
WEBB COUNTY 
POLICY FOR THE INVESTMENT OF COUNTY FUNDS 

(2019) 

This policy for the investment of funds of Webb County is adopted by the Webb County Commissioners 
Court pursuant to Section 116.112 of the Texas Local Government Code, Chapter 2256 of the Texas Government 
Code, and Chapter 2257 of the Texas Government Code. This policy will be reviewed and adopted by order at 
least annually, in accordance with Section. 2256.005 (e) of the Texas Government Code. 

ARTICLE I. DEFINITIONS 

Unless the context requires otherwise, the following terms and phrases used shall mean the following: 

A. "Authorized Investment" -- the types of investments authorized for the investment of the County's 
funds listed in Article IV hereof. 

B. ;'Commissioners Court" -- the Webb County Commissioners Court. Composed of four ( 4) 
Commissioners and a County Judge. 

C. "County" - Webb County. 

D. ;;FDIC" -- The Federal Deposit Insurance Corporation. 

E. "Funds" -- all funds and accounts containing money, investments, or other financial assets belonging 
to the County, the investment of which is governed by the Public Funds Investment Act. 

F. ;'Investment Officer" -- the County Treasurer and a County Treasurer's employee designated as the 
County's Investment Officer by the Commissioners Court; such person(s) is/are responsible for the 
investment of the County's funds. 

G. "Investment Policy" -- this policy for the funds of Webb County. 

H. ;'Public Funds Collateral Act" -- Chapter 2257 of the Texas Government Code. 

I. "Public Funds Investment Act" -- Chapter 2256 of the Texas Government Code. 

ARTICLE II. INVESTMENT POLICY 

Section 2.01 Applicability. This Investment Policy applies to all funds. See Sections 3.02 through 3.04. 

Section 2.02 Purpose. The Commissioners Court desires to adopt this Investment Policy in order to 
comply with the Public Funds Investment Act and to set forth the general policies governing investment of the 
Funds, the specific investment strategies applicable to each particular Fund, the guidelines for the investment of 
the Funds, including the types of investments authorized for the Funds, and the investment management policies 
of the County. 

Section 2.03 Investment Policy. The primary concern of the Investment Officer in the investment of the 
Funds shall be the preservation and safety of the principal. To the extent that the principal is protected, the 
secondary concern of the Investment Officer in investing the Funds shall be the liquidity of the County's 
investments. Finally, to the extent that principal is protected and there is liquidity! the Investment Officer shall 
invest the Funds to yield the market rate of return in accordance with this Investment Policy. The investment of 
all of the Funds shall be undertaken in accordance with the provisions of the Investment Policy. 
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Section 2.04 Standard of Care. The Investment Officer shall invest the Funds with the judgment and care, 
under prevailing circumstances, that a person of prudence, discretion, and intelligence would exercise in the 
management of the person ' s own affairs , not for speculation, but for investment, considering the probable safety 
of the principal and probable income to be derived. 

Section 2.05 Investment Diversification. Investments shall be diversified by security type and issuer. The 
investments shall also be diversified as to maturity as described in the investment strategies in Article III. 

Section 2.06 Investment Yield. To the extent that the principal is protected and there is liquidity of the 
investments, the Funds shall be invested to yield the market rate of return of comparable maturity, taking into 
consideration the strength of any insured financial institution selling investments to the County, and complying 
with all applicable laws, rules , or regulations and any bond resolutions or orders adopted from time to time by the 
Commissioners Court requiring yield restrictions. 

Section 2 .07 Investment Maturities. The Funds shall be invested to mature to meet the County' s cash 
requirements , but when cash requirements are met, the Funds shall be invested in accordance with the investment 
strategies developed for individual Funds, as described in Article III. 

ARTICLE Ill. INVESTMENT STRATEGIES 

Section 3 .01 Purpose. The purpose of this Article III is to describe the investment objectives for each 
separate Fund and to provide investment strategies to obtain such objectives in order to ensure that investments 
in a particular Fund are suitable for and meet the objectives of the Fund. 

Section 3 .02 General Fund, Special Revenue Funds, Enterprise Funds, Internal Service Funds, and 
Fiduciary Funds. 

A. The same investment objectives apply to each of the following funds: General Fund, Special Revenue 
Funds, Enterprise Funds , Internal Service Funds and Fiduciary Funds . They are : (1) preserving the safety of the 
principal; (2) ensuring that money is available as needed to meet the liabilities of each fund, as estimated on its 
annual operating budget or cash flow ; and (3) ensuring that the investments can be readily liquidated in the event 
there are unexpected additional operating costs. 

B. The Investment Officer shall invest money of the General Fund, Special Revenue Funds, Enterprise 
Funds, Internal Service Funds and Fiduciary Funds in any Authorized Investment; provided that, however, for 
money needed for the County ' s monthly operating expenses, as determined by the annual operating budget and 
cash flow, investments will mature no later than the date the money will be needed to pay such operating expenses . 
For any operating reserve , no investment will have a maturity greater than 12 months from date of purchase, 
unless the Commissioners Court authorizes an investment with a longer maturity. At no time will investments of 
12 months or more constitute more than 15% of the portfolios of the General Fund, Special Revenue Funds, 
Enterprise Funds, Internal Service Funds and Fiduciary Funds . 

Section 3 .03 Capital Projects Funds. 
A. The investment objectives of the Capital Projects Funds are: ( 1) preserving the safety of the principal; 

(2) ensuring that money is available as needed to meet the construction needs of the County; and (3) to the extent 
principal is protected and there is adequate liquidity, obtaining the maximum yield on investments as permitted 
by market conditions . 

B. When applicable , the engineer/architect for a project shall submit to the Commissioners Court and the 
Investment Officer semi-annual written reports stating the anticipated construction needs of the County for the 
succeeding 12 months. Unless otherwise directed by the Commissioners Court, the written reports shall be 
submitted two months prior to the end of the County ' s fi scal year and six months thereafter. 
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C. The Investment Officer shall invest money of the Capital Projects Funds in any Authorized Investment; 
provided, however, that for money needed to meet the construction needs of the County, investments will mature 
no later than the date the money is expected to be needed to pay for the project. For other monies, investments 
will mature no later than 12 months after the date of purchase, unless the Commissioners Court authorizes an 
investment with a longer maturity. At no time wil I investments with maturities of 12 months or more constitute 
more than 25% of the Capital Projects Funds portfolio. 

Section 3.04 Debt Service Funds. 
A. The Investment objectives of the Debt Service Funds are: (1) preserving the safety of the principal ; 

(2) ensuring that money is available as necessary to meet the debt service needs of the County; and (3) to the 
extent that principal is protected and there is adequate liquidity , obtaining the maximum yield as permitted by 
market conditions. 

8. The Investment Officer shall invest money in the Debt Service Funds in any Authorized Investment 
for such Funds, and in accordance with any covenants made regarding the investment of these Funds as provided 
in any applicable bond order or resolution; provided, however, that for money needed for the Count{s next debt 
service payments, the investments will mature no later than the date the debt service payment is due. Once the 
immediate succeeding debt service payment is funded , investments will be purchased for the next debt service 
payment. If the next two debt service payments are fully funded , excess funds can be used for investments with 
maturity dates not to exceed two years from date of purchase unless otherwise authorized by the Commissioners 
Court. At no time will investments with maturities of two years or more constitute more than 20% of the Debt 
Service Fund portfolio. 

ARTICLE IV. INVESTMENT GUIDELINES 

Section 4.01 Purpose. The purpose of this Article IV is to set forth the types of Authorized Investments 
in which the Funds may be invested and the manner in which certain investments may be made. 

Section 4.02 Authorized Investments. The Investment Officer is authorized to invest the Funds in the 
following types of investments: 

I. Obligations of, or Guaranteed by, the United States Government. The Funds may be invested 
in obligations of, or guaranteed by, the United States or one of its agencies or instrumentalities. Authorized 
Investments in obligations of, or guaranteed by, the United States shall not constitute more than 75% of the 
portfolio. This includes "pass-through" mortgage-backed securities issued by such agencies or instrumentalities, 
with the exception of mortgage-backed securities listed in Section 4.03. 

2. Certificates of Deposit. The Funds may be invested in certificates of deposit issued by a 
federally insured state or national bank domiciled in Texas or by a savings bank domiciled in Texas. Principal 
and accrued interest on certificates issued by a savings bank shall not exceed FDIC limits. Principal and accrued 
interest on certificates issued by a state or national bank domiciled in Texas shall not exceed FDIC limits and /or 
the collateral pledged as security for the County ' s investments as set forth in Section 4.04. Authorized 
Investments in certificates of deposit shall not constitute more than 20% of the portfolio. In addition, the funds 
may be invested in certificates of deposit through a broker that has its main office or branch office in Texas and 
is selected by the County as an authorized broker/dealer, the broker arranges for the deposit of funds in certificates 
of deposit in one or more federally insured depository institutions, wherever located, for the County ' s account, 
and the full amount of the principal and accrued interest of each of the certificates of deposit is federally insured. 
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3. Investment Pools. The Funds may be invested in investment pools authorized by the 
Public Funds Investment Act, Section 2256.016 ("eligible investment pools"), if the Commissioners Court by 
resolution or order authorizes investment in the particular eligible investment pool. An eligible investment pool 
shall invest the funds it receives from the County in authorized investments permitted by the Public Funds 
Investment Act. The County by contract may delegate to an eligible investment pool the authority to hold legal 
title as custodian of investments purchased with its local funds. Authorized Investments in eligible investments 
pool may constitute up to 100% of the portfolio. 

4. Mutual Funds and Money Market Mutual Funds. The Funds may be invested in 
mutual funds and AAA-rated money market mutual funds permitted by and in conformance with the Public Funds 
Investment Act, Section 2256.014, Texas Government Code. Authorized Investments in mutual funds are 
restricted to 15% of the monthly average fund balance in accordance with the Public Funds Investment Act, 
Section 2256.014 ( c) (1). No more than 80% of the County's monthly average fund balance may be invested in 
the aggregate separately or collectively in money market funds and mutual funds. In accordance with the Public 
Funds Investment Act, Section 2256.014 ( c) (3), no bond proceeds, reserves or debt service funds may be placed 
in mutual funds. 

5. Repurchased Agreements. The Funds may be invested in fully collateralized repurchase 
agreements if the repurchase agreement 1) has a defined termination date; 2) is secured by obligations described 
by Section 2256.009 (a) (1) of the Public Funds Investment Act; 3) requires the securities being purchased by the 
County to be pledged to the County, held in the County's name, and deposited at the time the investment is made 
with the County or with a third party selected and approved by the County; and 4) is placed through a primary 
government securities dealer, as defined by the Federal Reserve, or a financial institution doing business in this 
state. In this section, "repurchase agreement" means a simultaneous agreement to buy, hold for a specified period 
of time, and sell back at a future date, obligations described by Section 2256.009 (a) (1) of the Public Funds 
Investment Act, at a market value at the time funds are disbursed of not less than the principal amount of the 
funds disbursed. Authorized investments in repurchase agreements shall not constitute more than 50% of the 
portfolio. 

Section 4.03 Prohibited Investments. The Funds are strictly prohibited from being invested in any of the 
following investment instruments: 

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

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

3. Collateralized mortgage obligations that have a stated final maturity date of greater than 10 
years. 

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

Section 4.04 Security of Funds/Collateral Policy. 
A. All Funds held by an insured state or national bank domiciled in Texas in demand deposits or in 

certificates of deposit shall be secured by the FDIC and /or by l 02% in pledged collateral. All Funds held in 
certificates of deposit by a savings bank domiciled in Texas must be fully secured by the FDIC. The County 
recognizes that the FDIC insurance is only available up to a maximum of $250,000 per public unit. 

B. To the extent the Funds held by banks domiciled in Texas are not insured by the FDIC, they shall be 
secured in the manner provided by law for the security of funds by the Public Funds Collateral Act. There shall 
be pledged as collateral for such funds , at a rate of 102% collateral , any of the following book entry securities: 
( l) government securities or obligations issued by the State of Texas , its agencies or political subdivisions, and 
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approved by the Attorney General of Texas, payable from taxes; or (2) obligations of the United States or its 
agencies and instrumentalities , excluding mortgage backed securities; or (3) any other obligations or securities 
authorized to be collateral securing the funds of counties under the laws of the State of Texas that are approved 
by the Commissioners Court. All collateral shall be placed with an independent third party financial institution 
for safekeeping, with original safekeeping receipts issued to the County. 

Section 4.05 Competitive Bidding. At least three bids/offers shall be solicited for each investment. 
Bids/offers may be solicited orally, in writing, electronically, or in any combination thereof. 

Section 4.06 Authorized Financial Dealers and Institutions. A list will be maintained by the Investment 
Officer of creditworthy financial institutions and dealers authorized to sell investments to the County. All 
financial institutions and dealers who would like to become qualified to bid/offer on investments other than 
certificates of deposit and repurchase agreements must submit the following to the investment officer: ( 1) audited 
financial statements; (2) proof of National Association of Securities Dealers (NASD) certification, or for financial 
institutions , a statement from a senior bank official that the institution is registered as a government securities 
dealer; (3) proof of state registration; and ( 4) certification required by the Public Funds Investment Act. 
Compliance with these requirements must be verified by the Investment Officer before any transaction can be 
completed. An annual review of the financial condition and registration of qualified dealers and institutions will 
be conducted by the Investment Officer. 

Section 4.07 Electronic Wire Transfers. Electronic means may be used to transfer or invest all Funds. 

Section 4.08 Delivery vs. Payment. All investments, except certificates of deposit, investment pool funds 
and mutual funds , will be executed by delivery vs. payment (DVP) to ensure that investments purchased are 
deposited in the County's financial institution prior to the release of money in payment therefore. 

