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Investment Policy

Policy

It is the policy of the Canyon Lake Community Library District (District) that after allowing for
the anticipated cash flow requirements of the District and giving due consideration to the safety
and risk of investment, all available funds will be invested in conformance with these legal and
administrative guidelines and to the maximum extent possible, at the highest rates obtainable at

the time of the investment.

Investments will be made with the primary objective of:

Safety and preservation of principal;

Maintenance of sufficient liquidity to meet operating needs;
Maximization of yield on the portfolio; and

Public trust from prudent investment activities.

Sowp

Scope
This investment policy applies to all financial assets of the District. These funds are accounted
for in the District’s Comprehensive Annual Financial Report and include:

Funds
A. Operating Fund;
B. Capital Project Fund; and
C. Special Project Fund.

Prudence

Investments will 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 safety of capital as well as income.

The standard of prudence to be used by the investing official will be the “prudent person”
standard and will be applied in the context of managing an overall portfolio. The investment
officer, acting in accordance with this investment policy and exercising due diligence, will be
relieved of personal responsibility for an individual security’s credit risk or market price
change, provided that deviations from expectations are reported in a timely fashion and
appropriate action is taken to control adverse development.
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Objective
The primary objective, in order of priority, of the District investment activities will be:

Safety

Safety of principal is the foremost objective of the investment program. Investments of the
District will be undertaken in a manner that seeks to ensure the preservation of capital in the
overall portfolio. To obtain the objective, diversification is required in order that potential
losses on individual securities do not exceed the income generated from the remainder of the

portfolio.

Liquidity
The District investment portfolio will remain sufficiently liguid to enable the District to meet
all operating requirements, which might be reasonably anticipated.

Return on Investments

The District investment portfolio will be designed with the objective of attaining a rate of
return throughout budgetary and economic cycles, commensurate with the District’s investment
risk constraints and cash flow characteristics of the portfolio.

Delegation of Authority

The District designates that the District Treasurer will serve as the District Investment Officer
and will perform any duties required by the general laws of the State of Texas. The Trustees
delegate the responsibilities for investment decisions and activities to the Investment Officer.
Through the adoption of this policy, the Trustees may appoint at least one other person, other
than the Investment Officer to assist the Investment Officer in the investment of the District’s
funds. No person may engage in an investment transaction or management of funds except as
provided under the terms of this investment policy as approved by the Trustees. The
investment authority granted to the investment officers is effective until rescinded by the Board
of Trustees.

Training
District Investment Officers will attend training as required by the State Public Fund
Investment Act.

Attend one training session related to Investment Officers within 12 months of taking office or
assuming duties; and

Attend investment training session not less than once in a two-year period and receive not less
than 10 hours instruction relating to investment responsibilities.
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Ethics and Conflicts of Interest

Officers and employees involved in the investment process will refrain from personal business
activity that could conflict with the proper execution and management of the investment
program, or that could impair their ability to make impartial decisions. Investment officials or
employees will disclose any material interest in financial institutions with which they conduct
business. They will further disclose any personal financial/investment position that could be
related to the performance of the investment portfolio. Employees and officers will refrain
from undertaking personal investment transactions with the same individual with whom
business is conducted on behaif of the District.

Authorized Broker/Dealers

Prior to handling investments on behalf of the District, brokers/dealers will submit required
written documents and annual audited financial statements to the District and to be in good
standing with the National Association of Securities Dealers.  Representatives of
brokers/dealers will be registered with the State of Texas Securities Board and will have
membership in the Securities Investor Protections Corporation (SIPC).

The District will present a written copy of the District Investment Policy to any person offering
to engage in an investment transaction with the District. The representative of the business
offering to do business with the District will execute a written document acknowledging receipt

of the District’s Investment policy and will implement reasonable plocedu;es to comply with
the intent of the policy.

Authorized Investments

From those investments authorized by law, the Board of Trustees will permit investments of
District funds in only the following investment types, consistent with the strategies and
maturities defined in this policy.

Obligations of the U.S. or Texas or its agencies and instrumentalities and political subdivisions
including collateralized mortgage obligations directly issued by a federal agency or
instrumentality of the United States as permitted by State Government Code 2256.009.
Certificates of Deposits as permitted by State Government Code 2256.010,

Fully collateralized repurchase agreements permitted by State Government Code 2256.011
Banker’s acceptances as permitted by State Government Code 2256.012.

Commercial paper as permitted by State Government Code 2256.013.

The two types mutual funds permitted by State Government Code 2256.014.

