 
years; and 

• Collateralized mortgage obligations the interest rate of which is determined by an index that 
adjusts opposite to the changes in a market index. 

B. POLICY 
1. Derivatives 
TexPool will not invest in “derivatives.” For the purposes of this Investment Policy, “derivatives” 
means instruments with embedded features that alter their characteristics or income stream or 
allow holders to hedge or speculate on a market or spreads between markets that are external to 
the issuer, or are not directly correlated on a one-to-one basis to the associated index or market. 
Derivatives include, but are not limited to, the following: 

• Arrangements in which an investor has swapped the natural cash flows or some portion 
of the natural cash flows of an instrument for a different set of cash flows. (i.e., interest 
rate swaps). 

• Over-the-counter/exchange traded options or futures (i.e., option contracts, futures 
contracts). 

• Collateralized mortgage obligations, inverse floating rate notes, range index notes, non-
money market index based notes, dual index notes, index amortizing notes, inverse multi-
index bonds, stepped inverse index bonds, inverse index bonds. 

Securities that are not considered derivatives and that are authorized investments for TexPool 
include the following: 

Treasury Bills, Treasury Notes, Treasury Bonds, Treasury Strips, repurchase agreements, 
reverse repurchase agreements, U.S. agency notes with a defined maturity and fixed coupon 
rate, U.S. agency discount notes, money market index Treasury and agency variable rate notes 
(i.e., floating rate notes tied to money market indices such as three and six month Treasury 
Bills; one, three, and six month London Interbank Offering Rate [LIBOR]; Fed Funds; one year 
Constant Maturity Treasury; prime rate; and Commercial paper composite); U.S. agency step-
up notes and any authorized investment that is callable prior to its final maturity. 

2. Commercial Paper 
While an authorized investment under the Act, TexPool will not invest in commercial paper. 

3. Certificates of Deposit 
While an authorized investment under the Act, TexPool will not invest in certificates of 
deposit. 
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IV. ADMINISTRATIVE GUIDELINES 

A. COMPETITIVE BIDDING 
TexPool trades, purchases, and sales are done on a best execution basis through a documented 
competitive bidding process. The broker/dealers used for TexPool are those approved by the 
Comptroller and the Trust Company and in compliance with the Comptroller rules. 

B. SAFEKEEPING 
All eligible book-entry securities whether purchased outright or under repurchase agreements, are 
held in a separate custodial account at the Federal Reserve Bank in the name of the TexPool Portfolios 
or in an independent third party institution designated by the Investment Manager on behalf of the 
TexPool Portfolios. All securities not held in book entry form are held at an independent third-party 
institution designated by the Investment Manager on behalf of the TexPool Portfolios. Third party 
institutions must issue original safekeeping receipts to the Investment Manager. 

C. AUTHORIZED PERSONNEL 
The Investment Manager personnel authorized to buy and sell investment instruments, send and 
receive securities, and make fund transfers and other types of related investment transactions are 
directly supervised by senior investment management personnel in the Investment Manager’s 
Investment Management Group. 

D. DOCUMENTATION 
Complete documentation and audit trails are maintained for all investment transactions. 

E. MONITORING MARKET PRICE 
State Street Bank and Trust, the custodian designated by the Investment Manager (the “Custodian”) 
provides fund accounting services for TexPool and is responsible for marking-to-market the 
portfolio holdings of TexPool on a daily basis. The Custodian receives electronic transmissions from 
various pricing vendors in order to determine the individual market price of each security held in 
TexPool. These electronic transmissions are checked daily for current data and validity of 
information. The Custodian also performs a reasonability test to determine whether the prices 
received are within a set tolerance range. In the event that any of the prices fall outside of the range, 
then these prices are investigated against secondary pricing sources. As a further check, the 
Investment Manager also monitors the prices of securities held in TexPool, in order to 
independently determine reasonableness and validity. 

