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INVESTMENT SCOPE

1.01 GENERAL STATEMENT:

Thisinvestment policy, when reviewed andadopted bythePolkCounty
Commissioners Court, onAugust 13,2019, will replace any and allpreviously
adopted investment policies. This investment policy satisfies the statutory
requirements ofthePublic Eunds Investment Act. (Government Code, Chapter
2256).

1.02 LEGAL AUTHORITY TO INVEST:

This investment policy applies to the investment activities oftheCounty ofPolk,
Livingston, Texas. Thispolicy serves to satisfy the statutory requirements of
Local Government Code 116.112 and Government Code Chapter 2256 to define
andadopt a formal investment policy. This policy will bereviewed and adopted
bythe Commissions courtOrder at leastannually according to Section 2256.005
(e).

1.03 FUNDS INCLUDED:

This investmentpolicy applies to all financial assetsofall selectedfunds of the
County of Polk, Livingston Texas at thepresent timeandanyfiinds to be created
in the future andanyfunds heldin custody bythe County Treasurer shall be
administered in accordance with theprovisions of these policies, unless expressly
prohibited by lawor unless it is in contravention ofany depository contract
between Polk County and any depository bank.

1.04 FUNDS INVESTED WITH AUTHORIZED INVESTMENT POOLS;

This investment policydoesnot supersede the investment policyof an authorized
investment pool (underSec. 2256.016) thatPolk County, by orderand/or
resolution, has authorized investment with, suchas Texpool, Texpool Prime, and
MBIA Texas Class. Investment pools must now make their annu^ audited
financial statements available to the investor to be an eligible pool.

2.0 INVESTMENT STRATEGY

2.01 Polk CountyCash Funds to be invested, but not limited to, are as follows:

(PLEASE SEE EXHIBIT-A FOR LIST OF FUNDS:

In accordance with the PublicFunds Investment Act 2256.005 (d),a written
investment strategy shall be developed for eachof the flmds underthe county's
control. The following strategy will applyfor eachof the fundslistedin



EXHIBIT-A using thefollowing priorities of importance: (a)understanding of
the suitability oftheinvestment tothe financial requirements ofthe County; (b)
preservation and safety ofprincipal; (c)liquidity; (d) marketability ofthe
investment if the need arises to liquidate the investment before maturity;
(e) diversification of theinvestment portfolio; and (f)yield. This fulfills the
requirementas stated in the Government Code 2256,005.

(1) Allfimds to be invested and under thecontrol of theCounty Investment
Officer, unless otherwise invested, willbe transferred from thedepository
baiik account to it's individual investment account in a PUBLIC FUNDS
INVESTMENT POOL, currently,TEXPOOL and TEXAS CLASS.

(2) While at TEXPOOLor TEXAS CLASS,each fund is investeduntil
money is needed to cover thefund's expenses. Money is available daily at
TEXPOOL and TEXAS CLASS.

(3) Ifmoney isnotneeded by a fund to cover expenses based onliquidity
needs determined by theCounty Investment Officer, themoney may he
invested in otherinvestment tools as directed by the policy.

(4) The stated final maturity ofany on investment, outside a PUBLIC FUNDS
INVESTMENT POOL, madeby the County Investment Officer shall be
three years or less. (2256.005 (b) (4) (B).

3.0 INVESTMENT OBJECTIVES

3.01 GENERAL STATEMENT:

Funds of Polk Coimty will be invested in accordance with federal and state laws
and the investment policy of PoUc County. The County will investaccording to
investment strategies for separate funds as they are adopted by Commissioners
Courtorderin accordance with Sec.2256.005 (d)

3.02 SAFETY:

Polk Countyis concerned about the returnof itsprincipal, therefore, safetyof
principal is a primary objective in anyinvestment transaction. (Sec. 2256.005 (b)
(2).