Public funds investment pools as permitted by State Government Code 2256.015 -2256.019.
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Safekeeping and Custody

All security, owned by the District will be held by its safekeeping agent, except the collateral
for certificates of deposits in banks. The collateral for certificates of deposit in banks will be
registered in the District’s name in the bank’s trust department or, alternately, in a Federal
Reserve Bank account in the District’s name, or a third-party bank in the District’s name, at the
District’s discretion.  Original safekeeping receipts will be obtained. Securities will be
purchased using the delivery vs. payment (DVP) method with the exception of investment
pools and mutual funds.

Collateralization

Consistent with the requirement of the Public Funds Collateral Act, all banks or savings and
loan association deposits will be federally insured (FDIC, FSLIC, or NCUA) or will be
collateralized with eligible securities. To the extent not insured by federal agencies, all District
funds (including cash on hand and Certificates of Deposits) will be collateralized 102% by
collateral securities. Only securities prescribed as eligible investments, under the Texas Public
Funds Collateral Act, qualify as pledged securitics. Pledged securities will maintain a market
value equal to at least 102%.

Investment Strategy
Investments of the following fund categories will be consistent with this policy and in
accordance with the strategy defined below.

Operating Funds

Investment strategies for operating funds (including any co-mingled pools containing operating
funds) will have as their primary objective safety, investment liquidity, and maturity sufficient
to meet anticipated cash flow requirements.

Capital Project Fund

Investment strategies for capital projects funds will have as their objective sufficient investment
Hquidity to timely meet capital project obligations. If the District has funds from bond
proceeds, they will be invested in accordance with provisions in the bond documents.
Maturities longer than one year are authorized provided legal limits are not exceeded.

For Capital Projects, those funds derived from bond proceeds will be invested in a restricted
account, in accordance with the PFIA. All funds donated for the express purpose of supporting
the Capital activity, whose source is non-governmental, will be placed in a non-restricted
account, dedicated to the capital program.

Special Project Funds

Investment strategies for special projects or special purpose fund portfolios will have as their
primary objective to assure that anticipated cash flow is matched with adequate investment
liquidity. These portfolios will include at least 10% in highly liquid securities to allow for
flexibility and unanticipated project outlays. Stated final maturity dates of securities held
should not exceed the estimated project completion date.
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Diversity

The investment portfolio will be diversified in terms of investment instruments, maturity
scheduling, and financial institutions to reduce risk of loss resulting from over concentration of
assets in a specific class of investments, specific maturity, or specific issuer.

Maximum Maturities

The District attempts to match its investments with anticipated cash flow requirements, Unless
matched to a specific cash flow, the District will not directly invest in securities maturity of
more than three (3) years from the date of purchase.

The maximum maturity for repurchase agreements will be 120 days.

The composite portfolio will have a weighted average maturity of one (1) year or less. This
dollar weighted average maturity will be calculated using the stated final maturity date of each
security.

Performance Standards

The investment portfolio is designed with the objective of obtaining a rate of return throughout
budgetary and economic cycles, commensurate with the investment risk constraints and the
cash flow needs. The basis used by the Investment Officer to determine whether market yields
are achieved will be the six-month U.S. Treasury Bills and the average Fed Fund rate.

Reporting

The Investment Officer will prepare and submit a quarterly report as required by law. It will
include investment transactions for all funds covered by this policy, beginning, ending, and
significant changes in the market value of the portfolio; beginning, ending market value,
maturity date, types of funds and interest and yield for each separate security; and a statement
as to the compliance with this policy and state law.

The District Investment Officer will submit to the Board an annual report of the Investment
program of the District. The annual report will include a review of the activities and total yield
for the preceding 12 months, suggested policies, strategies, and improvements that may
enhance the investment program and propose changes to the District’s Investment Policy.

Investment Policy Adoption

The District investment policy will be approved and adopted by the Board of Trustees. It is the
District’s intent to comply with state laws and regulations. The District’s investment policy
will be reviewed annually by the Board and changes made to comply with changing laws and
regulation, or improved operation, Changes will be approved by the Board.

17.0  Financial Gifts/Donations
Gifts themselves are not directly regulated by the PFIA, but the Act’s compliance
framework is tied to this investment policy adopted by the governing body. Acceptable gifts
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are those that do not create a conflict of interest, and are consistent with the District’s written
investment policy and ethics standards.

17.1  Acceptable non-cash securities
Publicly traded stocks, ETFs, and mutual funds will be accepted and processed in accordance
with State and IRS procedures/requirements, through the District’s Brokerage Agreement with
a properly licensed and registered brokerage firm. Acceptance of any other offer of Securities
will be at the sole discretion of the Library District Board.

17.2  Liquidation
Consistent with the basic goals of the District Investment Policies, non-cash securities received
will be liquidated as soon as practicable, and converted into the District’s Operating Fund. If
the gifted securities identify a particular intended purpose, the District will seek to ensure that
the funds are applied accordingly, within the Board’s discretion.

N«

President, CLCLD Boar®
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