The shadow price is the net asset value per share of TexPool, calculated using total investments 
measured at fair value at the calculation date. The Investment Manager calculates TexPool’s shadow 
price at a minimum on a monthly basis. The monthly calculation of the shadow price should occur 
no earlier than five business days prior to and no later than the end of the month. 

F. PARTICIPATION AGREEMENTS 
Each participant must have a fully executed participation agreement on file with the Trust 
Company before participating in TexPool. 

G. DEPOSIT AND WITHDRAWAL DEADLINES 
See separate TexPool Operating Procedures for detailed deposit and withdrawal deadlines. 
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H. REPORTING AND DISCLOSURE 
The Act requires that public fund investment pools provide basic information regarding the pool’s 
investments and operations. The pool is to provide the investment officer, or other authorized 
representative of a participating entity, disclosure information in an Information Statement. The 
required disclosure items are listed in the Act. This information is provided to all participants. 
Further, to maintain eligibility to receive funds from and invest funds on behalf of the pool’s 
participants, TexPool must furnish investment confirmations and a monthly report disclosing 
certain information. Finally, the Comptroller requires that TexPool be audited annually by an 
independent auditor. 

I. AUTHORIZED DEALERS 
The Comptroller maintains a list of approved dealers and brokers (collectively, “dealers”) 
authorized to provide investment services. All dealers who desire to become qualified bidders for 
investment transactions for TexPool must be on the approved list. The Comptroller annually 
reviews the financial condition and registration of the qualified dealers and revises the approved 
list as needed. 

J. ETHICS AND CONFLICT OF INTEREST 
The Comptroller requires the Investment Manager and its staff that are involved with making 
investment decisions for or executing trades on behalf of TexPool to disclose any personal or 
business relationship with a broker/dealer seeking to sell investments to TexPool. These employees 
are also required to refrain from personal business activity that could conflict with the proper 
execution and management of the investment program or that could impair their ability to make 
impartial decisions. The Investment Manager’s Compliance Officer is required to file a quarterly 
statement with the Trust Company evidencing compliance with foregoing matters by the 
Investment Manager and its employees. 

Moreover, agents, advisors, and contractors providing services in connection with the custody, 
management, and investment of public funds under a contract with the Comptroller are required to at 
all times avoid any actual or apparent conflict of interest with respect to the custody, management, 
and investment of public funds. For purposes of this investment policy, a conflict of interest refers to 
any circumstances in which an agent, advisor, or contractor who, in the context of duties under its 
contract with the Comptroller, has interests that are or may become inconsistent with the interests of 
the agent, advisor, or contractor with respect to other duties, contractual or otherwise. 
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Lone Star Investment Pool  

Investment Policy  
  
  

Overview  
  
The purpose of this Investment Policy is to set forth the policies which are to be followed in managing and 
operating the Lone Star Investment Pool (the “Pool”). Policies presented in this document have been developed 
based on the advice and recommendations of consultants and professionals who serve the Pool.  The Board of 
Trustees of the Pool (the “Board”) has approved these policies. All actions with respect to the Pool, including the 
establishment and implementation of this Investment Policy, shall be made solely for the interest of the Participants 
in the Pool. Capitalized terms used herein and not otherwise defined have the same meanings assigned to them in 
the Investment Agreement creating the Pool.  
  

Identification of Pool  
  
The investment objectives of the Pool, in order of priority, are preservation and safety of principal, liquidity, and 
yield.  
  
The Pool is a public funds investment pool, designed to invest in certain fixed income securities, and is created 
under the Interlocal Cooperation Act, Chapter 791, Texas Government Code, and the Public Funds Investment Act, 
Chapter 2256, Texas Government Code (the “Investment Act”).  
  

Investment Policy Objective  
  
The primary objective of this Investment Policy is to emphasize the importance of safety of principal and liquidity 
of Pool assets. The policy also addresses other key elements, including but not limited to investment 
diversification, maturity, quality and capability of investment management, and yield.  
  

Communication Objective   
  
This document is intended to serve as a guide to improve communication between the Board and:  
  
 The Advisory Board;  
  
 The Investment Officer(s);  
  
 The Investment Advisor(s);  
  
 The Custodian;  
  
 The Administrator;  
  
 The Investment Consultant;  
  
 New Board members;  
  
 Current and potential Participants.  



 

  

Investment Strategy and Guidelines  
  
Pursuant to the Agreement and applicable law, the Pool’s investments are limited to those permitted under the 
Investment Act. Further restrictions on eligible investments for each of the Pool’s funds are set forth below.  
  

Government Overnight Fund  
  
The Government Overnight Fund is designed for funds that may be required for immediate expenditure. The 
objectives of the Government Overnight Fund are, in order of importance:  
  

1. an understanding of the suitability of the investment to the financial requirements of the Government 
Overnight Fund;  

2. preservation and safety of principal;  
3. liquidity;  
4. marketability of each investment if the need arises to liquidate the investment before maturity; 
5. diversification of the investment portfolio;  
6.  and yield.  

  
The Government Overnight Fund seeks to offer daily liquidity and to maintain a net asset value of one dollar. The 
net asset value of the Government Overnight Fund is determined daily to ensure that the market value of the Fund’s 
assets is maintained at one dollar. The dollar-weighted average maturity of the Government Overnight Fund is 60 
days or fewer. The maximum stated maturity of each security acquired by the Government Overnight Fund is 13 
months for fixed rate securities and 24 months for variable rate securities. Because of their short maturities, high 
quality, and minimal price fluctuations, securities in which the Government Overnight Fund invests are generally 
considered to be marketable and very liquid. Though the Government Overnight Fund may hold investments until 
they mature, it may periodically trade securities to take advantage of perceived disparities between markets for 
various categories of investments in an effort to increase returns. The Government Overnight Fund may not invest 
more than one-third of the value of its assets (determined as of the date of investment) in the securities of any 
single issuer, except for direct obligations of the U.S. Government.   
  
Though the Pool has the authority to invest in all securities authorized under the Investment Act, it is the Board’s 
policy that only the following of such authorized investments will be eligible as Government Overnight Fund 
investments:  
  
 Obligations of the United States or its agencies and instrumentalities  
  
 Other obligations, the principal and interest of which are unconditionally guaranteed or insured by, or backed 

by the full faith and credit of, the United States or its agencies and instrumentalities  
  
 Fully collateralized repurchase agreements that meet the following criteria: (1) have a defined termination date; 

(2) are secured by obligations of the United States or its agencies and instrumentalities; (3) require the 
securities being purchased by the Government Overnight Fund to be pledged to the Government Overnight 
Fund, held in the Government Overnight Fund’s name, and deposited at the time the investment is made with 
the Government Overnight Fund or with a third party selected and approved by the Government Overnight 
Fund; and (4) are placed through a primary government securities dealer, as defined by the Federal Reserve, or 
a financial institution doing business in this state. The market value of repurchase agreement collateral is 
required to initially be 102 percent of the principal amount of such repurchase agreement. Thereafter, the 
market value of such collateral will be determined (marked-to-market) daily and reset to 102 percent of the 
principal amount if it falls below 100 percent.  

  
 The Government Overnight Fund may lend up to 25 percent of its securities pursuant to a reverse repurchase 

agreement authorized under the Investment Act. Any funds obtained pursuant to a reverse repurchase 



 

agreement must be invested in authorized Government Overnight Fund investments and match the term of the 
reverse repurchase agreement. The term of any reverse repurchase agreement may not exceed 90 days.   

  
 No-Load money market mutual funds regulated by the Securities and Exchange Commission (“SEC”), that 

invest exclusively in authorized Government Overnight Fund investments, provided the Government Overnight 
Fund shall not invest its funds in any one money market mutual fund in an amount that exceeds (i) 25 percent 
of the Government Overnight Fund’s total assets or (ii) 10 percent of the total assets of such money market 
mutual fund.    

  

Corporate Overnight Fund  
  
The Corporate Overnight Fund is designed for funds that may be required for immediate expenditure. The 
objectives of the Corporate Overnight Fund are, in order of importance:  
   

1. an understanding of the suitability of the investment to the financial requirements of the Government 
Overnight Fund;  

2. preservation and safety of principal;  
3. liquidity;  
4. marketability of each investment if the need arises to liquidate the investment before maturity; 
5. diversification of the investment portfolio;  
6.  and yield.  
  

The Corporate Overnight Fund seeks to offer daily liquidity and to maintain a net asset value of one dollar. The net 
asset value of the Corporate Overnight Fund is determined daily to ensure that the market value of the Fund’s 
assets is maintained at one dollar. The dollar-weighted average maturity of the Corporate Overnight Fund is 60 
days or fewer. The maximum stated maturity of each security acquired by the Corporate Overnight Fund is 13 
months for fixed rate securities and 24 months for variable rate securities. Because of their short maturities, high 
quality, and minimal price fluctuations, securities in which the Corporate Overnight Fund invests are generally 
considered to be marketable and very liquid. Though the Corporate Overnight Fund may hold investments until 
they mature, it may periodically trade securities to take advantage of perceived disparities between markets for 
various categories of investments in an effort to increase returns.   
  
The Corporate Overnight Fund has the authority to invest in all securities authorized under the Investment Act. 
However, it is the Board’s policy to also have the following restrictions:   
  
 Except for money market mutual funds regulated by the SEC, the Corporate Overnight Fund shall not invest its 

assets in the securities of any one nongovernmental issuer in an amount that exceeds 5 percent of the Corporate 
Overnight Fund’s total assets at cost.  
  

 Fully collateralized repurchase agreements that meet the following criteria: (1) have a defined termination date; 
(2) are secured by obligations authorized under the Investment Act; (3) require the securities being purchased 
by the Corporate Overnight Fund to be pledged to the Corporate Overnight Fund, held in the Corporate 
Overnight Fund’s name, and deposited at the time the investment is made with the Corporate Overnight Fund 
or with a third party selected and approved by the Corporate Overnight Fund; and (4) are placed through a 
primary government securities dealer, as defined by the Federal Reserve, or a financial institution doing 
business in this state. The market value of repurchase agreement collateral is required to initially be 102 
percent of the principal amount of such repurchase agreement. Thereafter, the market value of such collateral 
will be determined (marked-to-market) daily and reset to 102 percent of the principal amount if it falls below 
100 percent.  

  
 If an A-1 or P-1 investment is placed on the watch list with negative implications by Standard & Poor’s or 

Moody’s Investor Services, the Investment Advisor must notify the Investment Consultant and Administrator 
that same day and if a ready market exists for that security, sell the investment within one week.  

  



 

 The Corporate Overnight Fund shall not invest its funds in any one money market mutual fund in an amount 
that exceeds (i) 25 percent of the Corporate Overnight Fund’s total assets or (ii) 10 percent of the total assets of 
such money market mutual fund.    

  

Corporate Overnight Plus Fund  
  
The Corporate Overnight Plus Fund is designed for funds that may be required for immediate expenditure. The 
objectives of the Corporate Overnight Fund are, in order of importance:   
  

1. an understanding of the suitability of the investment to the financial requirements of the Government 
Overnight Fund;  

2. preservation and safety of principal;  
3. liquidity;  
4. marketability of each investment if the need arises to liquidate the investment before maturity; 
5. diversification of the investment portfolio;  
6.  and yield.  

  
The Corporate Overnight Plus Fund has longer maturities than those of the Corporate Overnight Fund and 
Government Overnight Fund.  The Corporate Overnight Plus Fund seeks to offer daily liquidity and to maintain a 
net asset value of one dollar. The net asset value of the Corporate Overnight Plus Fund will be determined daily to 
ensure that the fair value of the fund’s assets is maintained at one dollar. The dollar-weighted average maturity of 
the Corporate Overnight Plus Fund is 120 days or fewer. The maximum stated maturity of each security acquired 
by the Corporate Overnight Plus Fund is two years from date of purchase unless otherwise restricted by the 
Investment Act. Because of their short maturities, high quality, and minimal price fluctuations, securities in which 
the Corporate Overnight Plus Fund invests are generally considered to be marketable and very liquid. Though the 
Corporate Overnight Plus Fund may hold investments until they mature, it may periodically trade securities to take 
advantage of perceived disparities between markets for various categories of investments in an effort to increase 
returns.  
  
The Corporate Overnight Plus Fund has the authority to invest in all securities authorized under the Investment Act. 
However, it is the Board’s policy to also have the following restrictions:  
  
 Except for money market mutual funds regulated by the SEC, the Corporate Overnight Plus Fund shall not 

invest its assets in the securities of any one nongovernmental issuer in an amount that exceeds 5 percent of the 
Corporate Overnight Plus Fund’s total assets at cost.  

  
 Fully collateralized repurchase agreements that meet the following criteria: (1) have a defined termination date; 

(2) are secured by obligations authorized under the Investment Act; (3) require the securities being purchased 
by the Corporate Overnight Plus Fund to be pledged to the Corporate Overnight Plus Fund, held in the 
Corporate Overnight Plus Fund’s name, and deposited at the time the investment is made with the Corporate 
Overnight Plus Fund or with a third party selected and approved by the Corporate Overnight Plus Fund; and 
(4) are placed through a primary government securities dealer, as defined by the Federal Reserve, or a financial 
institution doing business in this state. The market value of repurchase agreement collateral is required to 
initially be 102 percent of the principal amount of such repurchase agreement. Thereafter, the market value of 
such collateral will be determined (marked-to-market) daily and reset to 102 percent of the principal amount if 
it falls below 100 percent.  

  
 If an A-1 or P-1 investment is placed on the watch list with negative implications by Standard & Poor’s or 

Moody’s Investor Services, the Investment Advisor must notify the Investment Consultant and Administrator 
that same day, and if a ready market exists for that security, sell the investment within one week.  

  
 The Corporate Overnight Plus Fund shall not invest its funds in any one money market mutual fund in an 

amount that exceeds (i) 25 percent of the Corporate Overnight Plus Fund’s total assets or (ii) 10 percent of the 
total assets of such money market mutual fund.  



 

  

 Pool Administration  
  
The Board has appointed Investment Officers and entered into a service agreement with the Administrator. The 
respective authority and responsibilities of the Board, the Investment Officers, and the Administrator are listed 
below. It should be noted that some of these responsibilities may overlap, and further that the Investment Officers 
and the Administrator shall at all times be subject to the Board’s direction.  
 

Authority and Responsibilities of the Board  
  
 Adopt this Investment Policy.  
  
 Appoint one or more Investment Officers.  
  
 Oversee selection of Investment Advisor, Custodian, Investment Consultant, and other service providers.  
  
 Monitor compliance with this Investment Policy, the Investment Act, and other law governing the Pool.  
  
 Monitor performance of the Pool.  
  
 Consider revisions to this Investment Policy to reflect changing conditions affecting the Pool or the needs of 

the Participants.  
  

Authority and Responsibilities of the Investment Officers  
  
 Invest or oversee the investment of Pool assets.  
  
 Execute contracts on behalf of the Pool, including contracts with the Investment Advisor and other service 

providers.  
  
 Oversee the daily operations of the Pool.  
  
 Monitor performance of the Pool.  
  
 Monitor the selection and performance of the Investment Advisor and other service providers.   
  
 Monitor compliance with this Investment Policy, the Investment Act, and other law governing the Pool.  
  
 Report at least quarterly to the Board.  
  
 Obtain training required under the Investment Act and report training status to the Board not less than 

annually.  
  

Authority and Responsibilities of the Administrator  
  
 Conduct search for and negotiate contracts with Investment Advisor, Custodian, Investment Consultant, and 

other service providers, subject to the direction and oversight of the Board and Investment Officers.  
  
 Market program to Local Governments.  
  
 Service Participants on an ongoing basis.  



 

  
 Meet monthly with Investment Officers and Investment Consultant to review Pool performance.  
  
 Monitor compliance with this Investment Policy, the Investment Act, and other law governing the Pool.  
  
 Report at least quarterly to the Board.  
  
 Prepare and distribute the Information Statement.  
  

 Additional Guidelines and Restrictions  
  

Standard of Care  
  
Investments of Pool assets shall be made with judgment and care, under circumstances then prevailing, that persons 
of prudence, discretion, and intelligence exercise in the management of their own affairs, not for speculation, but 
for investment, considering the probable safety of their capital as well as the probable income to be derived.  
   
Liquidity Needs  
  
The liquidity needs of the Pool shall be determined from its operating history and with a general awareness of the 
needs of Participants. The Pool’s investments and operations shall be managed consistently with such liquidity 
needs.   
  

Cash Holdings  
 
For liquidity purposes or to respond to unusual market conditions, the Pool may hold some or all of its total assets 
in cash as a temporary defensive measure, for purposes of assuring sufficient liquidity, or due to the lack of eligible 
investment securities.   
  

Operational Guidelines  
  
 Each fund within the Pool is designed and shall be managed to ensure it is continuously rated no lower than 

AAA or AAA-m or at an equivalent rating by at least one nationally recognized rating service.  
  

 Each fund within the Pool will be marked-to-market daily.  
  

 The Custodian may register or transfer assets of the Pool into its own name or the name of one or more 
nominees, provided its books and records at all times show that such assets are part of the Pool.  

  
 Total administrative and operating expenses of the Pool are not to exceed 0.06 percent per year based on the 

daily average assets.   
  
 The Investment Officers may prepare and transmit additional written guidelines and expectations for the Pool 

or for any Fund within the Pool, provided they do not exceed the parameters set forth in this Investment Policy.  
The Investment Officers will provide a copy of any such transmission to the Board at its next Board meeting.  

  
 If the Corporate Overnight Fund or the Government Overnight Fund’s amortized cost is above or below the 

market value by more than one-half of one percent, the Investment Officer will take such action as the  
Investment Officer deems appropriate to eliminate or reduce to the extent reasonably practicable any dilution 
or unfair result to existing participants, including a sale of portfolio holdings to attempt to maintain the ratio 
between 0.995 and 1.005.   



 

  
 If the Corporate Overnight Plus Fund’s book value of units outstanding is above or below market value by 

more than one-half of 1 percent, the Investment Officer will take such action as the Investment Officer deems 
appropriate to eliminate or reduce to the extent reasonably practicable any dilution or unfair result to existing 
participants, including a sale of portfolio holdings to attempt to maintain the ratio between 0.995 and 1.005.  

   
 If the Weighted Average Maturity (“WAM”) of the Corporate Overnight Plus Fund exceeds 90 days, the 

Investment Advisor must file a report with the Investment Consultant and Administrator detailing why they 
have the fund positioned beyond 90 days. The report is due the Monday following any week in which the 
fund’s WAM exceeded 90 days.  

  
 The Corporate Overnight Plus Fund will be evaluated on a “total rate of return” basis for the purpose of this 

Investment Policy; “total rate of return” is defined as interest plus appreciation or depreciation of market value.   
  

 The Investment Advisor(s) shall monitor rating changes in investments acquired by the Pool and shall take all 
prudent measures that are consistent with this Investment Policy to liquidate an investment that no longer has 
the minimum rating required under the Investment Act.  

  
 In connection with Chapter 2270 of the Texas Government Code (“Chapter 2270”), the Investment Advisor(s) 

shall monitor the list of scrutinized companies maintained by the Texas Comptroller of Public Accounts, shall 
take all prudent measures to avoid investing in scrutinized companies, and shall divest from scrutinized 
companies in accordance with Chapter 2270. When applicable, the Administrator will facilitate all required 
notifications pursuant to Chapter 2270.   

  
Securities Transactions  
  
All securities transactions are required to be affected through licensed broker-dealer firms, in accordance with all 
applicable laws and selected on the basis of reasonableness of brokerage commissions and provision of other 
services, if any, to the Pool. A detailed list shall be maintained showing all commissions paid by the Pool and the 
identity of and amount paid to each broker-dealer firm executing orders for the Pool.  
  
The Investment Advisor shall not order the purchase of investments in mutual funds, or other similar pooled 
investment vehicles, that are managed by the Investment Advisor or affiliates of the Investment Advisor.   
   
 

Evaluation and Review  
  

Frequency of Meetings and Reports  
  
The Administrator, Investment Officers, and Investment Consultant will meet at least monthly to review the 
market, the Pool’s investment portfolio, and other issues related to the Pool.  The Investment Officers and the 
Administrator will provide a written investment report to the Board at least quarterly.  
  

Quality and Capability of Investment Management  
  
The Pool and the Investment Advisor shall be carefully monitored on the basis of several key indicators to ensure a 
consistent and high quality investment approach is being followed. Such indicators include:  
  
 Changes in the Advisor personnel, ownership or fees;  
  
 Compliance with investment guidelines included in this Investment Policy;  
  



 

 Advisor’s current investment outlook for the next six to 12 months and policy developed in response to such 
outlook;  

  
 Consistency of Pool’s performance with the Advisor’s investment style;  
  
 Consistency of Pool’s performance with the Advisor’s style peer group. See “Performance Goals.”  
   
 

Performance Goals  
  
Although the primary emphasis of this Investment Policy is safety of principal and liquidity, the Board expects the 
Pool to perform credibly within a peer group of other funds or pools with similar investment structures. The 
performance of each fund may vary. The following standards, established as benchmarks only, will apply:   
  

Government Overnight Fund  
  
 The Government Overnight Fund should outperform the 91-day U.S. Treasury Bill.  
  
 The Government Overnight Fund’s return should be in the upper one-half of comparably managed funds 

selected by the Investment Consultant.  
  
Corporate Overnight Fund  
  
 The Corporate Overnight Fund should outperform the 91-day U.S. Treasury Bill.  

The Corporate Overnight Fund’s return should be in the upper one-half of comparably managed funds selected 
by the Investment Consultant.  

 
Corporate Overnight Plus Fund  
 
 The Corporate Overnight Plus Fund should outperform the 91-day U.S. Treasury Bill.  

 The Corporate Overnight Plus Fund’s return should be in the upper one-half of comparably managed funds 
selected by the Investment Consultant.  

 If the dollar-weighted average maturity of the Corporate Overnight Plus Fund is greater than 60 days for the 
period, the Corporate Overnight Plus Fund should outperform the Corporate Overnight Fund.  

Policy Review and Amendment 
 
The Investment Officers and the Administrator will use each of their quarterly investment performance evaluations 
as an opportunity to also consider recommending whether any elements of the existing Investment Policy should be 
modified.   

The Board and Advisory Board shall review this Investment Policy and investment strategies not less than 
annually. Possible reasons for policy modification include, but are not limited to, the following:   
 
 A rationale for change presented by the Investment Consultant or other industry specialist that has merit      

 New areas found to be important that are not covered in this Investment Policy  

 Impractical time horizon for the Pool’s portfolio  



 

The Board considers this Investment Policy to be a basic tool for the implementation of a long-range investment 
program for Participants but also as a dynamic document that is responsive to the need for any fundamental 
changes. The Board recognizes that a potentially damaging inconsistency would occur if policies were to undergo 
substantial change over relatively short periods, or if policy changes were implemented as a “reaction” to current 
short-term market conditions.  

 

Adopted: 7/18/2019 / Effective 9/1/2019 
LoneStar-703, Investment Policy 
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