3.03 LIQUIDITY:

The County's investment portfolio must be structured in a manner which vrill
providethe liquidity necessary to pay obligation as they becomedue. (Sec.
2256.005 (b) (2),



3.04 DIVERSIFICATION:

Thepolicy ofPolk County, except -when investing with theDepository Bank,
Investment Pools, U.S. Treasury Bills/Bonds/Notes, arein U.S. Agencies, will be
to diversify its investment portfolio wheninvesting in:

(1)Certificates ofDeposit of other banks, savings banks, andstate or
federal credit unions domiciled inTexas; (2) Repurchase Agreements; (3)
Commercial Paper; and (4) other investment instruments provided for by
law.

TheCounty's portfolio shall bediversified toeliminate theriskof loss resulting
fi-om concentration of assets in a specific maturity, a specific issuer or a specific
classof investments. Investments of the County shall always be selected to
provide for stability of income andreasonable liquidity. (Sec. 2256.005 (b) (3).

3.05 YIELD:

Consistent withfederal and state law and the County's depository contract, it will
be the objectiveof the CountyInvestmentOfficer to earn the maximum interest
rate allowed within the constraints of safetyandliquidity.

3.06 MATURITY;

Portfolio maturities will bestaggered, ifmarket conditions arefavorable, in away
to achieve the highestreturnof interestbut at the sametime providefor the
necessary liquidity to meet the County's cash needs. The maximum allowable
statedfinal maturity of any individual investment ownedbythe County will be
three years. (Sec,2256.005 (b) (4) (B).

3.07 SALE OF SECURITIES BEFORE MATURITY:

The Polk CountyInvestmentOfficermay sell securitiesbefore maturity if:

(1) market conditionspresent an opportunityfor the County to benefit
from sale;

(2) fimds are urgentlyneeded to meetunforeseenexpenses, even if
there is a loss of interest and/orprincipal due to the sale; and

(3) a security has lost its minimum required rating as an authorized
investment. (Sec. 2256.021)

(4) set procedures to monitor rating changes in investments acquired
with public funds and the liquidation of such investments
consistent with the provisions ofSection 2256.021.



3.08 QUALITY AND CAPABILITY OF INVESTMENT MANAGEMENT:

It is theCounty's policy to provide training required bythePublic Funds
Investment Act., Sec. 2256.0058 and periodic training in investmentsfor the
County Investment Officer through courses and seminars offered byprofessional
organizations and associations in order in insure thequality andcapability ofthe
County Investment Officer inmaking investment decisions. The County
Investment Officer, unless instructed otherwise, willreceive training under
2256,008 (a) (1)& (2), through courses offered bythe County Treasurer's
Association of Texas, Texas Associationof Counties, and the association's
Certified Investment Officer, (CIO) programs, andTheNational Association of
County Treasurer's andFinance Officers, (NACTFO). Thetwo yeartraining
requirement is every twoyears beginning with thefirst day of thefiscal year the
officer takes office.

4.0 INVESTMENT RESPONSIBILITY AND CONTROL

4.01 COUNTY'S INVESTMENT DELEGATE:

In accordance withSec. 116.112(a), Local Government Code, Chapter 2256,
Sec.2256.005 (f), andCommissioners Court Order, theCounty Investment
Officer, under the direction of the PolkCounty Commissioners Court, mayinvest
the funds of PolkCounty that arenot required immediately to pay obligations.

4.02 STANDARD OF CARE:

In accordancewith Government Code 2256.006, investments shall be made with
judgment and care, under prevailing circumstances, thata person ofprudence,
discretion, andintelligence would exercise in themanagement of theperson's
own affairs, notforspeculation, butforinvestment, considering theprobable
safely of coital and the probable income to be derived. Investment of funds shall
be governed by thefollowing investment objectives, in order ofpriority:

(1) preservationand safetyofprincipal;
(2) liquidity;and
(3) yield.

4.03 LIABILITY OF COUNTY INVESTMENT OFFICER:
The County Investment Officeris not responsible for any loss of the county funds
through the failure or negligenceof a depository. Sec. 113.005 Local
Government Codedoesnot releasethe Investment Officer fiora responsibility for
a loss resultingfrom the officialmisconductor negligence of the Investment
Officer, includinga misappropriation of the funds, or from responsibility for
funds until a depository is selected and flie funds are deposited.



4.04 ACCOUNTING AND AUDIT CONTROL;

The Polk Coxmty Investment Officer will establish liaison with the Polk County
Investment Committee inpreparing necessary investment forms that may be
prescribed bythe Coimty Investment Committee toprovide for accounting and
auditing controls.

4.05 ANNUAL AUDIT AND PERFORMANCE EVALUATION:

It is the policyof the Polk County Commissioners Courtto have an annual audit
of all County funds by anoutside auditing firm. PolkCounty, in conjunction with
its annual audit,shallperforma compliance auditof management controls on
investments andadherence to the County*s established investment policy.
(Government Code2256.005 (m) and Section 2256.023 (d) if applicable).

5.0 INVESTMENT REPORTING

5.01 QUARTERLY REPORT;

In accordancewith Government Code 2256.023,not less than quarterly,the
County InvestmentOfficer shall prepareand submit to the Commissioners Court
a writtenreportof investment transactions for all fundsfor the preceding
reportingperiod within a reasonabletime after the end of the period. The report
must:

1) describe in detail the investmentposition of Polk Countyon the
date of the report;

2) be prepared and signed by the Investment Officer ofPolk County;

3) contain a summarystatementof eachpooled fund group that states;

A) the beginning market value for the reporting period;
B) the ending market value for the period; and
C) the fully accrued interest for reporting period.

4) state the maturity date of each separately invested asset that has a
maturity date.

5.02 ANNUAL REPORT:

After the close of the County's fiscal year, the County InvestmentOfficer will
submit an annual report to the Commissioners Court on the funds that were
invested duringthe year in accordancewith 2256.023, The report will reflect the
total interest earned on each fund.



6.0 INVESTMENT INSTITUTIONS

6.01 INVESTMENT INSTITUTIONS DEFINED:

ThePolkCounty Investment Officer shall invest county fimds with anyorallof
thefollowing institutions or groups consistent with federal andstate law, Chapter
2256 Texas Government Code, and thecurrent Depository Bank contract:

1) depositorybanlc;
2) other state ornational banks domiciled in Texas that are insured by

FDIC or its successor;
3) savings banks domiciled in Texas thatare insured by FDIC or its

successor;

4) state and federal credit unions domiciled in Texas that are insured
by National CreditUnionShareInsurance Fund or its successor;

5) Public fimds investment pools, currently Texpool; Texpool Prime,
and MBIA Texas Class; and

6) "Primary Dealers" ofU.S. Government Securities who are on the
approved listpublished bythe Federal Reserve System andreport
to the market reports division ofthe Federal Reserve Bank ofNew
York.

6.02 QUALIFICATIONS FOR APPROVAL OF BROKER/DEALERS:
i

I

' In accordance with 2256,005 (k), awritten copy ofthis investment policy |
shall bepresented to anyperson seeking to sell PolkCoimty an authorized I
investment. Theregistered principal of the business organization seeking to sell
andauthorized investment shallexecute a written instrument substantially to the
effect that the registered principalhas:

1) received and thoroughly reviewed the investment policyof Polk
County; and

2) acknowledged that the organizationhas implemented reasonable
procedures andcontrols in an effortto preclude imprudent
investmentactivitiesarising out ofinvestmenttransactions
conducted between Polk Countyand the organization.

The County Investment Officermustcomplywith Sections 2256.005 (K) & (L)
before obtainingany authorized investment.



7.0 INVESTMENT INSTRUMENTS

7.01 AUTHORIZED INVESTMENTS:

The Polk County Investment Officer shall use any orallofthe following
authorized investment instruments consistent withgoverning law (Chapter 2256
Local GovernmentCode):

1) Authorized investments: Obligation of. or Guaranteed bv
Government Entities as follows:

A) obligationof the United States or its agencies and instrumentalities;
B) direct obligationsof this state or its agenciesand instrumentalities;
C) coUateralized mortgage obligations directly issued by a federal agency or

instrumentality of the United States, the underlyingsecurityfor which is
guaranteedby an agency of instrumentality ofdie United States;

D) otherobligations, the principal and interestof whichare unconditionally
guaranteedor insuredby, or backedby the fiill faith and credit of, this
state or the United States or their respectiveagencies and
instrumentalities; and

E) obligations of states, agencies, counties, cities,and otherpolitical
subdivisions of anystate related as to investment quality by a nationally
recognized investment ratingfirmnot lessthan A or its equivalent.

2) Certificated of deposit and share certificates if issued bv
a state on national bank domiciled in this state, a savings

banlc domiciled in this state, or a state or federal credit
union domiciled in this state and is:

A) guaranteed or insured by the Federal Deposit Insurance Corporation or its
successor or the National Credit Union Share Insurance Fund or its
successor;

B) secured by obligations that are described by Section 2256,009 (a) of the
Public Funds Investment Act, including mortgage backed securities
directly issued by a federal agency or instrumentality that have a market
value of not less than the principal amoimtofthe certificates, but
excluding those mortgagebacked securitiesofthe nature describedby
Section 2256.009 (b) of the public Funds InvestmentAct; or

C) secured in any other manner and amount provide by law for deposits of
the county.

3) A fullv coUateralizedrepurchase agreement, as defined in
the Public Funds Investment Act, if it:



A) has a defined termination date
B) is secured byobligation described by Section 2256.009 (a) (1) ofthe

Public Funds InvestmentAct; and
C) requires thesecurities being purchased by the county to bepledged to the

county, heldin thecounty name, anddeposited at thetimethe investment
ismade with the county orwith a third party selected and approved by the
county; and

D) isplaced through aprimary government securities dealer, as defined by
the Federal Reserve or a financial institution doingbusiness in the state

Notwithstanding anylaw, theterm of anyreverse security repurchased
agreement maynotexceed 90days afterthedate the reverse security
repurchased agreement is delivered..

Money received bya county under theterms of a reverse security
repurchased agreement shallbe usedto acquire additional authorized
investments, but theterm oftheauthorized investments acquired must
mature not later than theexpiration date stated in thereverse security
repurchased agreement.

4) A banlcers^ acceptance if it;

A) has statedmaturity of270 days or fewer from the date of its issuance;
B) will be,in accordance withits term, liquidated in fullmaturity;
C) is eligible for collateral for borrowing froma Federal ReserveBank;and
D) is accepted by a bank organized and existing underthe laws of the United

States or any state, If the short-term obligations ofthe bank, or a bank
holding company of which thehankis the largest subsidiary arerated not
less thanA-1 or P-1 or an equivalent rating by at least on nationally
recognized credit rating agency.

5) Commercial paper is an authorizedinvestmentunder this
subchapter if the commercial paper:

A) has a stated maturity of270 days or fewer from the date or its issuance;
B) is ratednot less than A-l or P-1 or an equivalent ratingby at least;

a) two nationally recognizedcredit rating agencies; or
b) one nationally recognizedcredit rating agencyand is fully secured

by an irrevocableletter of credit issued by a bank organizedand
existing under the laws ofthe United States or any state.

6) A no-load monev market mutual fund is authorized if it:



A) is registered withandregulated by the Securities andExchange
Commission;

B) has a dollar-weighed average statedmaturity of 90 daysor fewer; and
C) includedin its investmentobjectivethe maintenance of a stable net asset

value of$1 for each share.

7) Guaranteed Investment Contracts is authorized if it:

A) meetsthe requirements of2256.015 for bondproceeds.

8) Eligible investmentpools (as discussedin the Public Funds
Investment Act C Sec. 2256.016-2256.0191 if the

Commissioners Court bv resolution authorized investment
In the particular pool. An investment pool shall invest the
Funds it receives from entities in authorized investments
permitted bv the Public funds Investment Act, including
Money Market Mutual Funds.

7.02 AUTHORIZED INVESTMENTS WITH DEPOSITORY BANK:

The Polk CountyInvestment Officer may investcounty funds with the Depository
Bank as authorizedby the DepositoryContract.

7.03 PROHIBITED INVESTMENTS;

The Polk Cotmty Investment Officerhas no authority to use any of the following
investment instruments which arestrictly prohibited by Sec. 2256.009 (b):

1) obligationswhose payment represents the coupon paymentson the
outstandingprincipalbalance of the underlyingmortgage-backed
security collateral and pays no principal;

2) obligationswhose payment represents the principal streamof cash
flow from the underlyingmortgage-backed security collateraland
bears on interest;

3) coUateralized mortg^e obligations thathave a statedfinal maturity
date of greater than 10 years; and

4) coUateralized mortgageobligationsthe interest of which is
determined by an index that adjusts opposite to the changes in a
market index,



8.0 INVESTMENT PROCEDURES

8.01 CONFIRMATION OF TRADE:

A confinnation of trade will be provided by the broker/dealer to the Polk County
Investment Officer for every purchase of an investment security. The
confirmation will become a part of the file that is maintained on every
investment security.

8.02 DELIVERY VERSUS PAYMENT:

It will be the policy of the County that all Treasury, and Government Agencies'
securities shall be purchased using the "delivery vs. payment" (DVP) method
through the Federal Reserve System. By so doing, Coimty funds are not released
until the County has received, through the Federal Reserve wire, the securities
purchased.

8.03 ELECTRONIC FUNDS TRANSFER:

The County Investment Officer may use electronic meansto transfer or investall
funds collected or controlled by PolkCounty. (Sec. 2256.051).

8.04 SAFEKEEPING OF PURCHASED SECURITIES;

All purchases securities shall be held in safekeeping by the County, or a County
account in a third party fmancial institution, or with a Federal Reserve Bank. All
certificates of deposit, insured by FDIC, purchased outside the Depository Bank
shall be held in safekeeping by the County, or a Coimty account in a third party
financial institution, or with a Federal Reserve Bank.

8.05 MONITORING MARKET VALUE:

Polk County will use one or more of the following ways to monitor the market
price if investments acquired with publicfunds whenapplicable:

1) the Wall Street Journal, or other financial data sources that
provides the market value of investments;

2) primary broker dealers;

3) pricing services through the Depository Bank contract; and

4) any other pricing services that comply with the Public Funds
Investment Act.
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9.0 COLLATERAL AND SAFEKEEPING

9.01 COLLATERAL OR INSURANCE:

The Polk County Investment Officer shall insure that all county funds are fully
collateralized-or insured consistent with federal and state laws (Chapter 2257
Public Funds Collateral Act) and the current bank depository contract in one or
more of the following manners:

1) insuredby FDICor its successor;
2) obligations of theUnited States or its agencies and

instrumentalities; and
3) otherobligations, including letters of credit, under

Sec. 2256.009 (a); but
4) none oftheobligations stated in Sec. 2256.009 (b)shall beused as

collateral.

9.02 SAFEKEEPING:

All pledged securities by the depository bank shall be held in safekeeping bythe i
County, or a Cmmty account in a third party financial institution, or with a i
Federd Reserve Bank. I

i

10.0 INVESTMENT POLICY REVIEW AND AMENDMENT |

10.01 REVIEW PROCEDURES:

The Polk County Commissioners Court shall review its investment policy and
investment strategies on an annual basis, preferably during the same time as the
annual investment.and interest report prepared and submitted by thePolk County
Investment Officer (Sec. 2256.005 (e)).

10.02 CHANGES TO THE INVESTMENT POLICY:

It shall be the duty of the County Investment Officer to notify the Polk County
Commissioners Court of any significant changes in current investment methods
and procedures prior to their implementation.

11



EXHIBIT-A

POLK COUNTY FUNDS TO BE INVESTED



FUND# POLK COUNTY ACCOUNTS FOR INVESTMENT

10 GENERAL

21 thru 24 ROAD & BRIDGE

21 thru24 LATERAL ROAD & BRIDGE

51 AGING

61
1

DEBT SERVICE

61 DEBT SVC - LANDFILL POST CLOSURE

90 SO CONTRABAND

90
1

DA CONTRABAND

90 DRUG SEIZURE PENDING

28 fflSTORICAL COMMISSION

1 83 RETIREE HEALTH BENEFITS TRUST

91 PERMANENT SCHOOL

92* AVAILABLE SCHOOL

93 CO CLERK RECORD MANAGEMENT FUND