Section 4.09 Loss of Required Rating. An investment under Section 4.02 that requires a minimum rating 
does not qualify as an Authorized Investment during the period that the investment does not have the minimum 
rating . The Investment Officer shall take all prudent measures that are consistent with this Investment Policy to 
liquidate any investment that does not comply with a minimum rating requirement. 

ARTICLE V. INVESTMENT MANAGEMENT 

Section 5 .01 Designation of Investment Officer. The Commissioners Court may designate the County 
Treasurer, and/or one or more County Treasurer's employees to serve as the Investment Officer for the County. 
The Investment Officer has the authority to invest the Funds in accordance with this Investment Policy and 
applicable law. 

Section 5.02 Investment Training. The Investment Officer (s) shall attend at least one training session 
relating to such person 's responsibilities under the Public Funds Investment Act within 12 months after taking 
office or assuming duties and attend an investment training yearly to obtain not less than 10 hours of instruction 
relating to investment responsibilities from an independent source approved by the Webb County Commissioners 
Court. Training must include education in investment controls , security risks , strategy risks, market risks , 
diversification of investment portfolio, and compliance with this chapter. 

Section 5 .03 Compliance Audit. The County, in conjunction with its annual financial audit, shall perform 
a compliance audit of management contro ls on investments and adherence to this Investment Policy. 

Section 5 .04 Internal Management Reports. Not less than quarterly , the Investment Officer shall prepare 
and submit to the Commiss ioners Court a written report of investment transactions for all Funds as required by 
the Public Funds Investment Act, Section 2256.023 (b) , Texas Government Code. 
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Section 5.05 Conflicts of Interest. In the event that the Investment Officer has a personal business 
relationship with an entity seeking to sell an investment to the County, the Investment Officer shall file a statement 
with the Commissioners Court and the Texas Ethics Commission disclosing that personal business relationship 
prior to purchasing such investment. An Investment Officer who is related within the second degree by affinity 
or consanguinity, as determined under Chapter 573 of the Texas Government Code, to an individual seeking to 
sell an investment to the County shall file a statement with the Commissioners Court and the Texas Ethics 
Commission disclosing that relationship. 

Section 5.06 Disclosure of Investment Policies. 
A. The Investment Officer shall provide a copy of this Investment Policy to any person offering to engage 

in an investment transaction with the County. The qualified representative of the business organization or senior 
bank official offering to engage in an investment transaction with the County shall execute a written 
acknowledgment in the form set forth in Appendix "A" hereto, to the effect that the qualified representative or 
senior bank official has received and reviewed the Investment Policy of the County and acknowledged that the 
business organization has implemented reasonable procedures and controls in an effort to preclude the investment 
transactions conducted between the County and the organization that are not authorized by the County's 
investment policy. The Investment Officer shall not acquire or otherwise obtain any authorized investment 
described in the investment policy of the County from a person who has not delivered to the County a written 
acknowledgement substantially to the effect as set forth in Appendix "A" . 

B. The County shall present the Investment Officer with a copy of this Investment Policy and the 
Investment Officer shall execute a written statement in the form set forth in Appendix ;'B" to the effect that the 
Investment Officer has reviewed the Investment Policy and has implemented procedures and controls to comply 
with this Investment Policy. 

ARTICLE VI. MISCELLANEOUS 

Section 6.01 Open Meeting. The Commissioners Court officially finds, determines , and declares that this 
Investment Policy was reviewed, carefully considered, and adopted at a regular meeting of the Commissioners 
Court beginning at 9:00 a.m. on August 26, 2019 and that a sufficient written notice of the date, hour, place, and 
subject of this meeting was posted at a place readily accessible and convenient to the public within the County 
and on a bulletin board located at a place convenient to the public in the Webb County Courthouse for the time 
required by law preceding this meeting, as required by the Open Meetings Act, Texas Government Code , Section 
551 , etsecy. as amended, and that this meeting had been open to the public as required by law at all times during 
which this Investment Policy was discussed, considered, and acted upon. The Commissioners Court further 
ratifies , approves and confirms such written notice and the contents and posting thereof. 

Section 6 .02.Effective Date. This Investment Policy shall be effective as of August 26, 2019. 

(SEAL) 

,.-- ...... ,, \. •, 

. ·, \ \ 
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Margie ~amirez Ibarr~ -
W ebb County C lerk -.... : 
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WEBB COUNTY COMMISSIONERS COURT 
ORDER 

WHEREAS, the Commissioners Court of Webb County, Texas, desires to adopt an Investment Policy 
in order to comply with the Public Funds Investment Act as outlined under chapter 2256 of the Texas 
Government Code; and 

WHEREAS, the Commissioners Court of Webb County, Texas, is desirous in its Investment Policy to 
set forth the general policies governing investment of Public Funds, the specific investment strategies applicable 
to each particular Fund, the guidelines for the investment of the Funds, and the investment management policies 
of Webb County; and 

WHEREAS, the Commissioners Court of Webb County, pursuant to Texas Government Code section 
2256.005, must review its Investment Policy on annual basis; and 

WHEREAS, the Commissioners Court of Webb County, Texas has reviewed its Investment Policy and 
Investment Strategies for Fiscal Year 2019. 

NOW THEREFORE, be it ORDERED that the Commissioners Court of Webb County, Texas adopts 
Webb County Investment Policy for fiscal year 2019. 

Passed and Approved on this the 26th day of August, 2019. 

Hon blf..I ano E. !})erina 
Webb County Judge 

ATTESTED: 

, Mar::i ie r; a,-,, e- .. ,,. rra . r •J nty Clerk , We b\.-· r •,nty, 

d 1,e,e ' , '"'"' ify '. .,. ; 0 11s ,s , ttrue a1 •d cor,-Qloopt, .. 
the aame ap 1 ,ears of ,ec · '" ~ ott,ce. 0 _ .., 

\ n i-0 'i 8 

Wltnel& ~y ', and a , d sea o f nff'.:::~

1
-_ 

I - C • , ' : ·' . 
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APPENDIX "A" 
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Raul Reyes 
Webb County Treasurer 

August 26, 2019 

AUTHORIZED LOCAL BANK FOR SHORT TERM CD'S, FDIC OR NCUA National Credit Union Administration: 

COMPASS BANK 

TEXAS COMMUNITY BANK 

WELLS FARGO 

COMMERCE BANK 

CHASE BANK 

FALCON INTERNATIONAL BANK 

LAREDO FEDERAL CREDIT UNION 
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TEXAS PUBLIC FUNDS INVESTMENT ACT 
ACKNOWLEDGEMENT AND CERTIFICATION 

OF INVESTMENT POLICIES 

Federated 
WORLD-CLASS INVESTMENT MANAGER 

® 

This Acknowledgement and Certification is executed on behalf of the Texas Local Government 
Investment Pools, Tex.Pool and TexPool Prime ( collectively, "TexPool''), and Federated Investment 
Counseling, as investment adviser to Tex.Pool ("Adviser"), pursuant to Section 2256.OOS(k), Texas Government 
Code, in connection with investment transactions conducted between the Webb County ("Investing Entity'') 
and TexPool. 

The undersigned, who is a qualified representative of both TexPool and Adviser (the "Qualified 
Representative") hereby certifies on behalf ofTexPool and Adviser that, as of the date of this letter: 

(i.) The Qualified Representative is duly authorized to execute this Acknowledgment and 
Certification on behalf ofTexPool and Adviser; and 

(ii.) The Qualified Representative has received and reviewed the Investing Entity's investment policy 
attached hereto as Exhibit A (the "Policy"); and 

(iii.) TexPool and Adviser have implemented reasonable procedures and controls in an effort to 
preclude investment transactions conducted between the Investing Entity and TexPool that are 
not authorized by the Policy, except to the extent that this authorization is dependent on an 
analysis of the makeup of the Investing Entity's entire portfolio or requires an interpretation of 
subjective investment standards. 

TEXPOOL FEDERATED INVESTMENT 
COUNSELING 

Signature: Steven A. Friedman 
Authorized Signatory 

Date: July 31, 2019 

Signature: Steven A. Friedman 
Vice President 

Date: July 31, 2019 
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TEXPOOL 
: AN INVESTMENT SERVICE FOR PUBUCFUNDS ; 

Monthly Neivsletter:August 2019 

. ' ' , , 

ANNOUNCEMENTS C 

~<.1:-.:~.;-J,J',,;;.,;,:riw: ~ ~.:r~1'}:7:f"~~~~~4!-v;.,::} _,!J.\:r-1r~"-1~7al-..'.'t.=-x ... }~~~~¾i~11.'!t~~~~~'@. .. r}f:if.~ 

We welcome the follmv-ing entities 
who joined TexPool in July 2019: 

TexPoo1 

Bc-x,ir Coum-v ESD 8 

Corpus Christi l3usinc'SS and Job Dc-1-dopmcrn 
Corporation 

Upcoming Events 

Sep 11-L 21 l 19 - Sep 0(1, 21 l l LJ , 

Fairmont Hotel Ausrin. Auscin 
TAC Legislative Conference 

Sep 11LJ.21lllJ-Sep 12.2019,Tder 
71st Annual CTAT (County Treasurers 
Assoc ofTX) Conference 

Sep 21 l. 2il I LJ - Sep 22. 21 l I lJ , K.iy B,1iley 
Hutchison Convention Center. [);ilhis 
TASA/TASB Annual Conference 

TexPool Advisory Board Members 

Da\·id Garcia 
P;1tricl-: Krishock 
Belinda \Vea ver 
Deborah Lamiermilk 

Jein l) ;ile 
[) ;1vid L1ndero~ 
Sh,1ron 1\il.1cthe\.vs 
Vivian Wood 

Overseen by the State ofTexas Comptroller 
of Public Accounts Glenn Heg,ir. 

Operated under the supervision ot- che 
Texas Treasury Safekeeping Trust C ompany 

TexPool Partjcipant Services 

Searching for neutral 

Neutral is not a position much in favor these days, but Federal Reserve policymakers 
would love to get the federal funds rate there. They have targeted 2% for some time now, 
but lately aren't sure that is the correct level. At one point they talked about it being 
somewhere within a range of 2.75-3%, then so rnewhere in a much lower span of 
2-2.25%. With inflation measured by personal consumption expenditures stubbornly 

refusing to get to 2%, even the latter range might be too high. 

That search is at the heart of the members of the Federal Open Market Committee's 
decision to cut the target range of the fed funds rate by a quarter point on July 31st. 
They have made clear this is not the beginning of a path leading to zero rates as we 
experienced following the financial crisis, but rather a pullback from December's hike 
that shot too high. There were no projections from this meeting, but C hair Jerome 
Powell suggested that another move may or rnay not be warranted, and the futures 
market is expecting at least one more. The hunt continues. 

Actually, that search is not the only one involving the Fed these days. It still needs to fill 
its open seats. At the beginning of July, President Trump nominated two candidates for 
spots on its board. Trump has, of course, berated the Fed (specifically targeting Powell) 

(crntinued page 6) 

Performance as ofJuly 31, 2019 

TexPool TexPool Prime 

Current Invested Balance $21,286,211 ,114.24 $6,243,675,080.09 

Weighted Average Maturity** 35 31 

Weighted Average Life** 112 66 

Net Asset Value 1.00005 1.00021 

Total Number of Pa rticipants 2573 398 

Management Fee on Invested Balance 0.0450% 0.0550% 

Interest Distributed $43,38 1,311.55 $13,538,725.44 

Management Fee Collected $779,180.72 $264,771.93 

Standard & Poor's Current Rating AAAm AAAm 

Month Averages 

Average Invested Balance $21,416,296,897.36 S6,376,751,274.57 

Average Monthly Rate* 2.39% 2.50% 

Average Weighted Average Maturity** 33 35 

10 01 Texas Avenue, Suite 1150 , Housto n, TX 7":"0 0 2 
:VIanaged and 

Serviced by Federated® 
Phone : 1-866 -TEXPOOL (839-- 6 65) Fa,\'. : 1-866-839-3 291 TexPool. com 
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Portfolio by .Maturity (%) 
As of]uly 31 , 20 19 

1-7 days 63.5 

II 8-30 days 13.6 

½!1 31-90 days 10.0 

• 91-180 days 7.5 

I! 181 + days 5.4 

Portfolio Asset Summary as of July 31, 2019 

Monthly Newsletter: August 2019 

Portfolio by Type of Investment (%) 
As of]Ltly 31 , 2019 

Repurchase Agreem ents 45.6 

II Agencies 38.5 

w Treasurys 12.9 

• Money Market Funds 3.0 

ftf~~l~iitk~f~\r/t!\1{t;~t~~t1:f:~riff!;Jfe.~~ "~ltil~4t~~ilt~tiii~~i[r!.t~i~ttt!~i-~i'~M~Ji.~; -~t.;i}ti~~t!f:i1t?~tk~i?~f:l~~1:·~:Jt~i-l 
Uninvested Balance -$490 ,849.31 -$490,849.31 

Receivable for Investments Sold 0.00 0.00 

Accrual of Interest Income 17,771 ,205.33 17,771 ,205.33 

Interest and Management Fees Payable -43,380,982.05 -43,380,982.05 

Payable for Investments Purch ased 0.00 0.00 

Accrued Expenses & Taxes -24,382.07 -24,382.07 

Repurchase Agreements 9,712,581 ,000.00 9,712,581,000.00 

Mutual Fund Investments 652,085, l 88. l 7 652,074,000.00 

Government Securities 8,198,076,225.90 8, 198,754,640.79 

U.S. Treasury Inflation Protected Securities 995,005.476.71 994,553,248.19 

US Treasury Bills 876,706,151.86 877,140,332.99 

US Treasury Notes 877.882,079.70 878,308,161.41 

Total $21,286,211,114.24 $21,287,286,375.28 

:\,forker 11,1luc of culla tcml suppurting the Repurchase Agrecn1e11ts is at lrnst I 02% uf the B,10.l.: Vi1/ue. Tiu· pu1·1/vlio is nrnnc1gcd by Federated ln vest111c11t Cninscl i11c~ a11d the c1ssets arc safe kept in c1 separa te 
custodic1/ account at S1,1tc Street Bani< i11 rl1c name ofTb:Puol. T/1c only soitrCl' ,?f pc1y111cm to rhc Parricip,mts is rlic assets ofTi:x Puul. There is Ill> sccondt11}' source of pa)'l'ncnr_fi,,- rhe poul suc/1 as insurance or 

St(l{c gw1mn fl'C. Shuuld you require a copy uf rlie por(/olio, please wmact TbcPool Participant Scr11iccs. 

Participant Summary 

i~:~~7!::~:¼:~r!~.~i~;:i::;sh~~}~,:;:~,i~tt.L;~~K~~,.;;}.~~:~;: ~~ :X:i~t::6· ~~~i.~Ei:~iil~~:i"{;~Ji:~i~::;; \}i~ -t~;i~~:::. ;:4; .• ~;L.{~~~~;;?~;i(\~t-t: .:··k :,. ,~::~!L~i'-~' 
School District 

Higher Education 

Healthcare 

Utility Distri ct 

City 

County 

Other 

**Definition ofWeighted Average Maturity and Weighted Average Life 

595 

59 

84 

823 

471 

186 

355 

$6,978,475,951.69 

$841 ,857,917.75 

$982,960,744.40 

$3,060,098,082.16 

$5,007,041,038.83 

$2,218,634,449.38 

$2,202,456,532.76 

f i,:'! .\J is tl1c mean a11cmgc qf the periods of tin1c rcnJ(lining 1-111iil the sccuriries held i11 Ti::-: Poul (,1) arc scl,cdu!ed tu be rcpnid, (h) Ll!ould be rcpc1id upo11 ,1 dcm,111d by Ti:xPu,,! , or (c) ,ire scheduled r,, luwc their 

inrercsl rate rcadjwted t,, r~flc,-i c11rrent 111c1rkcr rates. Sw,ririe., 11 1itlt adjustalrlc l'll lt'.' payable upon dc1mmd are treated a., 111 ,uuri11g ul'! rhc cnrlicr of rl ,e f!!!O dnrcs scr ju ,·th i11 (b) t1l'!d (c) !f' rl:cir 
scl,cdulcd mafllriry is 397 days or less: n11d rhc /(l{cr 4 rite ILi!<> dates sctforrh i11 (b) ,111d (c) !f their scheduled 111awrity is 111,1,·c th,111 397 days. ·171c menu is wc(~hrcd bc1scd 011 r/1e pcrcmr,1gc u( the a1110,·ri2cd 

cost 41/1c purrfolio invcsrcd ii'! cnch pcrior/ . 

fl-'.--!L is c,1!cult11cd in the sa111c 111,1111H·1· as l,r:-'l.\l. but is b,1sed solely 011 t/1c pc;·iods 4ri1 11l' rcn1c1iui11g u111i! rile sm1rirics ln·!d in ·n-:-.: Pool (c1 ) arc schcdidcd tu be ;·cp,iid or (bj u-ould be repaid upo11 a dc111c111d by 

·li-xPoc/, wirh,,1lf rc/i.Trncc ro w/!('11 i11icrcst mres ,lsewritics tl'itl!il'! '/'i:xPoo! cll'C scheduled robe rc11dj11srcd. 

~,1 ;:\: :;~:'~\~';,~ '\ ~~- ·,,r}.,:;\~2,~~-~r~:~:::::, "•r. , C,, :1;;,, ;;e J; (h,;, • ;, 

--~ n.::iK:J~:-~-~-:~ ;;_~ ~ . 
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Daily Summary 

fllr~,!!- ~Jll!l;'~?f8!:lf~!f~gii~A-
7/1 2.3955% 0.000065630 $21 ,505,552,805.59 1.00011 32 103 

7/2 2.4212% 0.000066334 $21,416,060,349.79 1.00011 32 103 

7/3 2.4491 % 0.000067098 $21 ,346,219,139.30 100010 33 103 

7/4 2.4491 % 0.000067098 $21,346,219,139.30 1.00010 33 103 

7/ 5 2.46190/o 0.000067448 $21,338,839,787.42 1.00011 33 103 

7/6 2.46 19% 0.000067448 $21,338,839,787.42 1.0001 1 33 103 

7/7 2.4619% 0.000067448 $21 ,338,839,787.42 1.00011 33 103 

7/8 2.4200% 0.000066300 $21,257,270,212.38 1.00009 29 103 

7/ 9 2.40760/o 0.000065962 $21,266,924,616.2 l 1.00009 31 104 

7/10 2.4040% 0.000065864 $21,259,426,438.25 1.00010 30 105 

7/ 11 2.38620/o 0.00006537 4 $21,4 15,606,036. l 3 1.00010 32 105 

7/ 12 2.3580% 0.000064604 $21 ,533,209,848.96 1.00010 33 105 

7/ 13 2.35800/o 0.000064604 $21 ,533,209,848.96 1.00010 33 105 

7/14 2.3580% 0.000064604 $21,533,209,848.96 1.00010 33 105 

7/ 15 2.3797% 0.000065197 $21 ,357,182,898.47 1.00010 31 106 

7/ 16 2.3914% 0.000065518 $21,423,136,572. 17 1.00009 32 106 

7/ 17 2.397 10/o 0.000065673 $21 ,546,383,469.80 1.00009 32 106 

7/ 18 2.3877% 0.0000654 17 $21,481,781,273.62 1.00011 32 108 

7/ 19 2.3713% 0.000064966 $21,449,201 ,570.29 1.00010 35 110 

7/20 2.3713% 0.000064966 $21,449,201,570.29 1.00010 35 110 

7/ 21 2.37130/o 0.000064966 $21,449,201 ,570.29 1.00010 35 110 

7/22 2.3520% 0.000064439 $21,406,762,900.79 1.00008 33 108 

7/ 23 2.3498% 0.000064379 $21 ,392,390,948.58 1.00008 34 109 

7/24 2.3540% 0.000064492 $21 ,311 , 196,686.38 1.00008 34 111 

7/25 2.3622% 0.000064717 $21,546,555,928.37 1.00006 34 110 

7/ 26 2.3555% 0.000064534 $21 ,521 ,608,430.02 1.00005 35 111 

7/ 27 2.3555% 0.000064534 $21 ,52 1,608,430.02 1.00005 35 111 

7/28 2.3555% 0.000064534 $21 ,521 ,608,430.02 1.00005 35 111 

7/ 29 2.3426% 0.000064182 $21,41 1,783,1 29.44 1.00005 33 109 

7/30 2.3401 % 0.000064111 $21,399 ,961,249.37 1.00005 35 109 

7/ 31 2.3872% 0.000065403 $21,286,21 1,114.24 1.00005 35 112 

Average: 2.3876% 0.000065414 $21,416,296,897.36 1.00009 33 107 

:.;., ;.:, .;.,, :: :; : ,·,:,-::., -;; C /\ ~'-';,:r:; 
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Pulido, Fernando 

CERTIFICATION/ACKNOWLEDGEMENT 

I hereby certify that I have received and thoroughly reviewed the current investment policy of Webb County. 

I hereby certify that I have: 

1. Received, reviewed, and agreed to adhere to the investment policy of Webb County. 
2. Acknowledge that the business organization has implemented reasonable procedures and controls in an effort 

to preclude unauthorized transactions. 

3. Provided Due Diligence document which jncludes audited financial statements. 

4. Provided proof of registration with the Financial Industry Regulatory Authority (FINRA}; and 
5. Provided proof of State Registration. 

Firm 

Firm Representative 

. ; I ·, ; iJ .:.- \.... i [ ' ( '• ; :.? V .,·· ~ .;.J 
Representative's Title 

L- , . , ~:~ ~ '. ') '~ > 
•, j (r-, j . .· ~ 1:_ .J (O tc'...ir 

Registrati<?._n.~or Dealer Number 

·.l--
........ ... ,~r·_···_ .__ .. -~. ~-- ... ~~ 

Signature 

Date 

lM§SI =--· MULTI-BANK SECURITIES, INC.;_ 

Fernando Pulido 
Senior Vice President 
FPu lido@mbssecurities.com 

13062 Hwy 290 West, Ste 111 
Austin , TX 78737 

Member of FINRA & SIPC; MSRB Registered . 
Municipal Advisor: SEC & MSRB 

The best compliment you can give is a referral (click here). 

(888) 354-6858 phone/fax 
(800) 967-9045 main 
www. m bssecurities. com 
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Investment 
Account# 

TEXPOOL 
Bank Acct: 24022000: 

005 
006 
016 
018 
020 
027 
030 
031 
032 
033 
047 
048 
050 

062 

068 
078 
079 
083 

087 
088 
090 
091 

092 

093 

TEXPOOL BANh: ACCOUNTS 

Fund 
Number Fund Name 

PERMANENT SCHOOL FUND 
GENERAL FUND 
DEBT SERVICE 
HOTEL MOTEL OCCUPANCY TAX 
WATER UTILITY 
CONST. PCT. l FED FORFEIT 
AVAILABLE SCHOOL FUND 
SHERIFF STATE FORFEITURE 
SHERIFF FEDERAL FORFEITURE 
DISTRICT ATTORNEY STATE FORFEITURE 
TJPC-P JJAEP TEXAS EDUCATION 
CHILD WELFARE UNIT 
INTEREST INCOME SERIES 03 
PARK DEVELOPMENT SERIES 03 
CAPITAL OUTLAY SERIES 03 
INTEREST INCOME SERIES 06 
TOW ACQ IN COLONIAS SR 06 
CAPITAL OUTLAY SERIES 2006 
PARK DEVELOPMENT SERIES 06 
CONTINGENCY RESERVE FUND 
COUNTY ATTORNEY STATE FORFEITURE 

5200 
1001 
4100 
2004 
7200 
2180 
5100 
2151 
2153 
2160 
2827 
2909 
3065 
3070 
3075 
3095 
3100 
3115 
3120 
3015 
2170 
2007 
3040 

OLD MILWAUKEE DEPOSITED FUNDS (ROAD & BRIDGE) 
BUENOS AIRES COMMUNITY CENTER SR l 0 

3045 LA PRESA COMMUNITY CENTER PHII SR 10 
3050 CAPITAL OUTLAY SR 10 
3055 
2171 
2152 
2172 
3866 

INTEREST INCOME SR 10 
COUNTY ATTORNEY FEDERAL FORFEITURE 
SHERIFF JUSTICE FEDERAL FORFEITURE 
COUNTY ATTY FEDERAL TREASURY FORFEITURE 
INTEREST INCOME SERIES 2016 

3864 JUDICIAL & PUBLIC SAFETY 2016 
7220 WATER UTILITY IMPROVEMENT SERIES 2016 
3865 CAMPUS CHILLER SERIES 2016 
3140 
3175 
3190 
3200 
3867 
3868 

JUVENILE DRUG REHAB & DETOX 2013 
LAND & BUILDING PURCHASE 2013 
CAPITAL OUTLAY SERIES 2013 
INTEREST INCOME SERIES 2013 
FORMER HEB BUILDING SERIES 2019A 
ELEVATOR REPAIRS SERIES 2019A 

3869 UTILITY IMPROVEMENTS SER 2019A 
3870 BUILDING CONST. PCT 4 SER 2019A 
3871 BUILDING MED. EXAMINER SER 2019A 
3872 TEXMEX PARKING LOT SERIES 2019A 
3873 CAPITAL OUTLAY SERIES 2019A 
3874 INTEREST INCOME SERIES 2019A 
3875 
3900 
7130 

LAS LOMAS DRAINAGE SERIES 2019A 
FARIGROUNDS PROJECT SERIES 2019A 
GOLF COURSE IMPROVEMENTS 2019A 

1 
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EXHIBIT I 

CHAPTER 2256. GOVERNMENT CODE 

PUBLIC FUNDS INVESTMENT 
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GOVERNMENT CODE CHAPTER 22 56. PUBLIC FUNDS INVESTMENT 

GOVERNMENT CODE 

TITLE 10. GENERAL GOVERNMENT 

SUBTITLE F. STATE AND LOCAL CONTRACTS AND FUND MANAGEMENT 

CHAPTER 2256 . PUBLIC FUNDS INVESTMENT 

SUBCHAPTER A. AUTHORIZED INVESTMENTS FOR GOVERNMENTAL ENTITIES 

Sec . 2256.001. SHORT TITLE . This chapter may be cited as the Public Funds Investment 

Act . 

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

Sec. 2256 . 002 . DEFINITIONS . In this chapter : 

(1) " Bond proceeds " means the proceeds from the sale of bonds, notes , and other 

obligations issued by an entity , and reserves and funds maintained by an entity for debt 

service purposes . 

(2) " Book value " means the or i ginal acquisition cost of an investment plus or minus 

the accrued amortization or accretion . 

( 3) " Funds " means public funds in the custody of a state agency or local government 

that : 

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

(B) the investing entity has authority to invest . 

( 4 ) " Institution of higher education " has the meaning assigned by Section 

Education Code . 

(5) " Investing entity " and " entity" mean an en t ity subject to this chapter and 

described by Section 

(6) " Investment pool " means an entity created under this code to invest public funds 

jointly on behalf of the entities that participate in the pool and whose investment objectives 

in order of priority are: 

(A) preservation and safety of principal; 

(B) liquidity ; and 

(C) yield . 

( 7 ) " Local government" means a municipalit y , a county, a school district, a district 

or authority created under Section ·= ( b) (1) or ( 2), Article I II, or Section - , Article XVI, 

Texas Constitution , a fresh water supply district, a hospital district , and any political 

subdivision , authority , public corporation, body politic , or instrumentality of the State of 

Texas, and any nonprofit corporation acting on behalf of any of those entities. 

(8) " Market value " means the current face or par value of an investment multiplied 

by the net selling price of the security as quoted by a recognized market pricing source 

quoted on the valuation date . 

(9) " Pooled fund group " means an internally created fund o f an inves ting entity in 

which one or more institutional accounts of the investing entity are invested. 

( 10 ) "Qualified representative " means a person who holds a position 1r1i th a business 

organization, who is authorized to act on behalf of the business organization , and who is one 

of the following: 

(A) for a business organization doing business that is regulated by or 

registered with a securities commission, a person who is registered under the rules of the 

National Association of Securities Dealers; 
! ' . . ,. . I_ I ,: {: • ; • .. •. - ... ~ : • ~;; • l : ' 
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GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT 

(B) for a state o r fede ral bank , a savings bank, or a state or federal credit 

union, a member of the loan committee for the bank or branch of the bank or a person 

authorized by corporate resolution to act on behalf of and bind the banking institution; 

(C) for an investment pool, the person authorized by the elected official or 

board with authority to administer the activities of the investment pool to sign the written 

instrument on behalf of the investment pool; or 

(D) for an i nvestment management firm registered under the Investment Advisers 

Act of 1940 (15 U.S . C. Section 80b-l 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 investment management firm . 

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

(12) "Separately invested asset " means an account or fund of a state agency or local 

government that is not invested in a pooled fund group . 

( 13) "State agency " means an office , department, commission , board, or other agency 

that is part of any branch of state government , an institution of higher 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 INVEST FUNDS; ENTITIES SUBJECT TO THIS CHAPTER . (a) Each 

governing body of the following entities may purchase , sell , and invest its funds and funds 

under its control in investments authorized under this subchapter in compliance with 

investment policies approved by the governing body and according to the standard of ca re 

prescribed by Section 

( 1 ) a local government; 

(2) a state agency; 

(3) a nonprofit corporation acting on behalf of a local government or a state 

agency ; or 

(4) an investment pool acting on behalf of two or more local governments , state 

agencies, or a combination of those entities . 

(b) In the exercise of its powers under Subsection (a) , the governing body of an 

investing entity may contract with an investment management firm registered under the 

Investment Advisers Act of 1940 (15 U.S . C. Section 80b-l et seq . ) or with the State Securities 

Board to provide for the investment and management of its public funds or other funds under 

its control. A contract made under authority of this subsection may not be for a term longer 

than two years . A renewal or extension of the contract must be made by the governing body of 

the investing entity by order , ordinance, or resolution. 

(c) This chapter does not prohibit an investing entity or investment officer from using 

the entity's employees or the services of a contractor of the entity to aid the investment 

officer in the execution of the officer ' s duties under thi s 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 retirement system as defined by Section __ _ . _ 

( 2 ) state funds invested as authorized by Section 

( 3) an institution of higher education having total endowments of at least $95 

million in book value on May 1 , 1995 ; 
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GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT 

(4) funds i nvested by the Ve terans ' Land Board as authorized by Chapter 

or .. · , Natural Resources Code ; 

(5) registry funds deposited with the county or district clerk under Chapter 

Local Government Code ; or 

(6) a deferred compensation plan that qualifies under either Section 40l ( k ) o r 457 

of the Internal Re venue Code of 1986 (2 6 O. S . C . Section 1 e t seq . ) , as amended . 

(b ) Th i s subchapter does not apply to an investment dona t ed t o an i nvesting entity for a 

particular purpose or under terms of use spe c ified b y the donor . 

Amended by Acts 1995 , 74th Leg. , ch . 402 , Se c . 1 , eff . Sept. 1 , 1995 ; Acts 1997 , 75 t h 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 , eff. Sept . 1 , 1999 ; Ac ts 1999 , 76th Leg ., ch . 

1454 , Sec . 3 , eff. Sept . 1 , 1999 . 

Sec . 2256 . 005. INVESTMENT POLICIES; INVE STMENT STRATEGIES ; INVESTMENT OF FICER. (a ) 

The govern i ng body of an i nvesting entity shall adopt by rule, order, ordinance , or 

resolution , as appropr i ate , a writt e n investment policy regarding the investment of its funds 

and funds under its cont r ol . 

(b) The i nve stment policies must : 

( 1 ) be written ; 

(2) primarily emphasize safety o f principal and liquidity ; 

( 3 ) address investment diversif i cation, yield , and maturity and the quality and 

capability of investment management ; and 

( 4 ) include : 

(A) a l ist of the types of authorized investments in which the inves t ing 

entity ' s funds may be invest e d ; 

(B) the maximum all owable stated maturity of any individual investment owned by 

the ent i ty ; 

(C) for pooled fund g r oups , the ma x imum dollar - weighted averag e maturity 

allowed based on the stated maturity date for the portfol i o ; 

(D) methods to monitor the market price of investments acquired wi th publ i c 

funds ; 

(E) a requirement for settlement of all transacti ons , except investment pool 

funds and mutual funds , on a delivery versus payment basis; and 

(F) procedures to monito r rating changes in investments acqui r ed with public 

funds and the l iquidation of such investments consistent with the provisions of Section 

(c) The 

solici ted : 

(1) 

( 2) 

( 3) 

( 4 ) 

investment polici e s may provide that bids for certificates of deposit be 

o rally ; 

in writing ; 

electronically ; or 

in any combina t i on of t h o se methods. 

(d ) As an integral part o f an investment policy , the governing b ody shall adopt a 

separate written investment strategy for each of the funds or group of funds under its 

control . Each investment strategy must describe the i nve stme nt objectives for the particular 

fu nd using the f ollowing priorities in order o f importance: 

(1 ) understanding of the suitabili ty of the investment to the financial requirements 

of the entity; 

(2 ) preservation a nd safety of principal ; 

( 3) liquidity; 
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GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT 

(4 ) marketability of the investment if the need arises to liquidate the investment 

before maturity; 

(5 ) diversification of the investment portfolio ; and 

(6 ) yield. 

(e ) The governing body of an investing entity sha l l review its investment policy and 

investment strategies not less than a nnually . The governing body shall adopt a written 

instrument by rule , order, ordinance , or resolution stating that it has reviewed the 

investment policy and investment strategies and that the written instrument so adopted shall 

record any changes made to either the investment policy or investment strategies . 

(f ) Each investing entity shall designate, by rule, order , ordinance , or resolution , as 

appropriate, one or more officers or employees of the state agency, local government , or 

investment pool as investment officer to be responsible for the investment of its funds 

consistent with the investment policy adopted by the entity . If the governing body of an 

investing entity has contracted with another investing entity to invest its funds , the 

investment officer of the other investing entity is considered to be the investment officer of 

the first i nvesting 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 term or the termination of the person ' s employment by the 

investing entity , or if an investment management firm, until the expiration of the contract 

with the investing entity. In the administration of the duties of an investment officer , the 

person designated as investment officer shall exercise the judgment and care , under prevailing 

circumstances , that a prudent person would exercise in the management 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. Unless authorized by law , 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 , local government , or investment 

pool for which an officer of the entity is assigned by law the function of investing its 

funds . 

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

(h) An officer or employee of a commission created under Chapter ~- , Local Government 

Code, is ineligible to be an investment officer for the commission under Subsection (f) if the 

officer or employee is an investment officer designated under Subsection (f) for another local 

government. 

Text of subsec. (h) as amended by Acts 1997 , 75th Leg., ch. 1421 , Sec . 3 

(h) An officer or employee of a commission created under Chapter : , Local Government 

Code , is ineligible to be designated as an investment officer under Subsection (f) for any 

investing entity other than for that commission . 

(i ) An investment officer of an entity who has a personal business relationship with a 

bus i ness organization offering to engage in an investment transaction with the entity shall 

file a statement disclosing that personal business interest. An investment officer who is 

related within the second degree by affinity or consanguinity , as determined under Chapter 

, to an individual seeking to sell an investme nt t o the i nvestment officer's entity shall 

file a statement disclosing that relationship. A statement required under this subsection 

must be filed with the Texas Ethics Commission and the governing body of the entity. For 

purposes of this subsecti o n , a n i nvestmen t officer has a persona l business relationship with a 

business organization if : 
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GOVERNMENT CODE CHAPTER 2256 . PUBLIC FUNDS INVESTMENT 

(1) the investment officer owns 10 percent or more of the voting stock or shares of 

the business organization or owns $5,000 or more of the fair market value of the business 

organization; 

(2) funds received by the investment officer from the business organization exceed 

10 percent of the investment officer's gross income for the previous year; or 

(3) the investment officer has acquired from the business organization during the 

previous year investments with a book value of $2,500 or more for the personal account of the 

investment officer . 

(j) The governing body of an investing entity may specify in its investment policy that 

any investment authorized by this chapter is not suitable . 

(k) A written copy of the investment policy sha ll be presented to any person offering to 

engage in an investment transaction with an investing e nt ity or to an investment management 

firm under contract with an investing entity to invest or manage the entity ' s investment 

portfolio . For purposes of this subsection, a business organization includes investment pools 

and an investment management firm under contract with an investing entity to invest or manage 

the entity ' s investment portfolio . Nothing in this subsection relieves the investing entity 

of the responsibility for monitoring the investments made by the investing entity to determine 

that they are in compliance with the investment policy. The qualified representative of the 

business organization offering to engage in an investment transaction with an investing entity 

shall execute a written instrument in a form acceptable to the investing entity and the 

business organization substantially to the effect that the business organization has: 

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

(2) acknowledged that the business organization has implemented reasonable 

procedures and controls i n an effort to preclude investment transactions conducted between the 

entity and the organization that are not authorized by the entity's investment policy , except 

to the extent that this authorization is dependent on an analysis of the makeup of the 

entity's entire portfolio or requires an interpretation of subjective investment standards. 

(l} The investment officer of an entity may not acquire or otherwise obtain any 

authorized investment described in the i nvestment policy of the investing entity from a person 

who has not delivered to the entity the instrument required by Subsection (k). 

(m) An investing entity other than a state agency , in conjunction with its annual 

financial audit , shall perform a compliance audit of management controls on investments and 

adherence to the entity ' s established investment policies. 

(n) Except as provided by Subsection (o), at l east once every two years a state agency 

shall arrange for a compliance audit of management controls on investments and adherence to 

the agency ' s established investment policies. The compliance audit shall be performed by the 

agency ' s internal auditor or by a private auditor employed in the manner provided by Section 

Not later than January l of each even-numbered year a state agency shall report the 

results of the most recent audit performed under this subsection to the state auditor. 

Subject to a risk assessment and to the legislative audit committee's approval of including a 

review by the state auditor in the audit plan under Section _· , the state auditor may 

review information provided under this section . I f review by the state auditor is approved by 

the legislati ve audit committee, the state auditor may , based on its review, require a state 

agency to also report to the state auditor other information the state auditor determines 

necessary to assess compliance with laws and policies applicable to state agency investments. 

A report under this subsection shall be prepared in a manner the state auditor prescribes . 

(o) The audit requirements of Subsection (n } do not apply to assets of a state agency 

that are invested by the comptroller under Section 

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

ch . 685, Sec. 1 , eff. Sept. 1, 1997; Acts 1997 , 75th Leg., ch . 

1995; Acts 1997, 75th Leg., 

1421 , Sec. 3 , eff. Sept. 1 , 

•. ❖ 

,·-. ;r, ; '. ·: ~~1 r1c~t copy! a~ l: !,~ ~;El:t -~·:·. -~_; 

Wi:r:c,! my hand and seal of offic~ 0:1 : 

c\] -\~- \q ~;~ e 
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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. . - ) , Sec. 1 , eff. June 17 , 2011. 

Sec . 2256.006 . STA.NDARD OF CARE . (a ) Investments shall be made with judgment and care, 

under prevailing circumstances, that a person of prudence, discretion , and intelligence would 

exercise in the management of the person's own affairs , not for speculation , but for 

investment , considering the probable safety of capital and the probable income to be der ived . 

Investment of funds shall be governed by the following investment objectives , in order of 

priority : 

(1) preservation and safety of principal; 

(2) liquidity ; and 

(3) yield. 

(b ) 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 entity ' s control , over which the 

o fficer had responsibility rather than a consideration as to the prudence of a single 

investment ; and 

(2) whether the investment decis i on was consistent with the written investment 

policy of the entity. 

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

Sec . 2256.007 . INVESTMENT TRAINING; STATE AGENCY BOARD MEMBERS AND OFFICERS. (a) Each 

member o f the governing board of a state agency and its investment officer shall attend at 

least one training session relating to the person ' s responsibilities under this chapter within 

six months after taking office or assuming duties. 

(b) The Texas Higher Education Coordinating Board shall provide the training under this 

section. 

(c) Training under this section must include education in investment controls , security 

r i sks , strategy risks, marke t risks, diversification of investment portfolio, and compliance 

with this chapter . 

(d) An investment officer shall attend a training session not less than once each state 

fiscal bienni um and may recei ve training from any independent source approved by the governing 

body of the state agency . The investment officer shall prepare a report on this subchapter 

and deliver the report to the governing body of the state agency not later than the 180th day 

after the last day of each regular session of the legislature . 

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. Sept . 1, 1999. 

Amended by : 

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

Sec. 2256 . 008 . INVESTMENT TRAINING; LOCAL GOVERNMENTS . 

Text of subsection as amended by Acts 2015 , 84th Leg., R.S . , Ch. 222 (H.B. -·: ) , Sec. 1 
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fiscal years after that date . The treasurer or chief financial officer o f an investing entity 

created under authori ty of Section = (b) , Article III , or Section -= , Ar ticle XVI , Texa s 

Constitution, and that has fewer than five full - time employees is not required to attend 

training required by th is section unless the person is also the investment officer of the 

entity . 

(c) Training under this section must include education in i nvestmen t controls, security 

r isks, strategy risks , market risks, diversification of investment portfolio , and compliance 

with th is chapter . 

(d) Not later than December 31 each year , each individual, association , bus i ness , 

organizat i on , governmental entity , or other person that provides training under this section 

shall repo rt to the comptroller a list of the governmental ent i tie s for which the person 

provided required training under this section during that calendar year . An indi v idual ' s 

repo r ting requirements under this subsection are satisfied by a report of the individual ' s 

employer or the spon s oring or organizing entity of a training prog ram or seminar . 

(e) This sec tion does not apply to a district governed by Chapter or -_ , Water Code. 

(fl Subsection (a) (2) does not apply to an officer of a mun ic ipal i ty if the 

municipal i ty: 

(1) does not invest municipal funds ; or 

(2) only deposits munic i pal funds in: 

(A) interest-bearing deposit accounts ; or 

(B) certificates o f deposit as authorized by Section 

Amended by Acts 199 5 , 74th Leg ., ch . 402, Sec. 1 , eff. Sept . 1, 1995 ; Acts 1997, 75th Leg., 

ch . 1 42 1, Sec . 5 , eff. Sept . 1 , 1997; Acts 1999 , 76 th Leg ., ch . 1454, Sec . 6 , eff. Sept . 1 , 

1999; Acts 2001 , 77th Leg ., ch . 69 , Sec. 4 , eff. May 14, 2001. 

Amende d by : 

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

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

Acts 2015 , 84th Leg ., R. s. I Ch . 1 248 (H.B. ) , Sec . 1 , eff . September 1 , 2015. 

Sec . 2256 . 009 . AUTHORIZED INVESTMENTS: OBL I GATIONS OF , OR GUARANTEED BY GOVERNMENTAL 

ENTITIES . (a ) Except as provided by Sub section (b) , the following are authorized investments 

unde r this subchapter: 

(1) obligations , including l e tters of credit , of the United States o r its age nci es 

and i nstrumentalities ; 

(2) direct obligations of this state o r its agencies and instrumentalities; 

(3) collateralized mortgage obl i gations directly issued by a federa l a gency or 

ins trumentality of the United States , the underlying security for which is guaranteed by an 

agency or i nstrumentality of the United States ; 

(4) other obligations , the principal and i nt eres t of which are unconditionally 

guar a nteed o r insured by , or backed by t he full faith and c re dit of , this state o r the United 

States or their respective agencies and instrumentalities , including obligations that are 

fully guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit 

full faith and cre dit of the United States ; 

(5) obligations o f states , agencies , counties , c ities, and othe r political 

subdivi sions of any s tate rated as to investment quality by a nationally recognized investment 

rating firm not less than A or its equivalent ; and 

(6) bonds issued, assumed , or guaranteed by the State of Israe l . 

(b ) The f ollowing are not authorized investments under this section : 

(1) obligations whose payment represents the coupon payments on the outstanding 

principal balance of the underlying mortgage-backed security coll a t eral and pays no principal; 
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(2) obligations whose payment represents the principal stream of cash flow from the 

underlying mortgage-backed security collateral a nd bears no interest; 

(3) collateralized mortgage obligations that have a stated final maturity date of 

greater than 10 ye ars ; and 

(4 ) collateralized mortgage obligations the interest rate of which is determined by 

an index that adjusts opposite to the changes in a mar ket index. 

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 . l, 

2 001 . 

Amended by : 

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

Sec. 2256 . 010. AUTHORIZED INVESTMENTS : CERTIFICATES OF DEPOSIT AND SHARE CERTIFICATES . 

(a) A certificate of deposit or share certificate is an authorized investment under this 

subchapter if the certificate is issued by a depository institution that has its main office 

or a branch office in this state and is : 

(1) guaranteed or insured by the Federal Deposit Insurance Corporation or its 

successor or the National Credit Union Share Insurance Fund or its successor; 

(2) secured by obligations that are described by Section (a), including 

mortgage backed securities directly issued by a federal agency or instrumentality that have a 

market value of not less than the principal amount of the certificates , but excluding those 

mortgage backed securities of the nature described by Section : ( b ) ; or 

(3 ) secured in any other manner and amount provided by law for deposits of the 

investing entity . 

(b) In addition t o the authority to invest funds in certificates of deposit under 

Subsection (a) , an investment in certificates of deposit made in accordance with the following 

conditions is an authorized investment under this 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 from a list adopted by the investing entity as required by Section ; o r 

(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 

more federally insured depository institutions , wherever located, for the account of the 

investing entity; 

(3) the full amount o f the principal and accrued interest of each of the 

certificates of deposit is insured by the United States or an instrumentality of the United 

States; and 

(4 ) the investing entity appoints the depository institution selected by the 

investing entity under Subdivision (1) , an entity described by Section (d) , or a 

c learing broker - dealer reg i stered with the Securities and Exchange Commission and operating 

pursuant to Securities and Exchange Commission Rule 15c3-3 (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 investing 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 . 14 21 , Sec. 6 , eff. Sept. 1 , 

1997 . 

A.mended by: 

Acts 2005 , 79th Leg . , Ch. 128 (H . B. _:- ) , Sec. 
( :; ·:::."• . ; .. - CC~Lii'j' t!1J., t~ :;. i.1 U 
f'} Y 1/.\ l!'!C , 
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Acts 2011, 82nd Leg., R . S . , Ch . 1004 (H . B . · ), Sec . 5 , eff. June 17 , 2011. 

Sec . 2256.011. AUTHORIZED INVESTMENTS : REPURCHASE AGREEMENTS . (a) A fully 

collateralized repurchase agreement is a n authorized investment under this subchapter if the 

repurchase agreement : 

(1) has a defined termination date; 

(2) is secured by a combination of cash and obligations described by Section 

· : (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 name , and deposited at the time the 

investment is made with the entity or with a third party selected and approved by the entity; 

and 

(4 ) is placed through a primary government securities dealer , as defined by the 

Federal Reserve , or a financial institution doing business in this state. 

(b) In this section, " repurc,hase agreement " means a simultaneous agreement to buy, hold 

for a specified time , and sell back at a future date obligations described by Section 

(a) (1) , at a market value at the time the funds are disbursed of not less than the principal 

amount of the funds disbursed. The term includes a direct security repurchase agreement and a 

reverse security repurchase agreement . 

(c) Notwithstanding any other law , the term of any reverse se curit y repurchase agreement 

may not e xceed 90 days after the date the reverse security repurchase agreement is delivered . 

(d) Money received by an entity under the terms of a reverse security repurchase 

agreement shall be used to acquire additional authorized investments , but the term of the 

authorized investments acquired must mature not later than the expiration date stated in the 

reverse security repurchase agreement . 

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

Amended by : 

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

Sec . 2256 . 0115 . AUTHORIZED INVESTMENTS : SECURITIES LENDING PROGRAM . (a) A securities 

lending program is an authorized i nvestment under this subchapter if it meets the conditions 

provided by this section. 

(b) To qualify as an author i zed inves tment under this subchapter : 

(1 ) the va lue of securities loaned under the program must be not less than 100 

percent collateralized , including accrued income; 

(2) a loan made under the program must allow for terminati on at any time ; 

(3 ) a loan made under the program must be secured by : 

state ; and 

(A) 

(B) 

pledged securities described by Section 

pledged irrevocable letters of credit issued by a bank that is: 

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

(ii ) continuously rated by at least one nationally recognized investment 

rating firm at not less than A or its equivalent; or 

(C) cash invested in accordance with Section : 

( i) 2256.009 ; 

(ii) 2256.013; 

(iii) 2256 . 0 14 ; or 

(iv) 2256.016 ; 

(4 ) t he terms of a l oan made u nder t he pro gram must requ ire t hat the securities 

being held as collat e ral be: 

Addendum B 
Webb County Banking Services 

Primary Depository Contract



GOVERNMENT CODE CHAPTER 2256 . PUBLIC FUNDS INVESTMENT 

(A) pledged to the investing entity; 

(B) held in the i nvesting entity's n ame; and 

(C) deposited at the time the investme nt is made with the entity or with a 

third party selected by or approved by the investing entity; 

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

(A) a primary government securities dealer , as defined by 5 C . F.R . Section 

6801.102(f), as that regulation existed on September 1 , 200 3; or 

(B) a financial institution doing business in this state ; and 

(6 ) an agreement to lend securities that is executed under this section must have a 

term of one year or less. 

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

Sec . 2256.012. AUTHORIZED INVESTMENTS : BANKER ' S ACCEPTANCES. A bankers' acceptance is 

an authorized investment under this subchapter if the bankers ' acceptance : 

(1) has a stated maturity of 270 days or fewer from the date of its issuance ; 

(2 ) will be, in accordance with its terms , liquidated in full at maturity ; 

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

(4) is acce pted by a bank organized and existing under the laws of the United States 

or any state , if the short-term obligations of the bank, or of a bank ho l ding company of which 

the bank is the largest subsidiary, are rated not less than A- 1 or P- 1 or an equivalent rating 

by at least one nationally recognized credit rating agency. 

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

Sec. 2256 . 013 . AUTHORIZED INVESTMENTS : COMMERCIAL PAPER . Commercial paper is an 

autho rized investment under this subchapter if the commercial paper : 

(1) has a stated maturity of 270 days or fewer from the date of its issuance; and 

(2) is rat e d not less than A- 1 or P- 1 or an equivalent rating by at least : 

(A) two nationally recognized credit rating agencies ; or 

(B) one 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. 

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

Sec . 2256 . 0 14 . AUTHORIZED IiNESTMENTS : MUTUAL FUNDS . (a) A no-load money market 

mutual fund is an authorized investment under this subchapter if the mutual fund : 

( 1 ) is registered with and regulated by the Securities and Exchange Commission ; 

(2) provides the inve sting entit y 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 SOa -1 et seq . ) ; 

(3) has a dollar-weighted average stated matur it y of 90 days or fewer ; a nd 

(4) includes in its investment objectives the maintenance of a stable net asset 

v a lue of $1 for each share . 

(b ) In addition to a no - load money market mutual fund pe rmi tted as an au t h oriz e d 

investment in Subsection (a ) , a no -load mutual fund is a n authorized inv es tment under this 

subchapter if the mutual fund: 

( 1 ) is registered with the Securi tie s and Exchange Commiss i on ; 

(2) has an average weigh ted maturit y o f less than two years ; 

( 3 ) is investe d exclusively in ob l igations approved by this subchapter; 
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(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 investment officer of a 

local government shall : 

(1 ) attend at least one training session from an independent source approved by the 

governing body of the local government or a designated investment committee advising the 

investment officer as provided for in the investment policy of the local government and 

containing at least 10 hours of instruction relating to the treasurer's or officer ' s 

responsibilities under this subchapter within 12 months after taking office or assuming 

duties ; and 

(2) except as provided by Subsections (b ) , (e) , and (f), attend an investment 

training session not less than once in a two-year period that begins on the first day of that 

local government ' s fiscal year and consists of the two consecutive fiscal years after that 

date, and receive not less than 10 hours of instruction relating to investment 

responsibilities under this subchapter from an independent source approved by the governing 

body of the local government or a designated investment committee advising the investment 

officer as provided for in the investment policy of the local government. 

Text of subsection as amended by Acts 2015, 84th Leg ., R. S. , Ch . 1248 (H.B. ~- ) , 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 investment 

officer of a local government shall : 

(1) attend at least one training session from an independent source approved by the 

governing body of the local government or a designated investment committee advising the 

investment officer as provided for in the investment policy of the local government and 

containing at least 10 hours of instruction relating to the treasurer ' s or officer ' s 

responsibilities under this subchapter within 12 months after taking office or assuming 

duties ; and 

(2) attend an investment training session not less than once i n a two-year period 

that begins on the first day of that local government ' s fiscal year and consists of the two 

consecutive fiscal years after that date, and receive not less than 10 hours of instruction 

relating to investment responsibilities under this subchapter from an independent source 

approved by the governing body of the local government or a designated investment committee 

advising the investment officer as provided for in the investment policy of the local 

government. 

(a-1) In addition to the requirements of Subsection (a ) (1 ) , the treasurer , or the chief 

financ i al officer if the treasurer is not the chief financial officer, and the investment 

officer of a school district or a municipality shall attend an investment training session not 

less than once in a two-year period that begins on the first day of the school district ' s or 

municipality's fiscal year and consists of the two consecutive fiscal years after that date , 

and receive not less than eight hours of instruction relating to investment responsibilities 

under this subchapter from an independent source approved by the governing body of the school 

district or municipality, or by a designated investme n t committee advising the investment 

officer as provided for in the investment policy of the school district or municipality. 

(b ) An investing entity created under authority o f Se c tio n ' _ (b ) , Article III, or 

Section , Article XVI, Texas Constitution , that has contracted with an investment management 

firm under Section - ~:~ · (b) and has fewer than five full-time empl o yees or an investing 

entity that has contracted with another investing entity to invest the entity's funds may 

satisfy the training requirement 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 local government's fiscal year and consists .? f .,:\he t,;o consec:~-~-~-ve 

\1 ~\~-:_\t,---·-------
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(4) is continuously rated as to investment quality by at least one nationally 

recognized investment rating firm of not less than A.AA or its equivalent; and 

(5) conforms to the requirements set forth in Sections (b) and (c) relating 

to the eligibility of investment pools to receive and invest funds of investing entities . 

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

(1) invest in the aggregate more than 15 percent of its monthly average fund 

balance, excluding bond proceeds and reserves and other 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 mutual 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 mutual fund described in Subsection 

(a) or (b) in an amount that exceeds 10 percent of the total assets of the mutual fund. 

Amended by Acts 1 995 , 74th Leg ., ch . 402 , Sec. 1 , eff. Sept. 1, 1 995; 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 . AUTHORIZED INVESTMENTS : GUARANTEED INVESTMENT CONTRACTS. (a) A 

guaranteed investment contract is an authoriz e d investment for bond proceeds under t his 

subchapter if the guaranteed investment contract : 

(1) has a defined termination date; 

(2) is secured by obligations described by Section (a) (1) , excluding those 

obligations described by Section _: (b), in an amount at least equal to the amount of 

bond proceeds i nvest e d under the contract ; and 

(3 ) i s pledged to the entity and deposited with the entity or with a third party 

selected and approved by the entity . 

(b) Bond proceeds , other than bond proceeds representing reserves and funds maintained 

for debt service purposes, may not be invested under this subchapter in a guaranteed 

investment contract with a term of longer than five years from the date of issuance of the 

bonds . 

(c) To be eligible as an authorized investment : 

(1) the governing body of the entity must specifically authorize guaranteed 

investment contracts as an eligible investment in the order , ordinance , or resolution 

authoriz i ng the issuance of bonds ; 

(2 ) the entity must receive bids from at least three separate providers with no 

material financial interest in the bonds from which proceeds were received ; 

(3) the entity must purchase the highest yielding guaranteed investment contract for 

which a qualifying bid is received; 

(4) the price of the guaranteed investment contract must take into account the 

reasonably expected drawdown schedule for the bond proceeds to be invested; and 

(5) the provider must certify the administrative costs reasonably expected to be 

paid to third parties in connection with the guaranteed investment 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 . Sep t . 

1 , 1999 . 

Sec . 2256 . 016. AUTHORIZED HNESTMENTS: INVESTMENT POOLS. (a ) An entity may invest its 

funds and funds u nder its control through an eligible investment pool if the governing body of 

the entity by rule , order , ordinance, or resolution , as appropriate , authorizes investment in 

the particular pool . An investment pool shall invest the funds it receives from entities in 
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authorized investments permitted by this subchapter . An investment pool may i nvest its funds 

in money market mutual funds to the extent permitted by and consistent with this subchapter 

and the investment policies and objectives adopted by the investment pool . 

(b ) To be eligible to receive funds from and invest funds on behalf of an entity under 

this chapter , an investment pool must furnish to the investment officer or other authorized 

representative of the entity an offering circular or other similar disclosure instrument that 

contains , at a minimum , the following information: 

( 1 ) the types of investments in which money is all owed to be invested ; 

(2) the maximum average dollar - weighted maturity allowed , based on the stated 

maturity date , of the pool ; 

(3 ) the maximum stated maturity date any investment security within the portfolio 

has ; 

(4) the objectives of the pool; 

(5) the size of the pool; 

(6) the names of the members of the advisory board of the pool and the dates their 

terms expire; 

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

(8) whether the i ntent of the pool is to maintain a net asset value of one dollar 

and the risk of market price fluctuation ; 

(9) whether the only source of payment is the assets of the pool at market value or 

whether there is a secondary source of payment , such as insurance or guarantees, and a 

description of the secondary source of payment ; 

(1 0) the name and address of the independent auditor of the pool ; 

(11 ) the requirements to be satisfied for an entity to deposit funds in and withdraw 

funds from the pool and any deadlines or other operating policies required for the entity to 

invest funds in and wi thdraw funds from the pool; and 

(12) the performance history of the pool, including yield , average dollar-weighted 

maturities , and expense ratios . 

(c) To maintain eligibility to receive funds from and invest funds on behalf of an 

entity under this chapter , an investment pool mus t furnish to the investment officer or other 

authorized representative of the entity : 

(1) investment transaction confirmations; and 

(2) a monthly report that contains, at a minimum, the f ollowing information: 

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

invested; 

(Bl the current average dollar-weighted maturity, based on the stated maturity 

date , of the poo l ; 

(C) the current percentage of the pool's portfol io in investments that have 

stated maturities of more t han one year; 

(D) the book value versus the market value of the pool ' s portfolio, using 

amortized cost valuation; 

(El the size of the pool; 

( Fl the number of participants in the po o l ; 

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

(H ) a listing of daily transaction activity of the entity participating in the 

pool; 

(I) the yie ld and expense ratio of the pool , including a statement regarding 

how yield is calculated ; 

(J) the portfolio managers of the pool; and 

(K ) any changes or addenda t o the o ffering circular . 

(d ) An entity by contract may delegate to an investment pool the authority to hold legal 

title as custodian of investments purchased wi t h its l ocal fu nds . 
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GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT 

(e) In this section , " yield " s ha ll be calculated in accordance with regulations 

governing the registration of open-end management investment companies under the Investment 

Company Act of 1940 , as promulgated from time to time by the federal Securit i es and Exchange 

Commission . 

( f ) To be eligible to receive funds from and invest funds on behalf of an entity under 

this chapter , a public funds inve stment pool created to func t ion as a money market mutual fu nd 

must mark its portfolio to market daily , a nd, to the e x tent 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 portfoli o is less than 0.995 or greater than 1 . 00 5, portfolio holdings shall be 

sold as necessary to maintain the ratio between 0.995 and 1. 00 5 . In addition to the 

requirements of its inves t ment policy and any other forms of reporting , a public funds 

investment pool created to function as a money market mutual fund shall report y ield to its 

investors in accordance with regulat ions of the federal Securities and Exchange Commission 

applicable to reporting by mo ney market funds . 

(g) To b e eligible to receive funds from and invest funds on behalf of an entity under 

this c hapter, a public funds inves tment p ool must have an advis ory board composed : 

(1) equally of participants in the poo l and other persons who do not have a business 

relationship wi th the pool and are qualified to adv i se the pool, for a public funds investment 

pool created under Chapter and managed by a state agency ; or 

(2) of participants in the pool and other persons who do not have a busine ss 

relationship with the pool and are qualified to adv ise the pool, for other investment pools . 

(h) To mai ntain eligibility to receive funds f rom and invest funds on behalf of an 

entity under this chapter, an investment pool must be continuously rated no lower than AAA or 

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

(i) If the investment pool operates an Internet website , the information in a disclosure 

instrument or report described in Subsections (b ) , (c) (2) , and ( f ) must be posted on the 

website. 

( j ) To maintain eligibility to recei ve funds from and invest funds on behalf of an 

en t ity under this chapter , an investment p oo l must make available to the entity an annual 

audi t ed financial statement of the investment pool in which the entity has funds invested . 

(k ) If an investment p oo l offers fee breakpo i nts based on fund balances inv ested , the 

investment pool in advertising investment rates must inc l ude eith er all levels of return based 

on the breakpoints provided or s t ate the l owes t possible level of return based on the smallest 

leve l of funds invested . 

Amended by Acts 1995, 74th Leg. , ch . 402 , Sec . 1, eff. Sept . 1 , 1995 ; Acts 199 7 , 75th Leg . , 

ch. 1421 , Sec . 9 , eff. Sept. 1, 1997 . 

Amended b y : 

Acts 2011 , 82nd Leg . , R . S ., Ch . 100 4 (H.B . . ) , Sec . 7 , eff. June 17 , 2011. 

Sec. 22 56.017 . EXISTING INVESTMENTS. An entity is not required to liquida te i nves t ments 

that were authorized investments at the time of purchase. 

Added by Acts 1995, 74th Leg. , ch. 76 , Sec. 5 . 46 (a ) , eff. Sept . 1 , 1995 ; Acts 1995 , 74th 

Leg ., ch . 402 , Se c . 1 , eff. Sept . 1 , 1995 . Amended by Acts 1997 , 75th Leg., ch . 1421 , Sec . 

10, eff. Sept. 1, 1997 . 

Sec. 22 56 . 019 . RAT ING OF CERTAIN INVESTMENT POOLS . A publ i c funds investment pool must 

be continuously ra ted no lower than AAA or AAA - m or at a n equivalent rating by at least one 

nationally recognized rating service. 
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Added by Acts 1995, 74th Leg ., ch . 402 , Sec. 1 , eff . Sept . 1 , 1995. Amended 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 . ) , Sec. 8 , eff. June 17 , 2011. 

Sec . 2256.020. AUTHORIZED INVESTMENTS : INSTITUTIONS OF HIGHER EDUCATION. In addition 

to the authorized investments permitted by this subchapter , an institution of higher education 

may purchase, sell, and invest its funds and funds under its control in the following : 

(1) cash management and fixed income funds sponsored by organizations exempt from 

federal income taxation under Section 50l( 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 recognized credit rating agency 

or t hat is associated with a holding company having a commercial paper rating of at least A- 1 , 

P- 1 , or the equivalent by a nationally recognized credit rating agency; and 

(3) corporate bonds , debentures, or similar debt obligations rated by a nationally 

recognized investment rating firm in one of the two highest long - term rating 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 . AUTHORIZED INVESTMENTS; MUNICIPAL UTILITY . (a) A municipality that 

owns a municipal electric utility that is engaged in the distribution and sale of electric 

energy or natural gas to the public may enter into a hedging contract and related security and 

insurance agreements in relation to fuel oil , natural gas , coal , nuclear fuel , and electric 

energy to protect against l oss due to price fluctuations. A hedging transaction must comply 

with the regulations of the Commodity Futures Trading Commission and the Securities and 

Exchange Commission . If there is a conflict between the municipal charter of the municipality 

and this chapter , this chapter prevails . 

(b) A payment by a municipally owned electric or gas utility under a hedging contract or 

related agreement in relation to fuel supplies or fuel reserves is a fuel expense , and the 

utility may credit any amounts it receives under the contract or agreement against fuel 

expenses . 

(c) The governing body of a municipally owned electric or gas utility or the body vested 

with power to manage and operate the municipally owned electric or gas utility may set policy 

regarding hedging transactions . 

(d) In this section, " hedging " means the buying and selling of fuel oil , natural gas , 

coal , nuclear fuel , and electric energy futures or options or similar contracts on those 

commodities and related transportation costs as a protection against loss due to price 

fluctuation. 

Added by Acts 1999 , 76th Leg ., ch . 405, Sec . 48, eff . Sept. 1, 1999. 

Amended by: 

Acts 2007 , 80th Leg., R.S . , Ch. 7 (S.8 . . · ) , Sec . 1 , eff . April 13 , 2007 . 

Sec. 2256.0202. 

OF MINERAL RIGHTS . 

AUTHORIZED INVESTMENTS : MUNICIPAL FUNDS FROM MANAGEMENT AND DEVELOPMENT 

(a ) In addition to other investments authorized under this subchapter, a 

municipality may invest funds received by the municipality from a lease or contract for the 

management and development of land owned by the mun i cipality and leased for oil , gas , or other 

mineral development in any investment author ized to be made by a trustee under Subtitle B, 

Title 9, Property Code (T exas Trust Code ) . 
., . .. ' 
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(b) Funds invested by a municipality under this section shall be segregated and 

accounted for separately from other funds of the municipality . 

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

Sec. 2256 . 0203. AUTHORIZED INVESTMENTS : PORTS AND NAVIGATION DISTRICTS . (a) In this 

section , " district " means a navigation district organized under Section - , Article III , or 

Section , Article XVI, Texas Constitution. 

(b) In addition to the authorized investments permitted 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 recognized credit rating agency or that is associated with 

a holding company having a commercial paper rating of at least A- 1, P-1 , or the equivalent by 

a nationally recognized credit rating agency . 

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

Sec . 2256.0204 . AUTHORIZED INVESTMENTS: INDEPENDENT SCHOOL DISTRICTS . (a) In this 

sect ion , " corporate bond " means a senior secured debt obligation issued by a domes tic business 

entity and rated not lower than " AA- " or the equivalent by a nationally recognized investment 

rating firm. The term does not include a debt obligation that : 

(1) on conversion, would result in the holder becoming a stockholder or shareholder 

in the entity , or any affiliate or subsidiary of the entity, that issued the debt ob ligation; 

or 

(2) i s an unsecured debt obligation. 

(b) This section applies only to an independent schoo l district that qualifies as an 

issuer as defined by Section 

(c) In addition to authorized investments permitted by this subchapter , an independent 

school district subject to this section may purchase , sell , and inve st its funds and funds 

under its control in corporate bonds that , at the time of purchase, are rated by a nationally 

recognized investment rating firm " AA-" or the equivalent and have a stated final maturity 

that is not later than the third anniversary of the date the corporate bonds were purchased. 

(d) An independent school dis tr ict subject to this section is not authorized by this 

section to : 

( 1 ) invest in the aggregate more than 15 percent of its monthly average fund 

balance , excluding bond proceeds , reserves, and other funds held for the payment of debt 

service, in corporate bonds ; or 

(2) invest more than 25 percent of the funds invested in corporate bonds in any one 

domestic business entity, including subsidiaries and affiliates of the entity . 

(e) An independent school district subject to this section may purchase, sell, and 

invest its funds and fu nds under its control i n corporate bonds if the governing body of the 

district: 

( 1 ) amends its investment policy to authorize corporate bonds as an eligible 

investment; 

( 2) adopts p r ocedures t o provide for : 

(A) monito ring rating changes in corporate bonds acquired with public funds; 

and 

(B) liquidating the investment in corporate bonds; and 

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

(f ) The investment officer of an independent school district , acting on behalf of the 

district , shall sell corporate bonds in which the district has invested its funds not lat er 

than the seventh day after the da_e a nationall y recognized investment rating firm: 

\ l _-\ <t, :-\':L w. 
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(1 ) issues a release that places the corporate bonds or the domestic business 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 time the re l ease is issued ; or 

(2 ) changes the rating on the corporate bonds to a rating lower than "AA- " or the 

equivalent . 

(g ) Corporate bonds are not an eligible investment for a public funds investment pool. 

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

Sec . 2256.0205 . AUTHORIZED INVESTMENTS ; DECOMMISSIONING TRUST . (a) In this section : 

(1) " Decommissioning trust " means a trust created to provide the Nuclear Regulatory 

Commission assurance that funds will be available for decommissioning purposes as required 

under 10 C. F . R. Part SO or other similar regulation . 

(2) " Funds " includes any money held in a decommissioning trust regardless of whether 

the money is considered to be public funds under this subchapter . 

(b) In addition to other investments authorized under this subchapter , a municipality 

that owns a municipal electric utility that is engaged in the distribution and sale of 

electric energy or natural gas to the public may invest funds held in a decommissioning trust 

in any investment authorized by Subtitle B, Title 9, Property Code . 

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

Sec . 2256 . 021. EFFECT OF LOSS OF REQUIRED RATING. An investment that requires a minimum 

rating under this subchapter does not qualify as an authorized investment during the period 

the investment does not have the minimum rating . An entity shall take all prudent measures 

that are consistent with its investment policy to liquidate an investment that does not have 

the minimum rating . 

Added by Acts 1995 , 74th Leg ., ch. 402, Sec. 1 , eff. Sept. 1 , 1 995. 

Sec . 2256 . 022 . EXPANSION OF INVESTMENT AUTHORITY . Expansion of investment authority 

granted by this chapter shall require a risk assessment by the state auditor or performed at 

the direction of the state auditor, subject to the legislative audit committee ' s approval of 

including the review in the audit plan under Section 

Added by Acts 1995, 74th Leg. , ch. 402 , Sec. 1 , eff . Sept . 1, 1995 . Amended by Acts 2003, 

78th Leg ., ch. 785, Sec. 42 , eff . Sept . 1 , 2003 . 

Sec . 2256 . 023. INTERNAL MANAGEMENT REPORTS . (a ) Not l ess than quarterly, the 

investment officer shall prepare and submit to the governing body of the entity a written 

report of investment transactions for all funds covered by this chapter for the preceding 

reporting period. 

(b ) The report must: 

report ; 

(1 ) describe in detail the investment position of the entity on the date of the 

(2 ) be prepared jointl y by all investment o fficers of the entit y ; 

( 3) be signed by each investment officer of the entity ; 

( 4 ) contain a summary statement of each pooled fund group tha t states the : 

(A) beginning market value for the reporting period; 

(8 ) ending market value for the period; and 

(C) fully accrued interest for the reporting period; 
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GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT 

(5) state the book value and market value of each separately invested asset at the 

end of the reporting period by the type of asset and fund type invested ; 

(6) state the maturity date of each separately invested asset that has a maturity 

date ; 

(7) state the account or fund or pooled group fund in the state agency or local 

government for which each individual investment was acquired; and 

(8 ) state the compliance of the investment portfolio of the state agency or local 

government as it relates to : 

(A) the investment strategy expressed in the agency 's or loca l government ' s 

investment policy; and 

(B) relevant provisions o f this chapter . 

(c) The report shall be presented not less than quarterly to the go verning body and the 

chief executive officer of the entity within a reasonable time a fte r the end of the period . 

(d) If an entity invests in other than money market mut ual funds , investment pools or 

accounts offered by its depository bank in the form of certificates of deposit , or money 

market accounts or similar accounts , the reports prepared by the investment officers under 

this section shall be formally reviewed at least 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 . Amended 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 . __ ) , Sec . 9 , eff. June 17 , 2011. 

Sec . 2256 . 024. SUBCHAPTER CUMULATIVE . (a) The authority granted by th is subchapter is 

in addition to that granted by other law. Except as provided by Subsection (b ) , th is 

subchapter does not : 

(1) prohibit an i nvestment specifically authorized by other law; or 

(2) authorize an investment specifically prohibited by other law . 

(b) Except with respect to those investing ent it ies described in Subsection (c ) , a 

security described in Section (b) is not an authorized investment for a state agency, 

a local government , or another investing entity , notwithstanding any other provision of this 

chapter or other law to the contrary . 

(c) Mortgage pass-through certificates and individual mortgage loans that may constitute 

an investment described in Section 

housing bond programs operated by : 

(b) are authorized investments with respect to the 

(1) the Texas Department of Housing and Community Affairs or a nonprofit corporation 

created to act on its behalf; 

(2) an entity created under Chapter 

(3) an entity c rea ted under Chapter 

, Local Government Code; or 

, Local Government Code . 

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

Sec . 2256.025. SELECTION OF AUTHORIZED BROKERS . The governing body of a n entity subject 

to this subchapter or the designated investment committee of the enti ty shall, at least 

annually , review, revise, and adopt a list of qualified brokers tha t are authorized to engage 

in investment tra ns acti ons wi th the entity . 

Added by Acts 1997 , 75th Leg. , ch. 1421, Sec. 13 , eff. Sept . 1 , 199 7 . 

Sec . 2256 . 026 . STATUTORY COMPLIANCE. All investments made by entities must comply with 

this subchapter and a ll fede ral , state , and local statutes, rules , o r regulations. 
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Added by Acts 1997, 75th Leg ., ch . 1421 , Sec. 13, eff. Sept . 1 , 1997 . 

SUBCHAPTER 8. MISCELLANEOUS PROVISIONS 

Sec . 2256 . 051. ELECTRONIC FUNDS TRANSFER . Any local government may use electronic means 

to trans fer or invest all funds collected or controlled by the loca l government . 

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

Sec . 2256.052 . PRIVATE AUDITOR . Notwithstanding any other law , a state agency shall 

empl oy a private auditor if authorized by the legislative audit committee either on the 

committee ' 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 . 

Sec . 2 256 . 053 . PAYMENT FOR SECURITIES PURCHASED BY STATE . The comptroller or the 

disbursing off icer of an agency that has the power to invest assets directly may pay for 

authorized secur i ties purchased from or through a member in good standing of the National 

Associat i on of Securities Dealers or from or through a national or state bank on receiving an 

invoice from the seller of the securities showing that the secur i ties have been purchased by 

the board or agency and that the amount to be paid for the securities is just , due , and 

unpaid . A purchase of securities may not be made at a price that exceeds the existing 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 SECURITIES PURCHASED BY STATE. A security purchased under 

this chapter may be delivered to the comptroller , a bank , or the board or agency investing its 

funds . The delivery shall be made under normal and recognized practices in the securities and 

banking i ndustries , 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 SECURITIES PURCHASED BY STATE . At the direction of the 

comptroller or the agency , a security purchased under this chapter may be deposited i n trust 

with a bank or federal reserve bank or branch designated by the comptroller , whether in or 

outside the state. The deposit shall be held in the entity ' s name as evidenced by a trust 

receipt of the bank with which the securities are deposited. 

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

ch . 1423 , Sec . 8 . 69 , eff. Sept . 1, 1997 . 
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GOVERNMENT CODE CHAPTER 2257 . COLLATERAL FOR PUBLIC FUNDS 

GOVERNMENT CODE 

TITLE 10 . GENERAL GOVERNMENT 

SUBTITLE F . STATE AND LOCAL CONTRACTS AND FUND MANAGEMENT 

CHAPTER 2257. COLLATERAL FOR PUBLIC FUNDS 

SUBCHAPTER A. GENERAL PROVISIONS 

Sec. 2257 . 001 . SHORT TITLE . This chapter may be cited as the Public Funds Collateral 

Act . 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec . 1 , eff . Sept . 1 , 1993. 

Sec . 2257 . 002 . DEFINITIONS . In this chapter : 

( 1 ) " Bank holding company " has the meaning assigned by Sect i on (a) , Finance 

Code . 

( 2) 

( 3) 

" Control " has the meaning assigned by Section (a) , Finance Code. 

" Deposit of public funds " means public funds of a p ublic entity that : 

(A ) the compt roller does not manage under Chapter and 

(8 ) are held as a demand or time deposit by a depository ins titution expressl y 

authorized by law to accept a pub li c entity ' s demand or time deposit . 

( 4 ) " Eligible security " means : 

(A) a surety bond ; 

(B) an investment security; 

(C) an ownership o r beneficial interest in an investment security , other than 

an option contract to purchase or sell an i nves tment security; 

(D) a fixed-rate colla terali zed mortgage obligat ion that has an expected 

weighted average life of 1 0 years or less and does not constitute a high - risk mortgage 

security ; 

(E) a floating-ra te collateralized mortgage obliga t ion that do e s not constitute 

a high - risk mortgage secur ity ; or 

(F) a letter of credit issued by a federal home loan bank. 

(5) " Inve stment security" means : 

(A ) an obligation that in the opinion of the attorney general of the United 

States is a general obligation of the Uni ted States and backed by its f ul l faith and credit ; 

(B) a general or special obligation i ssued by a public agency t hat is payable 

from taxes , revenues , or a comb i nation of taxes and revenues ; or 

Code ; 

(C) a security in which a public entity may inve st under Subchapter A, Chapter 

(6) " Permitted institution " means : 

(A ) a Fede ra l Re serve Bank; 

(B) a clearing corporation , as defined by Section ~ , Business & Commerce 

(C) a bank eligible to be a custodian under Section or 

(D) a state or nationally chartered ban k that is controlled by a bank ho l ding 

company that controls a bank eligible t o be a custodia n under Section 

(7) " Public agency " means a state or a pol iti cal or g overnmenta l entity , a gency , 

instrumentality, or subdivision of a state , including a municipa li ty , an institution of higher 

education , as defined by Section ~ " , Education Code , a junior college , a district created 

under Article XVI , Section - , of the Te xas Constitution , and a public hospital ~ 
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( 8 ) " Public entity" means a public agency in this state, but does not include an 

institution of higher education, as defined by Section , Education Code . 

(9) " State agency " means a public entity that : 

(A ) has authority that is not limited to a geographic portion of the state; 

and 

(B) was created by the constitution or a statute . 

( 10 ) "Trust receipt " means evidence of receipt , identification, and recording, 

i ncluding : 

(A) a physical controlled trust receipt ; or 

(B ) a written or electronically transmitted advice of transaction . 

Added by Acts 1993 , 73rd Leg . , ch . 268 , Sec. 1 , eff. Sept. 1, 1993 . A.mended by Acts 1995 , 

74th Leg ., ch . 76 , Sec . 5.48(a) , eff. Sept. 1 , 1995 ; Acts 1995 , 74th Leg., ch . 914 , Sec. 5 , 

eff . Sept . 1 , 1995 ; Acts 1997, 75th Leg ., ch. 254, Sec . 1, eff. Sept . 1, 1997 ; Acts 199 7 , 

75th Leg . , ch. 891, Sec . 3 . 22(4 ) , eff. Sept. 1, 1997; Acts 1997 , 75th Leg ., ch. 1423, Sec . 

8 . 70 , eff . Sept. 1 , 1997; Acts 1999 , 76th Leg ., ch. 62 , Sec . 7.63 , eff. Sept . 1, 1999 . 

Amended by : 

Acts 2011 , 82nd Leg ., R.S. , Ch . 783 (H.B . . ) , Sec . 1, eff . June 17, 2011 . 

Sec. 2257 . 0025 . HIGH-RISK MORTGAGE SECURITY . (a) For purposes of this chapter , a 

fixed-rate collateralized mortgage obligation is a high-risk mortgage security if the 

security : 

(1 ) has an average life sensitivity with a weighted average life that : 

(A) extends by more than four years, assuming an immediate and s u stained 

parallel shift in the yield curve of plus 300 basis points; or 

(B) shortens by more than six years, assuming an immediate and sustained 

parallel shift in the yield curve of minus 300 basis points; and 

(2 ) is price sensitive; that is , the estimated change in the price of the mortgage 

derivative product is more than 17 percent , because of an immediate and sustained parallel 

shift in the yield curve o f plus or minus 300 basis points. 

(b ) For purposes of this chapter , a floating -rate collateralized mortgage obligation is 

a high-ris k mortgage security if the security: 

( 1) bears an interest rate that is equal to the contractual cap on the instrument; 

or 

(2) is price sensitive; that is , the estimated change in the price of the mortgage 

derivative product is more than 17 percent, because of an immediate and sustained parallel 

shift in the yield curve of plus or minus 300 basis points . 

Added by Acts 1997 , 75th Leg ., ch. 254 , Sec. 2 , eff . Sept . 1 , 1997 . 

Sec. 225 7 . 003 . CHAPTER NOT APPLICABLE TO DEFERRE D COMPENSATION PLANS. This chapter d oes 

not apply to funds that a public entity maintains or administers under a deferred compensati o n 

plan , the federal income ta x treatment of which is governed b y Section 40 l ( k ) or 45 7 o f the 

Internal Revenue Code of 1986 (26 U.S.C. Sections 40l(k) and 457 ) . 

Added b y Acts 1 993 , 73rd Leg ., c h . 26 8, Se c . 1, eff . Sept . 1 , 1993 . 

Sec . 2 257. 00 4. CONFLICT WIT H OTHER LAW . This chapter pre vails over any o ther law 

relating t o security f o r a depo si t o f public funds to the extent of any c o nflic t . 

Adde d by Act s 1993 , 7 3rd Leg ., ch. 268 , Se c . 1, eff . Sept . 1 , 1 993 . 
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Sec. 2257 . 005 . CONTRACT GOVERNS LEGAL ACTION . A legal action brought by or against a 

public entity that arises out of or i n connection with the duties of a depository, custodian, 

or permitted institution under this chapter must be brought and maintained as provided by the 

contract with the public entity. 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec. 1, eff. Sept. 1 , 1993. 

SUBCHAPTER B . DEPOSITORY ; SECURITY FOR DEPOSIT OF PUB LIC FUNDS 

Sec . 2257 . 021. COLLATERAL REQUIRED . A deposit of public funds shall be secured by 

eligible security to the extent and in the manner required by this chapter . 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec . 1 , eff . Sept. 1 , 1993. 

Sec . 2257 . 022. AMOUNT OF COLLATERAL. (a ) Except as provided by Subsection (b ) , the 

total value of eligible security to secure a deposit of public funds must be in an amount not 

less than the amount of the deposit of public funds : 

(1) i ncreased by the amount of any accrued interest ; and 

(2) reduced to the extent that the United States or an instrumentality of the United 

States insures the d e posit . 

(b ) The total va lue of eligible security described by Section ( 4) (D ) , Education 

Code , to secure a deposit of public funds of a school district must be in an amount not less 

t han 110 percent of the amount of the deposit as determined under Subsection (a ) . The total 

market value of the eligible security must be reported at least once each month to the school 

district . 

(c ) The value of a surety bond is its face value . 

(d ) The value of an investment security is its market va l ue. 

Added by Acts 1993 , 73rd Le g ., ch . 268 , Sec . 1 , eff . Sept . 1 , 1 993. Amended by Acts 200 3 , 

78th Leg ., ch . 201 , Sec. 46 , eff . Sept . 1, 2 003 . 

Sec . 2257 . 023 . COLLATERAL POLICY. (a ) In accordance with a written policy approved by 

the governing body of the public entity , a public entity sha l l determine if an investment 

secu rity is eligible to secure deposits of public funds . 

(b) The written policy may i nclude : 

( 1 ) the security of the institution that obtains or holds an investment security ; 

(2) the substitution or release of an investment security ; and 

(3 ) the method by which an investment security used to secure a deposit of public 

funds is valued . 

Added by Acts 1993 , 73rd Leg ., ch. 2 68 , Sec. 1 , eff . Sept. 1, 1993 . 

Sec . 2257 . 0 2 4 . CONTRACT FOR SECURING DEPOSIT OF PUBLIC E'UNDS . (a ) A public entity ma y 

contract with a bank that has its main office or a branch off i ce in this state t o secure a 

deposit of public funds . 

(b ) The cont ract may c o ntain a term o r condition relating to a n investment security used 

as security for a deposit of public funds , including a term or cond i tion relating to the : 

( 1 ) possession o f the collateral ; 

(2) substit u tion or release of a n i nvestment secu rity ; 

( 3 ) ownershi p of the investment securities of the bank used to secure a deposi t of 

p ubli c funds; a nd 
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(4) method by which an investment security used to secure a deposit of public funds 

is valued. 

Added by Acts 1993 , 73rd Leg . , ch . 2 68 , Sec. 1 , eff . Sept . 1, 1993 . . l\mended by Acts 1999, 

76th Leg ., ch . 344 , Sec . 5 . 006 , eff. Sept . 1 , 1999 . 

Sec . 2257 . 025. RECORDS OF DEPOSITORY . (a ) A public entity ' s depository shall maintain 

a separate , accurate , and complete record relating to a pledged i nvestment security , a deposit 

o f public funds , and a transaction related to a pledged investment secu r ity . 

(b) The comptroller or the public entity may examine and verify at any reasonable time a 

pledged i nvestment security or a record a depository maintains under this section . 

Added by Acts 1993 , 73rd Leg . , ch . 268 , Sec. 1 , eff. Sept . 1, 1993 . Amended by Acts 1997 , 

75th Leg ., ch . 891 , Sec . 3 . 16, eff . Sept . 1, 1997 . 

Sec. 2257 . 026 . CHANGE IN AMOUNT OR ACTIVITY OF DEPOSITS OF PUBLIC FUNDS. A public 

ent i ty shall inform the depository for the public entity ' s deposit of public funds of a 

significant change in the amount or activity of those deposits within a reasonable time before 

the change occurs. 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec . 1 , eff . Sept. 1 , 1993 . 

SUBCHAPTER C . CUSTODIAN ; PERMITTED INST ITUTION 

Sec. 2257 . 041. DEPOSIT OF SECURITIES WITH CUSTODIAN. (a) In addition to other 

authority granted by l aw , a depository for a public entity other than a state agency may 

deposit with a custodian a security pledged to secure a deposit of public funds . 

(b) At the request of the public e ntity , a depository for a publ i c entity other than a 

state agency s hal l deposit wi th a custodian a security pledged to secure a deposit of public 

funds . 

(c) A depository for a state agency shall deposit with a custodian a security pledged t o 

secure a depos i t of public funds . The custodian and the state agency shall agree in writing 

on the terms and conditions for securing a deposit of public funds . 

(d ) A custodian must be approved by the public entity and be: 

(1) a stat e or national bank that: 

(A) is designated by the comptroller as a state depository ; 

(B) has its main office or a branch office in this state ; and 

(C) has a capital stock and permanent surplus of $5 million or more; 

(2) the Texas Treasury Safekeeping Trust Company; 

(3) a Federal Reserve Bank or a branch of a Federal Reserve Bank ; 

( 4) a federal home loan bank ; or 

(5) a financial institution authorized to exerc i se fiduciary powers that is 

designated by the comptroller as a custodian pursuant to Section · ~ (e ) . 

(e ) A custodian holds in trust the securities to secure the deposit of public funds o f 

the public entity in the depository pledging the securities. 

Added by Acts 1993 , 73rd Leg ., ch. 2 68 , Sec . 1 , eff . Sept . 1 , 1993 . Amended by Acts 1995 , 

74th Leg . , ch . 10 1 0 , Sec . 1, eff . J une 17 , 1995; Acts 1997 , 75th Leg. , ch. 891 , Sec. 3. 17, 

eff . Sept. 1, 199 7 ; Acts 1999, 76 th Leg., ch. 3 4 4 , Se c . 5. 007 , eff . Sept . 1, 1999 . 

Amended by : 

Acts 200 9, 81st Leg. , R . S., Ch. 48 6 (S.B. ) , Se c . 3, eff. September l , 2009 . 
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Sec . 2257 . 042 . DEPOSIT OF SECURITIES WITH PERMITTED INSTITUTION . (a) A custodian may 

deposit with a permitted institution an investment security the custodian holds under Section 

(bl If a deposit is made under Subsecti o n (a ) : 

( 1 ) the permitted institution shall hold t he investment securit y to secure f unds the 

public entity deposits in the depository that pledges the investment security ; 

(2) the trust receipt the custodian issues under Section shall show that 

the custodian has deposited the security in a permitted institution ; and 

(3) the permitted institution, on receipt of the investment security, shall 

immediately issue to the custodian an advice of transaction or other document that is evidence 

that the custodian deposited the security in the permitted institution. 

Added by Acts 1993, 73rd Leg., ch . 268 , Sec . 1, eff . Sept. 1, 1 993 . 

Sec . 2257.043. DEPOSITORY AS CUSTODIAN OR PERMITTED INSTITUTION. (a) A public entity 

other than a state agency may prohibit a depository or an entity of which the depository is a 

branch from being the custodian of or permitted inst itution for a security the depository 

pledges to secure a deposit of public funds . 

(b) A depository or an ent i ty of which the depository is a branch may not be the 

custodian of o r permitted institution for a security the depository pledges t o secure a 

deposit of public funds by a state agency. 

Added by Acts 1993 , 73rd Leg., ch . 268 , Sec . 1, eff. Sept . 1, 1 993 . 

Sec. 2257 . 044 . CUSTODIAN AS BAILEE. (a) A custodian under this chapter or a custodian 

of a security pledged to an instituti on of higher education, as defined by Section 

Education Code , whether acting alone or through a permitted institution, is f or all purposes 

the bailee or agent of the public entity or inst itution depositing the public funds with the 

depository . 

(bl To the extent of any conflict, Subsection (a) prevails over Chapter 

& Commerce Code. 

Added by Acts 1993 , 73rd Leg. , ch . 268, Sec. 1, eff. Sept . 1 , 1993. 

or ·. , Business 

Sec. 2257 . 045 . RECEIPT OF SECURITY BY CUSTODIAN . (a) On receipt of an investment 

security , a custodian shall immediately identify on its books and records, by book entry or 

another method, the pledge of the security to the public entity. 

(bl For a deposit of public funds under Subchapter F, the custodian shall issue and 

deliver to the comptroller a trust receipt for the pledged security. 

(c) For any other deposit of public funds under this chapter, at t he written direction 

of the appropriate public entity officer , the custodian shall: 

(1) issue and deliver to the appr opriate public entity officer a trust receip t for 

the pledged security ; or 

(2 ) issue and deliver a trust receipt for the pledged security to the public 

entity ' s depository and instruct t he depository to deliver the trust receipt to the public 

entity off i cer immediately . 

(d ) The custodian shall issue and deliver the trust receipt as soon as practi cable on 

the same business day on which the investment security is received . 

Added by Acts 1993 , 73rd Leg. , ch . 268 , Sec. 1 , eff. Sept . 1, 1993. 

Amended by: 

Acts 2013, 83rd Leg., R . S . , Ch . 434 (S . B . ) , Sec. 1, eff . June 14, 2013 . 

·, ', •·,.·_ 
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Sec . 2257 . 0 46 . BOOKS AND RECORDS OF CUSTODIAN; INSPECTION . (a ) A public entity ' s 

custodian shall maintain a separate, accurate , and c omplete record relating to each pledged 

investment security and each transaction relating to a pledged investment security . 

(b ) The comptroller or the public entity may examine and verif y at any reasonable time a 

pledged investment security or a record a custodian maintains under this section . The public 

entity or its agent may inspect at any time an investment securit y evidenced b y a trust 

receipt. 

(c) The public entity's custodian shall file a collateral report with the comptroller in 

the manner and on the dates prescribed by the comptroller . 

(d ) At the request of the appropriate public entity officer, the public entity ' s 

custodian shall provide a current list of all pledged investment securities. The list must 

include , for each pledged investment security: 

( 1 ) the name of the public entity; 

(2) the date the security was pledged to secure the pub lic entity ' s depos it; 

( 3 ) the Committee on Uniform Security Identification Procedures (CUSIP ) number of 

the security ; 

( 4 ) the face value and maturity date of the security; and 

( 5 ) the confirmation number on the trust receipt issued by the custodian . 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec. 1 , eff. Sept. 1 , 1993. Amended by Acts 1997 , 

75th Leg ., ch. 891, Sec. 3 . 18, eff. Sept. 1, 1997 . 

Amended by : 

Acts 2013 , 83rd Leg., R . S ., Ch . 434 (S .B. ) , Sec . 2 , eff. June 14 , 2013 . 

Sec . 2257 . 047 . BOOKS AND RECORDS OF PERMITTED INSTITUTION. (a ) A permitted ins ti tut ion 

may apply book entry procedures when an investment security he ld by a custodian is deposited 

under Section 

(b ) A permitted institution ' s records must at all times sta te the name of the custodian 

that deposits an investment security in the permitted institut i on . 

Added b y Acts 1993, 73rd Leg . , ch . 268 , Sec . 1 , eff . Sept. 1 , 199 3 . 

Sec . 2257 . 048. ATTACHMENT AND PERFECTION OF SECURITY INTEREST . (a ) A security interest 

that arises out of a depository ' s pledge of a security to secure a deposit of public funds by 

a public entity or an institution of higher education , as defined by Section · , Education 

Code , i s created , attaches , and is perfected for all purposes under state law from the time 

that the custodian identifies the pledge o f the security on the custodian ' s boo ks and records 

and issues the trust receipt . 

(b ) A security interest in a pledged security remains perfect ed in the ha nds of a 

subsequent custodian or permitted institution. 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec. 1 , eff . Sept. 1 , 1993. 

SUBCHAPTER D. AUDITS AND EXAMINATIONS; PENALTIES 

Sec. 2257.061. AUDITS AND EXAMINATIONS . As part o f an audit or regu l atory examination 

of a public entity's depository o r custodian , the a udit o r or examiner sha l l : 

(1 ) examine and verify pledged investment securities and records maintained under 

Section 

( 2 ) 

comptroller . 

= or and 

report an y significant or materia l n oncomp l ianc e with this chapter t o the 
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Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec. 1 , eff . Sept . 1, 1993 . Amended by Acts 1997 , 

75th Leg., ch . 891 , Sec . 3.19 , eff. Sept . 1 , 1997 . 

Sec . 2257 . 062 . PENALTIES. (a ) The comptroller may re vo ke a depository ' s designation as 

a state depository for one year if, after notice and a hearing , the comptroller makes a 

written finding that the depository , while ac ting as eith er a depository or a custodian : 

(1) did not maintain reasonable compliance with this chapter; and 

( 2 ) failed to remedy a violation of this chapter within a reasonable time after 

receiving written notice of the violation . 

(b ) The comptroller may permanently revo ke a depository ' s designation as a state 

depository if the comptroller makes a written finding that the depository : 

(1) has no t maintained reasonable compliance with th is chapter ; and 

(2 ) has acted in bad faith by not remedying a v i olat i on of this chapter . 

Added by Acts 1993 , 73rd Leg. , ch. 268 , Sec. 1, eff. Sept. 1 , 1993. Amended by Acts 1997, 

75th Leg., ch . 891, Sec . 3 . 19 , eff . Sept. 1, 1997 . 

Sec . 2257 . 063 . MITIGATING CIRCUMSTANCES . (a) The comptroller shall consider the total 

circumstances relating to the performance of a depository or custodian when the comptroller 

makes a finding required by Section , including the extent to which the noncompliance 

is minor, isolated , temporary , or non recurren t . 

(b ) The comptrolle r may not find that a depository or custodian did not maintain 

reasonable compliance with this chapter if the noncompliance results from the public entity's 

failure to comply with Section 

(c) This section does not relieve a depository or custodian of the obligation to secure 

a deposit of public funds with eligible security in the amount and manner required by this 

chapter within a reasonable time after the public entity depos i ts the deposit of public funds 

with the depository . 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec . 1 , eff . Sept. 1, 1 993 . Amended by Acts 1997 , 

75th Le g . , ch . 891, Sec . 3 . 19 , eff. Sept. 1 , 1997. 

Sec. 2257 . 064. REINSTATEMENT . The comptroller may reinstate a depository's designation 

as a state deposit ory if : 

(1) the comptroller determines that th e depositor y has remedied all violations of 

this chapter; and 

(2) the depository assures the comptroller to the comptroller ' s satisfaction that 

the depository will maintain reasonable compliance with this chapter. 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec . 1, ef f . Sept . 1, 1993 . Amended by Acts 19 97 , 

75th Leg ., ch . 891 , Sec. 3 . 19 , eff. Sept. 1, 19 97. 

SUBCHAPTER E. EXEMPT INSTITUTIONS 

Sec . 2257 . 081 . DEfINITION . In this subchapter , " exemp t insti tution " means : 

(1 ) a public retirement system, as defined by Section or 

(2) the permanent school fund, as described by Se ction , