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MURPHY CITY COUNCIL AGENDA
REGULAR CITY COUNCIL MEETING
JANUARY 3, 2017 AT 6:00 PM
206 NORTH MURPHY ROAD
MURPHY, TEXAS 75094

NOTICE is hereby given of a meeting of the City Council of the City of Murphy, Collin County, State of Texas, to
be held on January 3, 2017 at Murphy City Hall for the purpose of considering the following items. The City
Council of the City of Murphy, Texas, reserves the right to meet in closed session on any of the items listed
below should the need arise and if applicable pursuant to authorization by Title 5, Chapter 551, of the Texas
Government Code.

1. CALLTO ORDER

2. INVOCATION & PLEDGE OF ALLEGIANCE

3. ROLL CALL & CERTIFICATION OF A QUORUM

4. PRESENTATIONS/RECOGNITIONS

Presentation of Community Emergency Response Team (CERT) Graduation
Certificates.

5. PUBLIC COMMENTS

CITY MANAGER/STAFF REPORTS

Radio Systems
Sidewalk Rehabilitation Program
South Maxwell Creek Sewer Line

FM544 Traffic Safety Update

m o O ® > o0

Upcoming Events

7. CONSENT AGENDA

All consent agenda items are considered to be routine by the City Council and will
be enacted by one motion. There will be no separate discussion of these items
unless a Councilmember so requests, in which event the item will be removed from
the Consent Agenda and voted on separately.

A. Consider and/or act to approve the December 6, 2016 Regular Council meeting
minutes. Susie Quinn, City Secretary

B. Consider and/or act to approve Resolution 17-R-845 designating investment
officers of the City and approving the investment policy for the investment
of municipal funds. Steven Ventura, Interim Finance Director



MURPHY CITY COUNCIL AGENDA
January 3, 2017

8. INDIVIDUAL CONSIDERATION

A. Discussion regarding City Council attendance at board and commission
meetings. Jennifer Berthiaume, City Councilmember

9. EXECUTIVE SESSION

In accordance with Texas Government Code, Chapter 551, Subchapter D, the City
Council will now recess into Executive Session (closed meeting) to discuss the
following:

A. §551.071 Consultation with Attorney on a matter in which the duty of the
attorney to the governmental body under the Texas Disciplinary Rules of
Profession Conduct of the State Bar of Texas clearly conflicts with this chapter
regarding Boards and Commissions.

10. RECONVENE INTO REGULAR SESSION

The City Council will reconvene into Regular Session, pursuant to the provisions of
Chapter 551, Subchapter D, Texas Government Code, to take any action necessary
regarding:

A. §551.071 Consultation with Attorney on a matter in which the duty of the
attorney to the governmental body under the Texas Disciplinary Rules of
Profession Conduct of the State Bar of Texas clearly conflicts with this chapter

regarding Boards and Commissions.

B. Take Action on any Executive Session ltems.

10. ADJOURNMENT

| certify that this is a true and correct copy of the Murphy City Council Meeting Agenda and that this
notice was posted on the designated bulletin board at Murphy City Hall, 206 North Murphy Road,
Murphy, Texas 75094; a place convenient and readily accessible to the public at all times, and said
notice was posted on December 30, 2016 by 5:00 p.m. and will remain posted continuously for 72
hours prior to the scheduled meeting pursuant to Chapter 551 of the Texas Government Code.

Susie Quinn, TRMC
City Secretary

In compliance with the American with Disabilities Act, the City of Murphy will provide for reasonable
accommodations for persons attending public meetings at City Hall. Requests for accommodations or
interpretive services must be received at least 48 hours prior to the meeting. Please contact the City
Secretary at 972.468.4011 or squinn@murphytx.org.

Notice of Possible Quorum: There may be a quorum of the Animal Shelter Advisory
Committee, the Board of Adjustment, the Building and Fire Code Appeals Board, the Ethics
Review Commission, the Murphy Community Development Corporation, the Murphy
Municipal Development District Board, the Park and Recreation Board and/or the Planning
and Zoning Commission members who may be present at the meeting, but they will not
deliberate on any city or board business.
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squinn
Susie Quinn


Agenda ltem 6.F.
City Council Meeting
January 3, 2017

Issue
Upcoming Events

Staff Resource/Department
Mike Castro, City Manager

Summary

e Council Strategic Planning Sessions — Friday, January 6, 2017 from 6 pm until 9 pm —
Saturday, January 7, 2017 from 9 am until 5 pm — Sunday, January 8, 2017 from 9 am
until 2 pm — All Sessions will be held at the Murphy Activity Center, 205 North Murphy
Road

e Boards and Commission Training — Saturday, January 7, 2017 from 8:30 am until Noon at
the City Hall Community Center, 206 North Murphy Road

e Release of the Parks and Recreation Spring Guide — February 2, 2016 to be included in
the Murphy Messenger that is sent to all citizens

e Daddy Daughter Dance — Saturday, February 18, 2017 from 6 pm until 9 pm at the
Murphy Community Center, 205 North Murphy Road

e Rainbow Trout Round-Up — Saturday, February 25, 2017 from 9 am until 11 am at the
City Hall pond, 206 North Murphy Road
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Agenda ltem 7.A.
CITY COUNCIL MINUTES
REGULAR CITY COUNCIL MEETING
DECEMBER 6, 2016 AT 6:00 PM

1. CALLTO ORDER
Mayor Barna called the meeting to order at 6:01 pm.

2. INVOCATION AND PLEDGE OF ALLEGIANCE
Mayor Barna gave the invocation and led the Pledge of Allegiance.

3. ROLL CALL & CERTIFICATION OF A QUORUM
City Secretary, Susie Quinn, certified a quorum with the following Councilmembers present:
Mayor Eric Barna
Deputy Mayor Pro Tem Owais Siddiqui
Councilmember Jennifer Berthiaume
Councilmember Sarah Fincanon
Councilmember Don Reilly

Councilmembers Absent:
Mayor Pro Tem Scott Bradley
Councilmember Betty Nichols Spraggins

4. PUBLIC COMMENTS

Donna Jenkins, representative for the Murphy Historical Society. Donna provided an update to
Council that the Murphy Historical Society has received a new grant in the amount of five hundred
dollars ($500.00) to publish a book on the Murphy cemeteries. The Murphy Historical Society has
completed the 2015 grant on saving Texas history and on The Portal to Texas History site are two
hundred fifty-seven (257) Murphy photos, eighty-two (82) postcards, sixteen (16) pages of text, four
(4) letters and three (3) legal documents. Today, the Murphy Historical Society received a one
thousand dollar (51,000) grant for 2016 and has provided to University of North Texas: two hundred
thirty-six (236) photos and thirty-three (33) text documents that have been scanned by the
university. The Murphy Historical Society has contributed ten (10) photos and narratives to the
Historical Asset Survey for Collin County. Murphy history can be found in Collin County and in the
State of Texas’ websites. The last item, the Murphy Historical Society received a gift donation of
artifacts from the estate of Dessie Haker. These artifacts came from the family of Nelle Turney,
whose was the great granddaughter of William Murphy.

Projects for the future: 1). Working with the Exchange of Club of Murphy on a project called
“Murphy Makers and Thinkers,” project is still in the planning stages and hope to have completed
by October 2017. 2). Another important item is the Wylie/Sachse/Murphy Societies collaborating
together in a group instead of duplicating efforts, since we have a common heritage of people who
lived in these communities and trying to preserve history. Three times a year, we will have a speaker
participate from each group to speak and invite individuals from the community to hear about the
history. 3). Murphy Family Cemetery, worked five (5) long years in trying to obtain state designation
for the cemetery. The plaque has arrived and it is sitting in the Parks department at Collin County,
will have marker installed sometime in November, planning a huge celebration and have contacted
the Murphy family members to return for the event. Hopefully by then, will have the Murphy
Cemetery book written and for sale with the proceeds to benefit the upkeep of the cemetery.
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Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

This year, the Murphy Historical Society will work on the history of World War | as it is the one
hundred (100th) anniversary of the United States involvement in World War I. We are planning a
display of four (4) brother’s portraits who resided in Murphy who all fought in the war.

Council thanked Donna for her passion for the history of Murphy.

5. CITY MANAGER/STAFF REPORTS

Radio Systems — Chief Cotten addressed that project is progressing well. Phase Il - a few items
remain with the Motorola installation. Phase Ill — Dispatch room is almost complete and ready to
use. Portables have all been issued and old portables have been wiped cleaned in preparation for
re-sale. Phase IV is the USDD bump out system for Fire, which will be completed early part of next
year.

B. Sidewalk Rehabilitation Program — Staff will be working in the Ranch subdivision with 17 sites to
complete, once the Ranch is finished, the City will have completed six (6) of nine (9) subdivisions in
the program.

C. South Maxwell Creek Sewer Line — The crew has about two hundred fifty (250) feet of pipe left to
complete on the south end of the project. The rain has slowed down the progress some but it’s
fairly close to being completed. Once the south end portion is complete, pipe line laying will stop
as the crew will begin cleanup work. The crew will then move to the north side of FM 544, the north
end work will stop at the railroad track. Council has approved change order no. four (4) to continue
beyond the railroad track and interlock with Maxwell North subdivision.

Council asked for an estimated timeline for completion of the north end work. Staff will be meeting
with contractor and will inquiry on a timeline. Staff will provide Council with a timeline from
contractor on the completion of the north end of FM 544,

D. North Murphy Road — TXDOT has completed the weep holes at the entrance to Wagon Wheel
subdivision which effectively closes out the project.

E. Safe Routes to School — Plaques have been installed on the monuments. The lettering is small and
the City continues working with the engineer to utilize bigger letters. Major issues are left to
complete on the project which are all administrative and staff is working with the attorneys for a
resolution.

F. FM544 Traffic Safety Update — The City’s formal request has been submitted in a letter form to the
Collin County Area Engineer’s office on November 17, 2016. Staff received notice today (December
6, 2016) that the City’s request had been forwarded to the District office in Mesquite for review.
The District office will send out the appropriate personnel to review the intersection. Once the
district office has reviewed, they will make their recommendations. At this point, waiting for
feedback from TXDOT.
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Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

G. Department Director Vacancies:

Fire Chief - Chief Del Albright was welcomed this evening.

Public Services Director - In the process of interviewing candidates for the position, had one
interview to complete this week and scheduled to make a tentative offer on that position.
Community and Economic Development Director - The finalists have been selected, working to
schedule those interviews after the first of the year.

Finance Director - Currently reviewing the job description.

H. Upcoming Events —One additional item to include is the Strategic Planning Dates for January 6th,
7th and 8th.

e Boards and Commission Appreciation Dinner — Thursday, December 8, 2016 6:30 pm until
9 pm at the Community Center — 205 North Murphy Road, Murphy, Texas

e Tour of the City with the Capital Project Advisory Committee — Saturday, December 10, 2016
from 9:00 am until 1:00 pm beginning at the Murphy City Hall Community Room, 206 North
Murphy Road, Murphy, Texas

e (Capital Project Advisory Committee Orientation — Tuesday, December 13, 2016 from 6:00 pm
until 9:00 pm at the Murphy City Hall Community Room

e Boards and Commission Training — Saturday January 7, 2017 from 8:30 am until Noon at the
Murphy Activity Center, 205 North Murphy Road, Murphy Texas

Council wished to thank staff for Christmas In the Park, which was another great event.

6. CONSENT AGENDA
A. Consider and/or act to approve the November 15, 2016 Regular Council meeting minutes. Susie
Quinn, City Secretary

B. Consider and/or act to approve the November 17, 2016 Special Council meeting minutes. Susie
Quinn, City Secretary

COUNCIL ACTION (6.A. & 6.B.): APPROVED
Deputy Mayo Pro Tem Siddiqui moved to approve the consent agenda as presented.
Councilmember Fincanon seconded the motion. For: Unanimous. The motion carried by a vote
of 5-0 (Mayor Pro Tem Bradley and Councilmember Spraggins were absent).

7. INDIVIDUAL CONSIDERATION

A. Hold a public hearing and consider and/or approve Ordinance Number 16-12-1027 for the rezoning
application by Mary Pat Elledge, agent for owner Mr. Baugh, for a 1.258 acre parcel at the
southeast corner of North Murphy Road and Betsy Lane from Single Family Residential 20 (SF20)
to Neighborhood Services (NS). Kelly Carpenter, Interim Director of Community and Economic
Development
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Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

Interim Director of Community and Economic Development Kelly Carpenter addressed Council that
the 1.258 acre parcel at the southeast corner of North Murphy Road and Betsy Lane to be changed
from Single Family Residential 20 (SF20) to Neighborhood Services (NS). The uses surrounding this
parcel: North of Betsy Lane as planned development — office, South as neighborhood services, East
as planned development residential (SF9) and West — Murphy Road as planned development —
retail. The Comprehensive Plan Future Land Use Map designates this property as a Neighborhood
Services land use. The Planning and Zoning Commission recommend approval of this zoning
change on November 28, 2016. Staff recommends the rezoning from Single Family Residential 20
(SF20) to Neighborhood Services (NS).

PUBLIC HEARING OPENED at 6:22pm

Mary Pat Elledge, resident addressed Council that she would be happy to answer any further
questions.

PUBLIC HEARING CLOSED at 6:24pm

COUNCIL ACTION (7.A.): APPROVED
Deputy Mayor Pro Tem Siddiqui moved to approve Ordinance Number 16-12-1027 for the
rezoning application by Mary Pat Elledge, agent for owner Mr. Baugh, for a 1.258 acre parcel at
the southeast corner of North Murphy Road and Betsy Lane from Single Family Residential 20
(SF20) to Neighborhood Services (NS). Councilmember Berthiaume seconded the motion. The
motion carried by a vote of 5-0 (Mayor Pro Tem Bradley and Councilmember Spraggins were
absent).

B. Consider and/or act on the staff request to hire Marsh Darcy Partners as a consultant to provide
assistance in analysis of the Chapter 380 Agreement proposal of Philips Edison and assistance in
negotiating a Chapter 380 Agreement with Philips Edison as warranted. MDD will consider this at
its December 5, meeting so their recommendation will be provided at the December 6, 2016 City
Council meeting. Kelly Carpenter, Interim Director of Community and Economic Development

Interim Director of Community and Economic Development Kelly Carpenter addressed Council that
Murphy Development District (MDD) voted unanimously at the December 5, 2016 meeting to
approve staff request to hire Marsh Darcy Partners.

COUNCIL ACTION (7.B.): APPROVED
Deputy Mayor Pro Tem Siddiqui moved to approve the hiring of Marsh Darcy Partners as a
consultant not to exceed the dollar amount of $12,500 to provide assistance in analysis of the
Chapter 380 Agreement proposal of Philips Edison and assistance in negotiating a Chapter 380
Agreement with Philips Edison as warranted. Councilmember Berthiaume seconded the motion.
For: Mayor Barna, Deputy Mayor Pro Tem Siddiqui, Councilmember Berthiaume, and
Councilmember Fincanon. Against: Councilmember Reilly. The motion carried by a vote of 4-1.
(Mayor Pro Tem Bradley and Councilmember Spraggins were absent).

C. Consider and/or act on the request by Boomerjack’s Murphy, LLC to forgive the final loan payment
of $20,400 that was part of an incentive agreement entered into between the City of Murphy,

Page 4 of 7

Return to Agenda 1-3-2017 Agenda Packet Page 7 of 48




Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

Murphy Economic Development Corporation and Boomerjack’s Murphy, LLC. MDD will consider
this at its December 5, meeting so their recommendation will be provided at the December 6, 2016
City Council meeting. Kelly Carpenter, Interim Director of Community and Economic Development

Interim Director of Community and Economic Development Kelly Carpenter addressed Council that
Murphy Development District (MDD) voted at the December 5, 2016 meeting to require
Boomerjack’s to pay five (5) years back payment that would have been due if they had joined the
Murphy Chamber of Commerce as a member and for the City to forgive the remainder of the loan
as requested.

COUNCIL ACTION (7.C.): APPROVED
Deputy Mayor Pro Tem Siddiqui moved to forgive the final loan payment of $20,400 with
Boomerjack’s Murphy, LLC contingent upon back payment of five (5) year’s annual membership
to the Murphy Chamber of Commerce and upfront payment for the next five (5) year’s annual
membership to the Murphy Chamber of Commerce. Councilmember Fincanon seconded the
motion. The motion carried by a vote of 5-0 (Mayor Pro Tem Bradley and Councilmember
Spraggins were absent).

D. Consider and/or act on a request for payment to developer related to an incentive agreement
between the City of Murphy, Murphy Municipal Development District and Developer (Allen &
Loucks Venture, LP; Murphy Four Venture, LP; Champion Langford Partners; Persimmon Trail
Venture, Ltd.) for a one time Design Fee Grant related to construction of Dunkin’ Donuts in the
Murphy Marketplace. MDD will consider this at its December 5, meeting so their recommendation
will be provided at the December 6, 2016 City Council meeting. Kelly Carpenter, Interim Director of
Community and Economic Development

Interim Director of Community and Economic Development Kelly Carpenter addressed Council that
Dunkin’ Donuts met all of the requirements: summary letter, lease, financial information and
inspection for quality design. Dunkin’ Donuts incentive earnings would be $30,145.73 payable over
five (5) years. Staff recommends approval.

COUNCIL ACTION (7.D.): APPROVED
Deputy Mayor Pro Tem Siddiqui moved to approve the reimbursement amount of $30,145.73
payable over the next five (5) years to the developer, Allen & Loucks Venture, LP; Murphy Four
Venture, LP; Champion Langford Partners; Persimmon Trail Venture, Ltd. for a one time Design
Fee Grant related to construction of Dunkin’ Donuts in the Murphy Marketplace.
Councilmember Berthiaume seconded the motion. The motion carried by a vote of 5-0 (Mayor
Pro Tem Bradley and Councilmember Spraggins were absent).

E. Consider and/or act on a request for payment to developer related to an incentive agreement
between the City of Murphy, Murphy Municipal Development District and Developer (Allen &
Loucks Venture, LP; Murphy Four Venture, LP; Champion Langford Partners; Persimmon Trail
Venture, Ltd.) for a one time Design Fee Grant related to construction of Nothing Bundt Cakes in
the Murphy Marketplace. MDD will consider this at its December 5, meeting so their
recommendation will be provided at the December 6, 2016 City Council meeting. Kelly Carpenter,
Interim Director of Community and Economic Development
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Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

Interim Director of Community and Economic Development Kelly Carpenter addressed Council that
Nothing Bundt Cakes met all of the requirements: summary letter, lease, financial information and
inspection for quality design. Nothing Bundt Cakes incentive earnings would be $25,679.70
payable over five (5) years. Staff recommends approval.

COUNCIL ACTION (7.E.): APPROVED
Deputy Mayor Pro Tem Siddiqui moved to approve the reimbursement amount of $25,679.70
payable over the next five (5) years to the developer, Allen & Loucks Venture, LP; Murphy Four
Venture, LP; Champion Langford Partners; Persimmon Trail Venture, Ltd. for a one time Design
Fee Grant related to construction of Nothing Bundt Cakes in the Murphy Marketplace.
Councilmember Berthiaume seconded the motion. The motion carried by a vote of 5-0 (Mayor
Pro Tem Bradley and Councilmember Spraggins were absent).

8. EXECUTIVE SESSION
In accordance with Texas Government Code, Chapter 551, Subchapter D, the City Council recessed
into Executive Session (closed meeting) at 6:26 pm to discuss the following:

A. §551.071. Consultation with the attorney on a matter in which the duty of the attorney to the
governmental body under the Texas Disciplinary Rules of Professional Conduct of the State Bar of
Texas clearly conflicts with this chapter. Regarding Special Election Deadlines.

B. §551.072 A governmental body may conduct a closed meeting to deliberate the purchase,
exchange, lease, or value of real property if deliberation in an open meeting would have a
detrimental effect on the position of the governmental body in negotiations with a third person.

C. §551.087 A governmental body may conduct a closed meeting to
(1) todiscuss or deliberate regarding commercial or financial information that the governmental
body has received from a business prospect that the governmental body seeks to have
locate, stay, or expand in or near the territory of the governmental body and with which the
governmental body is conducting economic development negotiations; or
(2) to deliberate the offer of a financial or other incentive to a business prospect described by
Subdivision (1).

9. RECONVENE INTO REGULAR SESSION
The City Council reconvened into Regular Session at 7:37 pm, pursuant to the provisions of Chapter
551, Subchapter D, Texas Government Code, to take any action necessary regarding:

A. §551.071. Consultation with the attorney on a matter in which the duty of the attorney to the

governmental body under the Texas Disciplinary Rules of Professional Conduct of the State Bar of
Texas clearly conflicts with this chapter. Regarding Special Election Deadlines.
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Agenda ltem 7.A.
MURPHY CITY COUNCIL MINUTES
DECEMBER 6, 2016

B. §551.072 A governmental body may conduct a closed meeting to deliberate the purchase,
exchange, lease, or value of real property if deliberation in an open meeting would have a
detrimental effect on the position of the governmental body in negotiations with a third person.

C. §551.087 A governmental body may conduct a closed meeting to
(1) todiscuss or deliberate regarding commercial or financial information that the governmental
body has received from a business prospect that the governmental body seeks to have
locate, stay, or expand in or near the territory of the governmental body and with which the
governmental body is conducting economic development negotiations; or
(2) to deliberate the offer of a financial or other incentive to a business prospect described by
Subdivision (1).

D. Take Action on any Executive Session Items.

10. ADJOURNMENT
With no further business, the Council meeting adjourned at 7:48 pm.

APPROVED BY:

Eric Barna, Mayor
ATTEST:

Susie Quinn, City Secretary
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Agenda Iltem 7.B.
City Council Meeting
January 3, 2017

Issue
Consider and/or act upon approval of Resolution Number 17-R-845 designating investment
officers of the City and approving the investment policy for the investment of municipal funds.

Staff Resource/Department
Mike Castro — City Manager
Steven Ventura — Interim Finance Director

Background/History

The current investment policy was adopted by Resolution on January 5, 2016. Per the Texas Government
Code, as amended, the City’s investment policy should be reviewed and approved annually by City
Council.

Sec. 2256.005(b) of the Texas Government Code, as amended;

A written investment policy regarding the investment of City funds which emphasizes safety of principal
and liquidity; addresses investment diversification, yield, maturity, and the quality and capability of
investment management.

Sec. 2256.005(f) of the Texas Government Code, as amended;

City Council may designate by ordinance or resolution, one or more City officers or City employees as
investment officer who shall be responsible for the investment of the City’s funds consistent with the
City’s investment policy and the laws of the State of Texas

The policy presented for Council approval is the same as the policy approved on January 5, 2016.

Investment officers are required to attend training on public funds investing at least every two years.
Currently, the Interim Finance Director is the only staff member with the required training.

Financial Considerations
N/A

Action Requested
Approve Resolution designating investment officers of the City and approving the investment
policies for the investment of municipal funds.

Attachments

1) Resolution Number 17-R-845
2) Exhibit A — Investment Policy
3) Public Funds Investment Act
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Agenda Iltem 7.B.

RESOLUTION NO. 17-R-845

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MURPHY,
TEXAS, DESIGNATING INVESTMENT OFFICERS OF THE CITY;
APPROVING THE INVESTMENT POLICIES FOR THE INVESTMENT
OF MUNICIPAL FUNDS; PROVIDING A SEVERABILITY CLAUSE;
AND PROVIDING FOR AN EFFECTIVE DATE.

WHEREAS, the City Council recognizes the necessity of utilizing the public funds
entrusted to it by the citizens of Murphy in the most advantageous manner so as to maximize the
benefit of those funds for the citizens of Murphy, Texas; and

WHEREAS, the City Council recognizes the necessity of protecting the principal of
those funds and ensure the ready accessibility of such funds; and

WHEREAS, section 2256.005(b) of the Texas Government Code, as amended, requires
the City to adopt a written investment policy regarding the investment of City funds which
emphasizes safety of principal and liquidity; addresses investment diversification, yield,
maturity, and the quality and capability of investment management; and

WHEREAS, pursuant to section 2256.005(f) of the Texas Government Code, as
amended, City Council may designate by ordinance or resolution, one or more City officers or
City employees as investment officer who shall be responsible for the investment of the City’s
funds consistent with the City’s investment policy and the laws of the State of Texas; and

WHEREAS, the City Council desires to adopt regulations governing the investment of
the funds entrusted to it by the citizens of Murphy, Texas.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF MURPHY, TEXAS, AS FOLLOWS:

Section 1.  That the foregoing recitals are hereby found to be true and correct findings
of the City of Murphy, Texas, and are fully incorporated into the body of this resolution.

Section 2.  That the City of Murphy does appoint the Finance Director as the primary
Investment Officer and the City Manager and Assistant Finance Director as secondary
Investment Officers. The designated Investment Officers will attend such training and at such
times as is necessary to maintain the State standard of competency for an Investment Officer.

Section 3.  That the City of Murphy does hereby adopt Texas Government Code,
Chapter 2256, Public Funds Investment Act, in its entirety, as the rule and guide for the
investment of such public funds as are entrusted to it and are deemed suitable for investment
purposes. The Investment Policy attached hereto as Exhibit A (“Investment Policy of the City of
Murphy, Texas”), and made a part hereof for all purposes is hereby adopted as the Investment
Policy of the City of Murphy, Texas, as required by Chapter 2256 of the Texas Government
Code.
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Agenda Iltem 7.B.

Section 4. If any word, section, article, phrase, paragraph, sentence, clause, or
portion of this resolution or application thereto to any person or circumstance is held to be
invalid or unconstitutional by a court of competent jurisdiction, such holding shall not affect the
validity of the remaining portion of this ordinance; and the City Council hereby declares it would
have passed such remaining portions of this ordinance despite such invalidity which remaining
portions shall remain in full force and effect.

Section 5. This resolution shall become effective from and after its passage.

DULY RESOLVED by the City Council of the City of Murphy, Texas, on this the 3™
day of January, 2017.

Eric Barna, Mayor
City of Murphy

ATTEST:

Susie Quinn, City Secretary
City of Murphy

APPROVED AS TO FORM AND LEGALITY:

Wm. Andrew Messer, City Attorney
City of Murphy
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Agenda Iltem 7.B.

. POLICY STATEMENT

The purpose of this document is to set forth specific investment policy and strategy
guidelines for the City of Murphy in order to achieve the goals of safety, liquidity, yield, and
public trust for all investment activity. This policy serves to satisfy the statutory requirements of
the Public Funds Investment Act, Chapter 2256 of the Texas Government Code, as amended.

The receipt of a market rate of return will be secondary to the requirements for safety and
liquidity. It is the intent of the City to be in complete compliance with local law and the Texas
Public Funds Investment Act (the “Act”). The earnings from investment will be used in a
manner that best serves the interests of the City.

1. OBJECTIVES OF INVESTMENT POLICIES

The primary objectives of the City’s investment program in order of priority shall be
preservation and safety of principal, liquidity, diversification and yield. Investments are to be
chosen in a manner which promotes diversity by market sector, credit and maturity. All
investments shall be designed and managed in a manner responsive to the public trust and
consistent with State and Local law.

(@) SAFETY OF PRINCIPAL:

The foremost and primary objective of the City’s investment program is the
preservation and safety of capital of the overall portfolio. Each investment transaction
will seek first to ensure that capital losses are avoided, whether the loss occurs from the
default of a security or from erosion of market value. The objectives will be to mitigate
credit risk and interest rate risk. To control credit risk, investments should be limited to
the safest types of securities. Financial institutions, broker/dealers and advisers who serve
as intermediaries, shall be pre-qualified by the City. The credit ratings of investment
pools and individual securities will be monitored to assure compliance with this policy
and state law.

To control interest rate risk, the City will structure the investment portfolio so that
securities mature to meet cash requirements for ongoing operations and will monitor
marketable securities daily. Should an issuer experience a single step downgrade of its
credit rating by a nationally recognized credit rating agency within 90 days of the
position’s maturity, the Investment Officer may approve the holding of the security to
maturity.

(b) LIQUIDITY:

The City’s investment portfolio will remain sufficiently liquid to enable the City
to meet operating requirements that might be reasonably anticipated. Liquidity will be
achieved by matching investment maturities with forecasted cash flow funding
requirements, by investing in securities with active secondary markets and by
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Agenda Iltem 7.B.

diversification of maturities and call dates. Furthermore, since all possible cash demands
cannot be anticipated, the portfolio, or portions thereof may be placed in money market
mutual funds or local government investment pools, which offer same day liquidity for
short-term funds.

() DIVERSIFICATION:

Diversification of the portfolio will include diversification by maturity and market
sector and will include the use of a number of broker/dealers for diversification and
market coverage. Competitive bidding will be used on sale and purchase.

(d  YIELD:

The City’s investment portfolio will be designed with the objective of regularly
meeting or exceeding the average rate of return on three month U.S. Treasury Bills. The
investment program will seek to augment returns above this threshold consistent with risk
constraints identified herein, cash flow characteristics of the portfolio and prudent
investment principles. Investments are limited to relatively low risk securities in
anticipation of earning a fair return relative to the risk being assumed. Marketable
securities shall not be sold prior to maturity with the following exceptions:

1) A security with declining credit may be sold early to minimize loss of principal.

@) A security swap that would improve the quality, yield or target duration in the
portfolio.

(3) Liquidity needs of the portfolio require that the security be sold.
4) If market conditions present an opportunity for the City to benefit from the sale.

Funds held for future capital projects will be invested in such a way as to try to
produce enough income to offset inflationary construction cost increases. However, such
funds will never be unduly exposed to market price risks that would jeopardize the assets
available to accomplish their stated objective, or be invested in a manner inconsistent
with applicable federal and state regulations. Yields on debt proceeds that are not exempt
from federal arbitrage regulations are limited to the arbitrage yield of the debt obligation.
Investment officials will seek to preserve principal and maximize the yield of these funds
in the same manner as all other city funds. However, it is understood that if the yield
achieved by the city is higher than the arbitrage yield, positive arbitrage income will be
averaged over a five year period and netted against any negative arbitrage Income and the
net amount shall be rebated to the federal government as required by current federal
regulations.
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()  PUBLIC TRUST:

All participants in the investment process will seek to act responsibly as
custodians of the public trust. Investment officials will avoid any transactions that might
impair public confidence in the City’s ability to govern effectively. The governing body
recognizes that in a diversified portfolio, occasional measured losses due to market
volatility are inevitable, and must be considered within the context of the overall
portfolio’s investment return, provided that adequate diversification has been
implemented. The Investment Officer shall adhere to the City of Murphy Code of
Conduct and City Charter.

1.  PRUDENT INVESTOR RULE

@) The standard of prudence to be applied by the investment officer shall be the “prudent
investor” rule as provided in section 2256.006 of the Texas Government Code, as
amended. This section states, “Investments shall be made with judgment and care, under
circumstances then prevailing, which 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.”

(b) Investment officers acting in accordance with written procedures and exercising due
diligence, shall not be held personally liable for a specific security's credit risk or market
price changes, provided deviations from expectations are reported in a timely fashion and
appropriate action is taken to control adverse developments. The City will perform a
compliance audit of management controls on investments and adherence to investment
policies annually. Pursuant to section 2256.006(b) of the Texas Government Code, as
amended, in determining whether an investment officer has exercised prudence with
respect to an investment decision, the determination shall be made taking into
consideration: (1) the investment of all funds, or funds under the City’s control, over
which the officer had responsibility rather than a consideration as to the prudence of a
single investment; and (2) whether the investment decision was consistent with the
written investment policy of the City of Murphy.

(c) In accordance with section 2256.008 of the Texas Government Code, as amended, the
Investment Officers shall attend ten (10) hours of investment training within twelve (12)
months of assuming duties and ten (10) hours within every succeeding two (2) years.
The investment training session shall be provided by an independent source approved by
the Investment Review Committee. Training must include education in investment
controls, security risks, strategy risks, market risks, diversification of investment
portfolio, and compliance with the Act.
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IV. INVESTMENT PORTFOLIO

The City of Murphy shall invest in such investments as are lawful as enumerated in
Texas Government Code, Chapter 2256, Public Funds Investment Act, sections 2256.009
through 2256.016. The City reserves the right to further restrict the types of investments which
can be made. No investment shall be made until it shall have a full and detailed explanation to
the Council and approval given therefore by a majority vote of the Council then present. Assets
of the City of Murphy may be invested in the following instruments if deemed an authorized
investment pursuant to the Public Funds Investment Act, Chapter 2256, Texas Government
Code, and includes the following:

@ obligations of the United States of America, its agencies and instrumentalities, not to
exceed two years to stated maturity, excluding mortgage-backed securities;

(b) direct obligations of the State of Texas or its agencies and instrumentalities;

(©) 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;

(d) other obligations, the principal and interest of which are unconditional guaranteed or
insured by, or backed by the full faith and credit of, the State of Texas or the United
States or the respective agencies and instrumentalities;

(e) 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;

()] certificates of deposits issued by a state or national bank domiciled in the state or a
savings and loan association domiciled in this state and is guaranteed or insured by the
Federal Deposit Insurance Corporation or its successor or the National Credit Union
Insurance Fund or its successor secured by obligations that are described in A through E
above, to include certificates of deposit purchased through the CDARS program with a
Texas bank;

(9) a fully collateralized signed master repurchase agreement provided the repurchase
agreement approved by City Council: has a defined termination date; is secured by
obligations described in A above; security’s market value must be a minimum of 102% of
the principal value of the repurchase agreement; requires the securities being purchased
by the City to be pledged to the City, held in the City’s name, and deposited at the time
the investment is made with the City or with a third party selected and approved by the
entity; and is placed through a primary government securities dealer, as defined by the
Federal Reserve, or a financial institution doing business in this state; the safekeeping
portion of the agreement shall define the City’s rights to collateral in case of default,
bankruptcy or closing and shall establish a perfected security interest in compliance with
Federal and State regulations;
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(h) an authorized securities lending program;

() an authorized banker’s acceptance; financial institution serving as City depository will be
required to sign a depository agreement with the City and the City’s safekeeping agent;

() commercial paper which has a stated maturity of 270 days or fewer from the date of its
issuance; is rated not less than A-1 or P-1 or an equivalent rating by at least: two (2)
nationally recognized credit rating agencies; or one (1) nationally recognized credit rating
agency and is fully secured by an irrevocable letter of credit issued by a bank organized
and existing under the laws of the United States or any state;

(k) an authorized no-load money market mutual fund which is registered with and regulated
by the Securities and Exchange Commission; provides the investing entity with a
prospectus and other information required by the Securities Exchange Act of 1934 (15
U.S.C. Section 78a et seq.) or the Investment Company Act of 1940 (15 U.S.C. Section
80a-1 et seq.); has a dollar-weighted average stated maturity of 90 days or fewer; and
includes in its investment objectives the maintenance of a stable net asset value of $1 for
each share;

() guaranteed investment contract is an authorized investment for bond proceeds if the
guaranteed investment contract: has a defined termination date; is secured by obligations
described in A above, and is pledged to the City and deposited with the City or with a
third party selected and approved by the City; and

(m) an eligible investment pool if the City Council of the City of Murphy by ordinance, or
resolution authorizes investment in the particular pool.

V. TERM OF INVESTMENTS
The maximum maturity of any individual security the City may invest in shall be five (5) years.

VI. MONITORING OF THE MARKET VALUE OF INVESTMENTS

The Investment Officer(s), with the help of City Council, as needed, shall determine the
market value of each investment and of all collateral pledged to secure deposits of City funds at
least quarterly and at a time as close as practicable to the closing of the reporting period for the
investments. Such values shall be included on the investment report. The following methods
shall be used:

@) Certificates of deposit shall be valued at their face value plus any accrued but unpaid
interest;

(b) Shares in money market mutual funds and investment pools shall be valued at par plus
any accrued but unpaid interest;
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(©) Other investment securities with a remaining maturity of one year or less may be valued
in any of the following ways:

1)
)

(3)
(4)

the lower of two bids obtained from securities broker/dealers for such security;

the average of the bid and asked prices for such investment security as published
in The Wall Street Journal or The New York Times;

the bid price published by any nationally recognized security pricing service; or

the market value quoted by the seller of the security or the owner of such
collateral.

(d) Other investment securities with a remaining maturity of greater than one year shall be
valued at the lower of two bids obtained from securities broker/dealers for such security,
unless two bids are not available, in which case the securities may be valued in any
manner provided in this section.

VII. MISCELLANEOUS PROVISIONS

For funds invested in a pooled fund group, the maximum dollar-weighted average
maturity allowance is two (2) years. This average is subject to change as necessary to maintain
the maximum rate of return. Any such change must be approved by a majority vote of the City
Council then present prior to being made effective.

All transactions, excepting those for mutual funds or investment pool funds, shall be
settled on a delivery versus payment basis.
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GOVERNVENT CCODE
TI TLE 10. GENERAL GOVERNMVENT
SUBTI TLE F. STATE AND LOCAL CONTRACTS AND FUND MANAGEMENT
CHAPTER 2256. PUBLI C FUNDS | NVESTMENT
SUBCHAPTER A. AUTHORI ZED | NVESTMENTS FOR GOVERNMENTAL ENTI TI ES

Sec. 2256.001. SHORT TITLE. This chapter nay be cited as the Public Funds
| nvest ment Act.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.002. DEFINITIONS. 1In this chapter:

(1) "Bond proceeds" neans the proceeds fromthe sale of bonds, notes,
and ot her obligations issued by an entity, and reserves and funds nai ntai ned by
an entity for debt service purposes.

(2) "Book value" neans the original acquisition cost of an investnent
plus or mnus the accrued anortization or accretion.

(3) "Funds" neans public funds in the custody of a state agency or
| ocal governnent that:

(A) are not required by law to be deposited in the state treasury;

and
(B) the investing entity has authority to invest.
(4) "lInstitution of higher education” has the neani ng assi gned by
Section 61. 003, Education Code.
(5) "lnvesting entity"” and "entity" nmean an entity subject to this
chapter and descri bed by Section 2256. 003.
(6) "lnvestnent pool"” nmeans an entity created under this code to

i nvest public funds jointly on behalf of the entities that participate in the
pool and whose investnent objectives in order of priority are:

(A) preservation and safety of principal;

(B) liquidity; and

(O vyield.

(7) "Local governnent" neans a nunicipality, a county, a schoo
district, a district or authority created under Section 52(b)(1) or (2), Article
11, or Section 59, Article XVI, Texas Constitution, a fresh water supply
district, a hospital district, and any political subdivision, authority, public
corporation, body politic, or instrunentality of the State of Texas, and any
nonprofit corporation acting on behalf of any of those entities.
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(8) "Market value" neans the current face or par value of an
investnent nultiplied by the net selling price of the security as quoted by a
recogni zed market pricing source quoted on the valuation date.

(9) "Pooled fund group” neans an internally created fund of an
investing entity in which one or nore institutional accounts of the investing
entity are invested.

(10) "Qualified representative" neans a person who hol ds a position
wi th a business organi zation, who is authorized to act on behalf of the business
organi zation, and who is one of the follow ng:

(A) for a business organization doing business that is regul ated
by or registered wwth a securities conmm ssion, a person who is registered under
the rules of the National Association of Securities Deal ers;

(B) for a state or federal bank, a savings bank, or a state or
federal credit union, a nenber of the | oan commttee for the bank or branch of
the bank or a person authorized by corporate resolution to act on behalf of and
bi nd the banking institution;

(© for an investnent pool, the person authorized by the el ected
official or board with authority to admnister the activities of the investnent
pool to sign the witten instrunent on behalf of the investnent pool; or

(D) for an investnent managenent firmregistered under the
I nvest nent Advisers Act of 1940 (15 U S.C. Section 80b-1 et seq.) or, if not
subject to registration under that Act, registered with the State Securities
Board, a person who is an officer or principal of the investnent nmanagenent
firm

(11) "School district" nmeans a public school district.

(12) "Separately invested asset"” neans an account or fund of a state
agency or |local government that is not invested in a pooled fund group.

(13) "State agency" neans an office, departnment, conm ssion, board, or
ot her agency that is part of any branch of state governnent, an institution of
hi gher education, and any nonprofit corporation acting on behalf of any of those
entities.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1421, Sec. 1, eff. Sept. 1, 1997; Acts 1999, 76th Leg.,
ch. 1454, Sec. 1, eff. Sept. 1, 1999.

Sec. 2256.003. AUTHORITY TO I NVEST FUNDS; ENTITIES SUBJECT TO TH S
CHAPTER. (a) Each governing body of the followi ng entities may purchase, sell
and invest its funds and funds under its control in investnents authorized under
this subchapter in conpliance with investnent policies approved by the governing
body and according to the standard of care prescribed by Section 2256. 006:
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(1) a local governnent;

(2) a state agency;

(3) a nonprofit corporation acting on behalf of a | ocal governnent or
a state agency; or

(4) an investnent pool acting on behalf of two or nore | oca
governnents, state agencies, or a conbination of those entities.

(b) In the exercise of its powers under Subsection (a), the governing body
of an investing entity may contract with an investnent nmanagenent firm
regi stered under the Investnent Advisers Act of 1940 (15 U . S.C. Section 80b-1 et
seq.) or with the State Securities Board to provide for the investnent and
managenent of its public funds or other funds under its control. A contract
made under authority of this subsection may not be for a termlonger than two
years. A renewal or extension of the contract nust be nmade by the governing
body of the investing entity by order, ordinance, or resol ution.

(c) This chapter does not prohibit an investing entity or investnent
officer fromusing the entity's enployees or the services of a contractor of the
entity to aid the investnent officer in the execution of the officer's duties
under this chapter.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1999, 76th Leg., ch. 1454, Sec. 2, eff. Sept. 1, 1999.

Sec. 2256.004. APPLICABILITY. (a) This subchapter does not apply to:
(1) a public retirenent system as defined by Section 802.001;
(2) state funds invested as authorized by Section 404.024;
(3) an institution of higher education having total endowrents of at
| east $95 million in book value on May 1, 1995;
(4) funds invested by the Veterans' Land Board as authorized by
Chapter 161, 162, or 164, Natural Resources Code;
(5) registry funds deposited with the county or district clerk under
Chapter 117, Local Governnent Code; or
(6) a deferred conpensation plan that qualifies under either Section
401(k) or 457 of the Internal Revenue Code of 1986 (26 U . S.C. Section 1 et
seq.), as anended.
(b) This subchapter does not apply to an investnent donated to an
investing entity for a particular purpose or under ternms of use specified by the
donor.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 505, Sec. 24, eff. Sept. 1, 1997; Acts 1997, 75th Leg.,
ch. 1421, Sec. 2, eff. Sept. 1, 1997, Acts 1999, 76th Leg., ch. 62, Sec. 8.21,
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eff. Sept. 1, 1999; Acts 1999, 76th Leg., ch. 1454, Sec. 3, eff. Sept. 1, 1999.

Sec. 2256.005. I NVESTMENT POLI CIES; | NVESTMENT STRATEQ ES; | NVESTMENT
OFFICER. (a) The governing body of an investing entity shall adopt by rule,
order, ordinance, or resolution, as appropriate, a witten investnent policy
regardi ng the investnment of its funds and funds under its control.

(b) The investnent policies nust:

(1) be witten;
(2) primarily enphasize safety of principal and liquidity;
(3) address investnent diversification, yield, and maturity and the
guality and capability of investnent nanagenent; and
(4) include:
(A) alist of the types of authorized investnents in which the
investing entity's funds may be invested;
(B) the maxi mum all owable stated maturity of any i ndividual
i nvestment owned by the entity;
(C for pooled fund groups, the nmaxi mum dol | ar-wei ghted aver age
maturity all owed based on the stated maturity date for the portfolio;
(D) nethods to nonitor the market price of investnents acquired
wi th public funds;
(E) arequirenent for settlenment of all transactions, except
i nvest nent pool funds and nutual funds, on a delivery versus paynent basis; and
(F) procedures to nonitor rating changes in investnents acquired
with public funds and the |iquidation of such investnents consistent with the
provi sions of Section 2256.021.
(c) The investnent policies may provide that bids for certificates of
deposit be solicited:
(1) orally;
(2) in witing;
(3) electronically; or
(4) in any conbination of those nethods.

(d) As an integral part of an investnent policy, the governing body shal
adopt a separate witten investnent strategy for each of the funds or group of
funds under its control. Each investnent strategy nust describe the investnent
objectives for the particular fund using the followng priorities in order of
I nportance:

(1) wunderstanding of the suitability of the investnent to the
financial requirenents of the entity;

(2) preservation and safety of principal;

(3) liquidity;
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(4) marketability of the investnment if the need arises to |iquidate
the investnent before maturity;

(5) diversification of the investnent portfolio; and

(6) vyield.

(e) The governing body of an investing entity shall review its investnent
policy and investnent strategies not |ess than annually. The governi ng body
shall adopt a witten instrunment by rule, order, ordinance, or resolution
stating that it has reviewed the investnent policy and investnent strategi es and
that the witten instrunent so adopted shall record any changes nmade to either
the investnent policy or investnent strategies.

(f) Each investing entity shall designate, by rule, order, ordinance, or
resol ution, as appropriate, one or nore officers or enployees of the state
agency, |ocal governnent, or investnent pool as investnent officer to be
responsible for the investnment of its funds consistent with the investnent
policy adopted by the entity. |If the governing body of an investing entity has
contracted with another investing entity to invest its funds, the investnent
officer of the other investing entity is considered to be the investnent officer
of the first investing entity for purposes of this chapter. Authority granted
to a person to invest an entity's funds is effective until rescinded by the
investing entity, until the expiration of the officer's termor the term nation
of the person's enploynent by the investing entity, or if an investnent
managenent firm wuntil the expiration of the contract wwth the investing entity.
In the adm nistration of the duties of an investnent officer, the person
desi gnated as investnment officer shall exercise the judgnent and care, under
prevailing circunstances, that a prudent person woul d exercise in the managenment
of the person's own affairs, but the governing body of the investing entity
retains ultimate responsibility as fiduciaries of the assets of the entity.

Unl ess authorized by |aw, a person may not deposit, withdraw, transfer, or
manage in any other manner the funds of the investing entity.

(g) Subsection (f) does not apply to a state agency, |ocal governnent, or
i nvest nent pool for which an officer of the entity is assigned by |aw the
function of investing its funds.

Text of subsec. (h) as anended by Acts 1997, 75th Leg., ch. 685, Sec. 1

(h) An officer or enployee of a conm ssion created under Chapter 391,
Local Government Code, is ineligible to be an investnent officer for the
commi ssi on under Subsection (f) if the officer or enployee is an investnent
of fi cer designated under Subsection (f) for another |ocal governnent.
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Text of subsec. (h) as anended by Acts 1997, 75th Leg., ch. 1421, Sec. 3

(h) An officer or enployee of a conm ssion created under Chapter 391,

Local Governnment Code, is ineligible to be designated as an investnent officer
under Subsection (f) for any investing entity other than for that comm ssion.

(i) An investnent officer of an entity who has a personal business
relationship with a business organization offering to engage in an investnent
transaction with the entity shall file a statenent disclosing that personal
busi ness interest. An investnent officer who is related within the second
degree by affinity or consanguinity, as determ ned under Chapter 573, to an
i ndi vi dual seeking to sell an investnent to the investnment officer's entity
shall file a statenment disclosing that relationship. A statenent required under
this subsection nust be filed wth the Texas Ethics Conmm ssion and the governing
body of the entity. For purposes of this subsection, an investnent officer has
a personal business relationship with a business organi zation if:

(1) the investnment officer owns 10 percent or nore of the voting stock
or shares of the business organi zati on or owns $5,000 or nore of the fair narket
val ue of the business organizati on;

(2) funds received by the investnment officer fromthe business
organi zati on exceed 10 percent of the investnent officer's gross incone for the
previ ous year; or

(3) the investnent officer has acquired fromthe business organization
during the previous year investnents with a book val ue of $2,500 or nore for the
personal account of the investnment officer.

(j) The governing body of an investing entity may specify inits
i nvestment policy that any investnment authorized by this chapter is not
sui tabl e.

(k) Awitten copy of the investnent policy shall be presented to any
person offering to engage in an investnment transaction with an investing entity
or to an investnment managenent firmunder contract with an investing entity to
i nvest or manage the entity's investnent portfolio. For purposes of this
subsection, a business organization includes investnment pools and an invest nment
managenent firmunder contract with an investing entity to invest or manage the
entity's investnment portfolio. Nothing in this subsection relieves the
investing entity of the responsibility for nonitoring the investnments nade by
the investing entity to determne that they are in conpliance with the
i nvestnment policy. The qualified representative of the business organization
offering to engage in an investnent transaction with an investing entity shal
execute a witten instrument in a formacceptable to the investing entity and
t he busi ness organi zation substantially to the effect that the business
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or gani zati on has:

(1) received and reviewed the investnent policy of the entity; and

(2) acknow edged that the business organization has inplenented
reasonabl e procedures and controls in an effort to preclude investnent
transactions conducted between the entity and the organi zation that are not
authorized by the entity's investnent policy, except to the extent that this
aut hori zation i s dependent on an anal ysis of the nmakeup of the entity's entire
portfolio or requires an interpretation of subjective investnent standards.

(1) The investnment officer of an entity may not acquire or otherw se
obtai n any authorized i nvestnent described in the investnent policy of the
investing entity froma person who has not delivered to the entity the
i nstrunent required by Subsection (k).

(m An investing entity other than a state agency, in conjunction wth its
annual financial audit, shall performa conpliance audit of managenent controls
on i nvestnents and adherence to the entity's established i nvestnent policies.

(n) Except as provided by Subsection (0), at |east once every two years a
state agency shall arrange for a conpliance audit of nanagenent controls on
i nvestnents and adherence to the agency's established investnent policies. The
conpliance audit shall be perforned by the agency's internal auditor or by a
private auditor enployed in the manner provided by Section 321.020. Not |ater
than January 1 of each even-nunbered year a state agency shall report the
results of the nost recent audit perfornmed under this subsection to the state
auditor. Subject to a risk assessnent and to the legislative audit conmttee's
approval of including a review by the state auditor in the audit plan under
Section 321.013, the state auditor may review i nformation provided under this
section. |If review by the state auditor is approved by the legislative audit
commttee, the state auditor may, based on its review, require a state agency to
al so report to the state auditor other information the state auditor determ nes
necessary to assess conpliance with laws and policies applicable to state agency
investnents. A report under this subsection shall be prepared in a manner the
state auditor prescribes.

(o) The audit requirenents of Subsection (n) do not apply to assets of a
state agency that are invested by the conptroller under Section 404.024.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 685, Sec. 1, eff. Sept. 1, 1997, Acts 1997, 75th Leg., ch.
1421, Sec. 3, eff. Sept. 1, 1997; Acts 1999, 76th Leg., ch. 1454, Sec. 4, eff.
Sept. 1, 1999; Acts 2003, 78th Leg., ch. 785, Sec. 41, eff. Sept. 1, 2003.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 1, eff. June 17,
2011.
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Sec. 2256.006. STANDARD OF CARE. (a) Investnents shall be nade with
judgnent and care, under prevailing circunstances, that a person of prudence,
di scretion, and intelligence would exercise in the managenent of the person's
own affairs, not for specul ation, but for investnent, considering the probable
safety of capital and the probable inconme to be derived. Investnent of funds
shall be governed by the follow ng i nvestnent objectives, in order of priority:

(1) preservation and safety of principal;

(2) liquidity; and

(3) vyield.

(b) In determ ning whether an investnent officer has exercised prudence
With respect to an investnent decision, the determ nation shall be made taking
i nto consideration:

(1) the investnent of all funds, or funds under the entity's control,
over which the officer had responsibility rather than a consideration as to the
prudence of a single investnent; and

(2) whether the investnent decision was consistent with the witten
i nvestnent policy of the entity.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.007. I NVESTMENT TRAI NI NG  STATE AGENCY BOARD MEMBERS AND
OFFI CERS. (a) Each nenber of the governing board of a state agency and its
i nvestnment officer shall attend at | east one training session relating to the
person's responsibilities under this chapter within six nonths after taking
of fice or assum ng duties.

(b) The Texas Hi gher Education Coordinating Board shall provide the
training under this section.

(c) Training under this section nust include education in investnent
controls, security risks, strategy risks, market risks, diversification of
i nvestnment portfolio, and conpliance with this chapter.

(d) An investnent officer shall attend a training session not |ess than
once each state fiscal bienniumand may receive training fromany independent
source approved by the governing body of the state agency. The investnent
of ficer shall prepare a report on this subchapter and deliver the report to the
governi ng body of the state agency not |ater than the 180th day after the | ast
day of each regular session of the |egislature.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 73, Sec. 1, eff. May 9, 1997; Acts 1997, 75th Leg., ch.
1421, Sec. 4, eff. Sept. 1, 1997; Acts 1999, 76th Leg., ch. 1454, Sec. 5, eff.
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Sept. 1, 1999.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 2, eff. June 17,
2011.

Sec. 2256.008. | NVESTMENT TRAI NI NG  LOCAL GOVERNMENTS.

Text of subsection as anmended by Acts 2015, 84th Leg., R S., Ch. 222 (H. B
1148), Sec. 1

(a) Except as provided by Subsections (b) and (e), the treasurer, the
chief financial officer if the treasurer is not the chief financial officer, and
the investnment officer of a |ocal governnment shall:

(1) attend at | east one training session froman i ndependent source
approved by the governing body of the |ocal governnent or a designated
i nvestment comm ttee advising the investnent officer as provided for in the
i nvestnment policy of the |local government and containing at |east 10 hours of
instruction relating to the treasurer's or officer's responsibilities under this
subchapter within 12 nonths after taking office or assum ng duties; and

(2) except as provided by Subsections (b), (e), and (f), attend an
i nvestnment training session not |less than once in a two-year period that begins
on the first day of that |ocal governnment's fiscal year and consists of the two
consecutive fiscal years after that date, and receive not |ess than 10 hours of
instruction relating to investnment responsibilities under this subchapter from
an i ndependent source approved by the governing body of the |ocal governnent or
a designated i nvestnment committee advising the investnent officer as provided
for in the investnent policy of the |ocal governnent.

Text of subsection as anended by Acts 2015, 84th Leg., R S., Ch. 1248 (H. B.
870), Sec. 1

(a) Except as provided by Subsections (a-1), (b), and (e), the treasurer,
the chief financial officer if the treasurer is not the chief financial officer,
and the investnent officer of a |ocal government shall:

(1) attend at | east one training session froman i ndependent source
approved by the governing body of the |ocal governnent or a designated
i nvestnment comm ttee advising the investnent officer as provided for in the
i nvestnent policy of the |local governnment and containing at |east 10 hours of
instruction relating to the treasurer's or officer's responsibilities under this
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subchapter within 12 nonths after taking office or assum ng duties; and

(2) attend an investnent training session not |less than once in a two-
year period that begins on the first day of that |ocal governnent's fiscal year
and consists of the two consecutive fiscal years after that date, and receive
not | ess than 10 hours of instruction relating to investnent responsibilities
under this subchapter from an i ndependent source approved by the governi ng body
of the | ocal governnent or a designated investnent commttee advising the
i nvestnent officer as provided for in the investnent policy of the |oca
gover nment .

(a-1) In addition to the requirenents of Subsection (a)(1l), the treasurer,
or the chief financial officer if the treasurer is not the chief financia
officer, and the investnent officer of a school district or a nunicipality shal
attend an investnent training session not |ess than once in a two-year period
that begins on the first day of the school district's or nunicipality's fisca
year and consists of the two consecutive fiscal years after that date, and
receive not |less than eight hours of instruction relating to investnent
responsibilities under this subchapter from an i ndependent source approved by
t he governi ng body of the school district or nunicipality, or by a designated
i nvestnment comm ttee advising the investnent officer as provided for in the
i nvestnent policy of the school district or nmunicipality.

(b) An investing entity created under authority of Section 52(b), Article
11, or Section 59, Article XVI, Texas Constitution, that has contracted with an
i nvest ment managenent firmunder Section 2256.003(b) and has fewer than five
full-time enpl oyees or an investing entity that has contracted w th anot her
investing entity to invest the entity's funds may satisfy the training
requi renent provided by Subsection (a)(2) by having an officer of the governing
body attend four hours of appropriate instruction in a two-year period that
begins on the first day of that |ocal governnment's fiscal year and consists of
the two consecutive fiscal years after that date. The treasurer or chief
financial officer of an investing entity created under authority of Section
52(b), Article Ill, or Section 59, Article XVI, Texas Constitution, and that has
fewer than five full-time enployees is not required to attend training required
by this section unless the person is also the investnent officer of the entity.

(c) Training under this section nust include education in investnent
controls, security risks, strategy risks, market risks, diversification of
i nvestnment portfolio, and conpliance with this chapter.

(d) Not l|ater than Decenber 31 each year, each individual, association,
busi ness, organi zation, governnental entity, or other person that provides
training under this section shall report to the conptroller a list of the
governnmental entities for which the person provided required training under this
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section during that calendar year. An individual's reporting requirenents under
this subsection are satisfied by a report of the individual's enployer or the
sponsoring or organizing entity of a training programor sem nar.
(e) This section does not apply to a district governed by Chapter 36 or
49, Water Code.
(f) Subsection (a)(2) does not apply to an officer of a nmunicipality if
the nmunicipality:
(1) does not invest nunicipal funds; or
(2) only deposits municipal funds in:
(A) interest-bearing deposit accounts; or
(B) certificates of deposit as authorized by Section 2256.010.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1421, Sec. 5, eff. Sept. 1, 1997; Acts 1999, 76th Leg.,
ch. 1454, Sec. 6, eff. Sept. 1, 1999; Acts 2001, 77th Leg., ch. 69, Sec. 4,
eff. May 14, 2001.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 3, eff. June 17,
2011.

Acts 2015, 84th Leg., R S., Ch. 222 (H B. 1148), Sec. 1, eff. Septenber 1
2015.

Acts 2015, 84th Leg., R S., Ch. 1248 (H.B. 870), Sec. 1, eff. Septenber 1
2015.

Sec. 2256.009. AUTHORI ZED | NVESTMENTS:  OBLI GATI ONS OF, OR GUARANTEED BY
GOVERNMENTAL ENTITIES. (a) Except as provided by Subsection (b), the follow ng
are authorized investnents under this subchapter:

(1) obligations, including letters of credit, of the United States or
its agencies and instrunentalities;

(2) direct obligations of this state or its agencies and
instrunmentalities;

(3) collateralized nortgage obligations directly issued by a federa
agency or instrunentality of the United States, the underlying security for
whi ch is guaranteed by an agency or instrunentality of the United States;

(4) other obligations, the principal and interest of which are
uncondi ti onal |y guaranteed or insured by, or backed by the full faith and credit
of, this state or the United States or their respective agenci es and
instrumentalities, including obligations that are fully guaranteed or insured by
t he Federal Deposit |Insurance Corporation or by the explicit full faith and
credit of the United States;

(5) obligations of states, agencies, counties, cities, and other
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political subdivisions of any state rated as to investnent quality by a
nationally recogni zed investnent rating firmnot |less than A or its equival ent;
and

(6) bonds issued, assuned, or guaranteed by the State of |srael.

(b) The follow ng are not authorized i nvestnents under this section:

(1) obligations whose paynent represents the coupon paynents on the
out st andi ng princi pal bal ance of the underlying nortgage-backed security
col l ateral and pays no princi pal ;

(2) obligations whose paynent represents the principal stream of cash
flow fromthe underlying nortgage- backed security collateral and bears no
I nterest;

(3) collateralized nortgage obligations that have a stated fina
maturity date of greater than 10 years; and

(4) collateralized nortgage obligations the interest rate of which is
determ ned by an index that adjusts opposite to the changes in a market i ndex.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1999, 76th Leg., ch. 1454, Sec. 7, eff. Sept. 1, 1999; Acts 2001, 77th Leg.,
ch. 558, Sec. 1, eff. Sept. 1, 2001.
Anmended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H. B. 2226), Sec. 4, eff. June 17,
2011.

Sec. 2256.010. AUTHORI ZED | NVESTMENTS: CERTI FI CATES OF DEPCSI T AND SHARE
CERTI FI CATES. (a) A certificate of deposit or share certificate is an
aut hori zed i nvestnment under this subchapter if the certificate is issued by a
depository institution that has its nmain office or a branch office in this state
and is:

(1) gquaranteed or insured by the Federal Deposit |nsurance 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),

i ncl udi ng nortgage backed securities directly issued by a federal agency or
instrunmentality that have a market value of not |ess than the principal anount
of the certificates, but excluding those nortgage backed securities of the
nature described by Section 2256.009(b); or

(3) secured in any other manner and anount provided by |aw for
deposits of the investing entity.

(b) In addition to the authority to invest funds in certificates of
deposit under Subsection (a), an investnent in certificates of deposit nade in
accordance with the followi ng conditions is an authorized investnment under this
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subchapter:

(1) the funds are invested by an investing entity through:

(A) a broker that has its main office or a branch office in this
state and is selected froma |ist adopted by the investing entity as required by
Section 2256.025; or

(B) a depository institution that has its main office or a branch
office in this state and that is selected by the investing entity;

(2) the broker or the depository institution selected by the investing
entity under Subdivision (1) arranges for the deposit of the funds in
certificates of deposit in one or nore federally insured depository
institutions, wherever |ocated, 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
instrunmentality of the United States; and

(4) the investing entity appoints the depository institution selected
by the investing entity under Subdivision (1), an entity described by Section
2257.041(d), or a clearing broker-dealer registered with the Securities and
Exchange Conm ssion and operating pursuant to Securities and Exchange Comm ssion
Rul e 15¢3-3 (17 C.F. R Section 240.15c3-3) as custodian for the investing entity
with respect to the certificates of deposit issued for the account of the
i nvesting entity.

Amended by Acts 1995, 74th Leg., ch. 32, Sec. 1, eff. April 28, 1995; Acts
1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995, Acts 1997, 75th Leg., ch.
1421, Sec. 6, eff. Sept. 1, 1997.
Amended by:
Acts 2005, 79th Leg., Ch. 128 (H.B. 256), Sec. 1, eff. Septenber 1, 2005.
Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 5, eff. June 17,
2011.

Sec. 2256.011. AUTHORI ZED | NVESTMENTS: REPURCHASE AGREEMENTS. (a) A
fully collateralized repurchase agreenent is an authorized investnment under this
subchapter if the repurchase agreenent:

(1) has a defined termi nation date;

(2) is secured by a conbination of cash and obligations described by
Section 2256.009(a)(1); and

(3) requires the securities being purchased by the entity or cash held
by the entity to be pledged to the entity, held in the entity's nanme, and
deposited at the tinme the investnent is nade with the entity or with a third
party sel ected and approved by the entity; and

(4) is placed through a primary government securities dealer, as
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defined by the Federal Reserve, or a financial institution doing business in
this state.

(b) In this section, "repurchase agreenent” neans a sinultaneous agreenent
to buy, hold for a specified tinme, and sell back at a future date obligations
descri bed by Section 2256.009(a)(1), at a market value at the tine the funds are
di sbursed of not |ess than the principal anmount of the funds di sbursed. The
termincludes a direct security repurchase agreenent and a reverse security
repur chase agreenent.

(c) Notw thstanding any other law, the termof any reverse security
repurchase agreenent nmay not exceed 90 days after the date the reverse security
repurchase agreenent is delivered.

(d) Money received by an entity under the terns of a reverse security
repurchase agreenent shall be used to acquire additional authorized investnents,
but the term of the authorized investnents acquired nust nmature not |ater than
the expiration date stated in the reverse security repurchase agreenent.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 6, eff. June 17,
2011.

Sec. 2256.0115. AUTHORI ZED | NVESTMENTS: SECURI TI ES LENDI NG PROGRAM  (a)
A securities lending programis an authorized investnent under this subchapter
if it meets the conditions provided by this section.
(b) To qualify as an authorized investnent under this subchapter:
(1) the value of securities |oaned under the program nust be not |ess
t han 100 percent collateralized, including accrued inconeg;
(2) a loan made under the programnust allow for term nation at any

time;
(3) a loan made under the program nust be secured by:
(A) pledged securities described by Section 2256. 009;
(B) pledged irrevocable letters of credit issued by a bank that
i S:

(i) organized and existing under the laws of the United States
or any other state; and

(ii) continuously rated by at |east one nationally recognized
investrment rating firmat not less than A or its equivalent; or

(C) cash invested in accordance with Section

(i) 2256.009;

(i) 2256.013;

(iii) 2256.014; or
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(iv) 2256.016;
(4) the terns of a | oan nmade under the program nust require that the
securities being held as collateral be:
(A) pledged to the investing entity;
(B) held in the investing entity's nane; and
(C) deposited at the tine the investnent is nade with the entity
or with a third party selected by or approved by the investing entity;
(5 a loan nade under the program nust be placed through:
(A) a primary governnent securities dealer, as defined by 5 CF. R
Section 6801.102(f), as that regul ation existed on Septenber 1, 2003; or
(B) a financial institution doing business in this state; and
(6) an agreenent to lend securities that is executed under this
section nust have a termof one year or |ess.

Agenda Iltem 7.B.

Added by Acts 2003, 78th Leg., ch. 1227, Sec. 1, eff. Sept. 1, 2003.

Sec. 2256.012. AUTHORI ZED | NVESTMENTS: BANKER S ACCEPTANCES. A bankers
acceptance is an authorized investnent under this subchapter if the bankers'
accept ance:

(1) has a stated maturity of 270 days or fewer fromthe date of its
I ssuance;

(2) wll be, in accordance with its terns, liquidated in full at
maturity;

(3) is eligible for collateral for borrowing froma Federal Reserve
Bank; and

(4) is accepted by a bank organi zed and exi sting under the |aws of the
United States or any state, if the short-termobligations of the bank, or of a
bank hol di ng conpany of which the bank is the |argest subsidiary, are rated not
|l ess than A-1 or P-1 or an equivalent rating by at |east one nationally
recogni zed credit rating agency.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.013. AUTHORI ZED | NVESTMENTS: COWERCI AL PAPER.  Conmer ci al
paper is an authorized investnent under this subchapter if the commercial paper:
(1) has a stated maturity of 270 days or fewer fromthe date of its
I ssuance; and
(2) is rated not less than A-1 or P-1 or an equivalent rating by at
| east :
(A) two nationally recognized credit rating agencies; or
(B) one nationally recognized credit rating agency and is fully
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secured by an irrevocable letter of credit issued by a bank organi zed and
exi sting under the laws of the United States or any state.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.014. AUTHORI ZED | NVESTMENTS: MJTUAL FUNDS. (a) A no-|oad
noney mar ket nutual fund is an authorized investnment under this subchapter if
t he nmutual fund:

(1) is registered with and regul ated by the Securities and Exchange
Conmi ssi on;

(2) provides the investing entity with a prospectus and ot her
information required by the Securities Exchange Act of 1934 (15 U.S.C. Section
78a et seq.) or the Investnment Conpany Act of 1940 (15 U.S.C. Section 80a-1 et
seq. ) ;

(3) has a dollar-weighted average stated nmaturity of 90 days or fewer;
and

(4) includes in its investnent objectives the maintenance of a stable
net asset value of $1 for each share.

(b) In addition to a no-load noney market nutual fund permtted as an
aut hori zed i nvestnent in Subsection (a), a no-load nutual fund is an authorized
i nvestment under this subchapter if the nutual fund:

(1) is registered with the Securities and Exchange Comn ssi on;

(2) has an average weighted maturity of |less than two years;

(3) is invested exclusively in obligations approved by this
subchapter;

(4) is continuously rated as to investnment quality by at |east one
nationally recogni zed investnment rating firmof not less than AAA or its
equi val ent; and

(5) <conforns to the requirenents set forth in Sections 2256.016(b) and
(c) relating to the eligibility of investnment pools to receive and invest funds
of investing entities.

(c) An entity is not authorized by this section to:

(1) invest in the aggregate nore than 15 percent of its nonthly
average fund bal ance, excl udi ng bond proceeds and reserves and ot her funds held
for debt service, in mutual funds described in Subsection (b);

(2) invest any portion of bond proceeds, reserves and funds held for
debt service, in nmutual funds described in Subsection (b); or

(3) invest its funds or funds under its control, including bond
proceeds and reserves and other funds held for debt service, in any one mnutua
fund described in Subsection (a) or (b) in an anmount that exceeds 10 percent of
the total assets of the nutual fund.
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Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1421, Sec. 7, eff. Sept. 1, 1997; Acts 1999, 76th Leg.,
ch. 1454, Sec. 8, eff. Sept. 1, 1999.

Sec. 2256.015. AUTHORI ZED | NVESTMENTS: GUARANTEED | NVESTMENT CONTRACTS.
(a) A guaranteed investnent contract is an authorized investnment for bond
proceeds under this subchapter if the guaranteed investnent contract:

(1) has a defined term nation date;

(2) is secured by obligations described by Section 2256.009(a) (1),
excl udi ng those obligations described by Section 2256.009(b), in an anount at
| east equal to the anpbunt of bond proceeds invested under the contract; and

(3) is pledged to the entity and deposited with the entity or with a
third party sel ected and approved by the entity.

(b) Bond proceeds, other than bond proceeds representing reserves and
funds nmaintai ned for debt service purposes, may not be invested under this
subchapter in a guaranteed investnent contract with a termof |onger than five
years fromthe date of issuance of the bonds.

(c) To be eligible as an authorized investnent:

(1) the governing body of the entity nust specifically authorize
guaranteed i nvestnent contracts as an eligible investnent in the order,
ordi nance, or resolution authorizing the issuance of bonds;

(2) the entity nust receive bids fromat |east three separate
providers with no material financial interest in the bonds from which proceeds
wer e received,

(3) the entity nust purchase the highest yielding guaranteed
i nvestnment contract for which a qualifying bid is received;

(4) the price of the guaranteed investnment contract nust take into
account the reasonably expected drawdown schedul e for the bond proceeds to be
i nvested; and

(5) the provider nust certify the adm nistrative costs reasonably
expected to be paid to third parties in connection with the guaranteed
i nvest ment contract.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1421, Sec. 8, eff. Sept. 1, 1997; Acts 1999, 76th Leg.,
ch. 1454, Sec. 9, 10, eff. Sept. 1, 1999.

Sec. 2256.016. AUTHORI ZED | NVESTMENTS: | NVESTMENT POOLS. (a) An entity
may invest its funds and funds under its control through an eligible investnent
pool if the governing body of the entity by rule, order, ordinance, or
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resolution, as appropriate, authorizes investnent in the particular pool. An
i nvest ment pool shall invest the funds it receives fromentities in authorized
i nvestnments permtted by this subchapter. An investnent pool may invest its
funds in noney market nutual funds to the extent permtted by and consi stent
wWith this subchapter and the investnent policies and objectives adopted by the
i nvest nent pool .

(b) To be eligible to receive funds fromand invest funds on behalf of an
entity under this chapter, an investnent pool nust furnish to the investnent
of ficer or other authorized representative of the entity an offering circular or
other simlar disclosure instrument that contains, at a mninmum the follow ng
i nformati on:

(1) the types of investnents in which noney is allowed to be invested,

(2) the maxi num average dol |l ar-weighted maturity all owed, based on the
stated maturity date, of the pool;

(3) the maximum stated nmaturity date any investnent security within
the portfolio has;

(4) the objectives of the pool;

(5 the size of the pool;

(6) the names of the nenbers of the advisory board of the pool and the
dates their terns expire;

(7) the custodian bank that will safekeep the pool's assets;

(8) whether the intent of the pool is to miintain a net asset val ue of
one dollar and the risk of market price fluctuation;

(9) whether the only source of paynment is the assets of the pool at
mar ket val ue or whether there is a secondary source of paynent, such as
i nsurance or guarantees, and a description of the secondary source of paynent;

(10) the nane and address of the independent auditor of the pool;

(11) the requirenents to be satisfied for an entity to deposit funds
in and withdraw funds fromthe pool and any deadlines or other operating
policies required for the entity to invest funds in and withdraw funds fromthe
pool; and

(12) the performance history of the pool, including yield, average
dol | ar-wei ghted maturities, and expense rati os.

(c) To maintain eligibility to receive funds fromand invest funds on
behal f of an entity under this chapter, an investnent pool nust furnish to the
i nvestnment officer or other authorized representative of the entity:

(1) investnent transaction confirmtions; and

(2) a nonthly report that contains, at a mninmum the follow ng
i nformati on:

(A) the types and percentage breakdown of securities in which the
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pool is invested;

(B) the current average dollar-weighted maturity, based on the
stated maturity date, of the pool;

(C the current percentage of the pool's portfolio in investnents
that have stated maturities of nore than one year

(D) the book value versus the market value of the pool's
portfolio, using anortized cost val uati on;

(E) the size of the pool;

(F) the nunber of participants in the pool;

(G the custodian bank that is safekeeping the assets of the pool;

(H alisting of daily transaction activity of the entity
participating in the pool;

(1) the yield and expense ratio of the pool, including a statenent
regardi ng how yield is cal cul at ed;

(J) the portfolio managers of the pool; and

(K) any changes or addenda to the offering circular.

(d) An entity by contract nay del egate to an investnent pool the authority
to hold legal title as custodian of investnents purchased wth its |ocal funds.

(e) In this section, "yield" shall be calculated in accordance with
regul ati ons governing the registration of open-end nanagenent i nvestnent
conpani es under the Investnent Conpany Act of 1940, as pronulgated fromtine to
time by the federal Securities and Exchange Conm ssion.

(f) To be eligible to receive funds fromand invest funds on behal f of an
entity under this chapter, a public funds investnent pool created to function as
a noney market nutual fund nust mark its portfolio to market daily, and, to the
extent reasonably possible, stabilize at a $1 net asset value. |If the ratio of
the market value of the portfolio divided by the book value of the portfolio is
| ess than 0.995 or greater than 1.005, portfolio holdings shall be sold as
necessary to maintain the ratio between 0.995 and 1.005. |In addition to the
requi renents of its investnent policy and any other forns of reporting, a public
funds investnment pool created to function as a noney market nutual fund shal
report yield to its investors in accordance with regul ati ons of the federa
Securities and Exchange Conmmi ssion applicable to reporting by noney market
funds.

(g0 To be eligible to receive funds fromand invest funds on behalf of an
entity under this chapter, a public funds investnent pool nust have an advi sory
board conposed:

(1) equally of participants in the pool and other persons who do not
have a business relationship with the pool and are qualified to advise the pool,
for a public funds investnent pool created under Chapter 791 and managed by a

Return to Agenda 1-3-2017 Agenda Packet Page 39 of 48
GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT.html[12/30/2016 9:29:19 AM]



http://www.statutes.legis.state.tx.us/GetStatute.aspx?Code=GV&Value=791

GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT
Agenda Iltem 7.B.

state agency; or

(2) of participants in the pool and other persons who do not have a
busi ness relationship with the pool and are qualified to advise the pool, for
ot her investnent pools.

(h) To maintain eligibility to receive funds fromand invest funds on
behal f of an entity under this chapter, an investnent pool nust be continuously
rated no | ower than AAA or AAA-mor at an equivalent rating by at | east one
national ly recogni zed rating service.

(i) If the investnent pool operates an Internet website, the information
in a disclosure instrunent or report described in Subsections (b), (c)(2), and
(f) must be posted on the website.

(j) To maintain eligibility to receive funds fromand invest funds on
behal f of an entity under this chapter, an investnent pool nust nake avail able
to the entity an annual audited financial statement of the investnent pool in
which the entity has funds invested.

(k) If an investnent pool offers fee breakpoints based on fund bal ances
i nvested, the investnent pool in advertising investnent rates nust include
either all levels of return based on the breakpoints provided or state the
| owest possible level of return based on the smallest |evel of funds invested.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1421, Sec. 9, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 7, eff. June 17,
2011.

Sec. 2256.017. EXI STING I NVESTMENTS. An entity is not required to
i quidate investnents that were authorized investnents at the tine of purchase.

Added by Acts 1995, 74th Leg., ch. 76, Sec. 5.46(a), eff. Sept. 1, 1995; Acts
1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995. Anmended by Acts 1997,
75th Leg., ch. 1421, Sec. 10, eff. Sept. 1, 1997.

Sec. 2256.019. RATING OF CERTAI N | NVESTMENT POOLS. A public funds
i nvest nent pool nust be continuously rated no | ower than AAA or AAA-mor at an
equi valent rating by at |east one nationally recognized rating service.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995. Anended by
Acts 1997, 75th Leg., ch. 1421, Sec. 11, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 8, eff. June 17,
2011.
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Sec. 2256.020. AUTHORI ZED | NVESTMENTS: | NSTI TUTI ONS OF HI GHER EDUCATI ON.
In addition to the authorized investnents permtted by this subchapter, an
institution of higher education may purchase, sell, and invest its funds and
funds under its control in the follow ng:

(1) cash managenent and fixed inconme funds sponsored by organi zations
exenpt from federal incone taxation under Section 501(f), Internal Revenue Code
of 1986 (26 U.S.C. Section 501(f));

(2) negotiable certificates of deposit issued by a bank that has a
certificate of deposit rating of at least 1 or the equivalent by a nationally
recogni zed credit rating agency or that is associated with a hol di ng conpany
having a commerci al paper rating of at least A-1, P-1, or the equivalent by a
nationally recogni zed credit rating agency; and

(3) corporate bonds, debentures, or simlar debt obligations rated by
a nationally recogni zed investnent rating firmin one of the two highest | ong-
termrating categories, without regard to gradations within those categories.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.0201. AUTHORI ZED | NVESTMENTS;  MJUNICI PAL UTILITY. (a) A
muni ci pality that owns a nunicipal electric utility that is engaged in the
di stribution and sale of electric energy or natural gas to the public may enter
into a hedging contract and related security and insurance agreenents in
relation to fuel oil, natural gas, coal, nuclear fuel, and electric energy to
protect against |oss due to price fluctuations. A hedging transaction nust
conply with the regul ations of the Cormobdity Futures Tradi ng Comn ssion and the
Securities and Exchange Commission. |If there is a conflict between the
muni ci pal charter of the nunicipality and this chapter, this chapter prevails.

(b) A paynent by a nunicipally owned electric or gas utility under a
hedgi ng contract or related agreenent in relation to fuel supplies or fuel
reserves is a fuel expense, and the utility may credit any anounts it receives
under the contract or agreenent agai nst fuel expenses.

(c) The governing body of a nunicipally owned electric or gas utility or
the body vested with power to nanage and operate the nunicipally owned electric
or gas utility may set policy regardi ng hedgi ng transacti ons.

(d) In this section, "hedging" neans the buying and selling of fuel oil
natural gas, coal, nuclear fuel, and electric energy futures or options or
simlar contracts on those cormmodities and related transportati on costs as a
protection against |oss due to price fluctuation.

Added by Acts 1999, 76th Leg., ch. 405, Sec. 48, eff. Sept. 1, 1999.
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Sec. 2256.0202. AUTHORI ZED | NVESTMENTS: MJNI Cl PAL FUNDS FROM MANAGEMENT
AND DEVELOPMENT OF M NERAL RIGHTS. (a) |In addition to other investnents
aut hori zed under this subchapter, a nmunicipality may invest funds received by
the nunicipality froma | ease or contract for the managenent and devel opnent of
| and owned by the nunicipality and | eased for oil, gas, or other m nera
devel opnent in any investnent authorized to be nade by a trustee under Subtitle
B, Title 9, Property Code (Texas Trust Code).

(b) Funds invested by a nunicipality under this section shall be
segregated and accounted for separately fromother funds of the nmunicipality.

Added by Acts 2009, 81st Leg., R S., Ch. 1371 (S.B. 894), Sec. 1, eff. Septenber
1, 2009.

Sec. 2256.0203. AUTHORI ZED | NVESTMENTS: PORTS AND NAVI GATI ON DI STRI CTS.
(a) In this section, "district”" means a navigation district organi zed under

Section 52, Article Ill, or Section 59, Article XVI, Texas Constitution.
(b) In addition to the authorized investnments permtted by this
subchapter, a port or district may purchase, sell, and invest its funds and

funds under its control in negotiable certificates of deposit issued by a bank
that has a certificate of deposit rating of at least 1 or the equivalent by a
nationally recogni zed credit rating agency or that is associated with a hol ding
conmpany having a comrercial paper rating of at least A1, P-1, or the equival ent
by a nationally recognized credit rating agency.

Added by Acts 2011, 82nd Leg., R S., Ch. 804 (H B. 2346), Sec. 1, eff. Septenber
1, 2011.

Sec. 2256.0204. AUTHORI ZED | NVESTMENTS: | NDEPENDENT SCHOOL DI STRI CTS.
(a) In this section, "corporate bond" neans a senior secured debt obligation
i ssued by a donmestic business entity and rated not |ower than "AA-" or the
equi valent by a nationally recognized investnent rating firm The term does not
i nclude a debt obligation that:

(1) on conversion, would result in the hol der becom ng a stockhol der
or shareholder in the entity, or any affiliate or subsidiary of the entity, that
i ssued the debt obligation; or

(2) is an unsecured debt obligation.

(b) This section applies only to an independent school district that
gualifies as an issuer as defined by Section 1371.001.
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(c) In addition to authorized investnments permtted by this subchapter, an
i ndependent school district subject to this section may purchase, sell, and
invest its funds and funds under its control in corporate bonds that, at the
time of purchase, are rated by a nationally recognized investnent rating firm
"AA-" or the equivalent and have a stated final maturity that is not |ater than
the third anniversary of the date the corporate bonds were purchased.

(d) An independent school district subject to this section is not
aut hori zed by this section to:

(1) invest in the aggregate nore than 15 percent of its nonthly
average fund bal ance, excl udi ng bond proceeds, reserves, and other funds held
for the paynent of debt service, in corporate bonds; or

(2) invest nore than 25 percent of the funds invested in corporate
bonds in any one donestic business entity, including subsidiaries and affiliates
of the entity.

(e) An independent school district subject to this section nmay purchase,
sell, and invest its funds and funds under its control in corporate bonds if the
governi ng body of the district:

(1) anmends its investnent policy to authorize corporate bonds as an
el igible investnent;

(2) adopts procedures to provide for:

(A) nonitoring rating changes in corporate bonds acquired with
public funds; and
(B) liquidating the investnent in corporate bonds; and

(3) identifies the funds eligible to be invested in corporate bonds.

(f) The investnent officer of an independent school district, acting on
behal f of the district, shall sell corporate bonds in which the district has
invested its funds not later than the seventh day after the date a nationally
recogni zed investnent rating firm

(1) issues a release that places the corporate bonds or the donestic
busi ness entity that issued the corporate bonds on negative credit watch or the
equivalent, if the corporate bonds are rated "AA-" or the equivalent at the tine
the rel ease is issued; or

(2) <changes the rating on the corporate bonds to a rating |ower than
"AA-" or the equivalent.

(g) Corporate bonds are not an eligible investnent for a public funds
I nvest nent pool .

Added by Acts 2011, 82nd Leg., R S., Ch. 1347 (S.B. 1543), Sec. 1, eff. June 17,
2011.

Sec. 2256.0205. AUTHORI ZED | NVESTMENTS; DECOMM SSI ONI NG TRUST.  (a) In
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this section:

(1) "Decomm ssioning trust" means a trust created to provide the
Nucl ear Regul at ory Conm ssi on assurance that funds wll be avail able for
deconm ssi oni hg purposes as required under 10 CF. R Part 50 or other simlar
regul ation.

(2) "Funds" includes any noney held in a decomm ssioni ng trust
regardl ess of whether the noney is considered to be public funds under this
subchapt er.

(b) In addition to other investnents authorized under this subchapter, a
muni ci pality that owns a nunicipal electric utility that is engaged in the
di stribution and sale of electric energy or natural gas to the public nmay invest
funds held in a deconm ssioning trust in any investnent authorized by Subtitle
B, Title 9, Property Code.

Added by Acts 2005, 79th Leg., Ch. 121 (S.B. 1464), Sec. 1, eff. Septenber 1,
2005.

Sec. 2256.021. EFFECT OF LOCSS OF REQUI RED RATI NG  An investnent that
requires a mninmumrating under this subchapter does not qualify as an
aut hori zed i nvestnent during the period the investnent does not have the m ni num
rating. An entity shall take all prudent neasures that are consistent with its
i nvestnment policy to liquidate an investnent that does not have the m ni num
rating.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.022. EXPANSI ON OF | NVESTMENT AUTHORI TY. Expansion of investnent
authority granted by this chapter shall require a risk assessnent by the state
auditor or perforned at the direction of the state auditor, subject to the
| egislative audit commttee's approval of including the reviewin the audit plan
under Section 321.013.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995. Anended by
Acts 2003, 78th Leg., ch. 785, Sec. 42, eff. Sept. 1, 2003.

Sec. 2256.023. | NTERNAL MANAGEMENT REPORTS. (a) Not |less than quarterly,
the investnent officer shall prepare and submt to the governing body of the
entity a witten report of investnment transactions for all funds covered by this
chapter for the preceding reporting period.

(b) The report nust:

(1) describe in detail the investnent position of the entity on the
date of the report;

Return to Agenda 1-3-2017 Agenda Packet Page 44 of 48
GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT.html[12/30/2016 9:29:19 AM]



http://www.legis.state.tx.us/tlodocs/79R/billtext/html/SB01464F.HTM
http://www.statutes.legis.state.tx.us/GetStatute.aspx?Code=GV&Value=321.013

GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT
Agenda Iltem 7.B.

(2) be prepared jointly by all investnent officers of the entity;
(3) be signed by each investnent officer of the entity;
(4) contain a summary statenent of each pooled fund group that states
t he:
(A) beginning market value for the reporting period,
(B) endi ng mar ket value for the period; and
(C fully accrued interest for the reporting period;
(5) state the book val ue and market val ue of each separately invested
asset at the end of the reporting period by the type of asset and fund type
I nvest ed,;
(6) state the maturity date of each separately invested asset that has
a mturity date
(7) state the account or fund or pooled group fund in the state agency
or |l ocal governnment for which each individual investnment was acquired; and
(8) state the conpliance of the investnent portfolio of the state
agency or |ocal governnent as it relates to:
(A) the investnment strategy expressed in the agency's or |oca
governnent's investnent policy; and
(B) relevant provisions of this chapter.

(c) The report shall be presented not |ess than quarterly to the governing
body and the chief executive officer of the entity within a reasonable tine
after the end of the period.

(d) If an entity invests in other than noney market nutual funds,

i nvest nent pools or accounts offered by its depository bank in the form of
certificates of deposit, or noney market accounts or simlar accounts, the
reports prepared by the investnent officers under this section shall be formally
reviewed at | east annually by an independent auditor, and the result of the
review shall be reported to the governing body by that auditor.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995. Anended by
Acts 1997, 75th Leg., ch. 1421, Sec. 12, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1004 (H B. 2226), Sec. 9, eff. June 17,
2011.

Sec. 2256.024. SUBCHAPTER CUMULATIVE. (a) The authority granted by this
subchapter is in addition to that granted by other Iaw. Except as provided by
Subsection (b), this subchapter does not:

(1) prohibit an investnent specifically authorized by other law, or
(2) authorize an investnent specifically prohibited by other |aw
(b) Except with respect to those investing entities described in
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Subsection (c), a security described in Section 2256.009(b) is not an authorized
i nvestnent for a state agency, a |ocal governnent, or another investing entity,
notw t hst andi ng any other provision of this chapter or other law to the
contrary.

(c) Mortgage pass-through certificates and individual nortgage |oans that
may constitute an investnent described in Section 2256.009(b) are authorized
investnents with respect to the housing bond prograns operated by:

(1) the Texas Departnent of Housing and Community Affairs or a
nonprofit corporation created to act on its behal f;

(2) an entity created under Chapter 392, Local Governnent Code; or

(3) an entity created under Chapter 394, Local Governnent Code.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.025. SELECTI ON OF AUTHORI ZED BROKERS. The governi ng body of an
entity subject to this subchapter or the designated investnent comrittee of the
entity shall, at least annually, review, revise, and adopt a list of qualified
brokers that are authorized to engage in investnent transactions with the
entity.

Added by Acts 1997, 75th Leg., ch. 1421, Sec. 13, eff. Sept. 1, 1997.

Sec. 2256.026. STATUTORY COVPLI ANCE. All investnents nade by entities
must conply with this subchapter and all federal, state, and |ocal statutes,
rules, or regulations.

Added by Acts 1997, 75th Leg., ch. 1421, Sec. 13, eff. Sept. 1, 1997.

SUBCHAPTER B. M SCELLANEQUS PROVI SI ONS

Sec. 2256.051. ELECTRONI C FUNDS TRANSFER. Any | ocal governnment may use
el ectronic neans to transfer or invest all funds collected or controlled by the
| ocal governnent.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.052. PRIVATE AUDI TOR  Notw thstanding any other |law, a state
agency shall enploy a private auditor if authorized by the |legislative audit
conmittee either on the commttee's initiative or on request of the governing
body of the agency.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.
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Sec. 2256.053. PAYMENT FOR SECURI TI ES PURCHASED BY STATE. The conptroller
or the disbursing officer of an agency that has the power to invest assets
directly may pay for authorized securities purchased fromor through a nenber in
good standi ng of the National Association of Securities Dealers or from or
through a national or state bank on receiving an invoice fromthe seller of the
securities show ng that the securities have been purchased by the board or
agency and that the anmount to be paid for the securities is just, due, and
unpai d. A purchase of securities may not be nade at a price that exceeds the
exi sting market value of the securities.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1423, Sec. 8.67, eff. Sept. 1, 1997.

Sec. 2256.054. DELIVERY OF SECURI TI ES PURCHASED BY STATE. A security
pur chased under this chapter nmay be delivered to the conptroller, a bank, or the
board or agency investing its funds. The delivery shall be nade under nor mal
and recogni zed practices in the securities and banking industries, including the
book entry procedure of the Federal Reserve Bank.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1423, Sec. 8.68, eff. Sept. 1, 1997.

Sec. 2256.055. DEPOSIT OF SECURI TI ES PURCHASED BY STATE. At the direction
of the conptroller or the agency, a security purchased under this chapter may be
deposited in trust with a bank or federal reserve bank or branch designated by
the conptroller, whether in or outside the state. The deposit shall be held in
the entity's nane as evidenced by a trust receipt of the bank with which the
securities are deposited.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995; Acts
1997, 75th Leg., ch. 1423, Sec. 8.69, eff. Sept. 1, 1997.
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Agenda Item 8.A.

City Council Meeting
January 3, 2017

Issue

Discussion regarding City Council attendance at board and commission meetings.

This item was placed on the agenda at the request of Councilmember Jennifer Berthiaume.
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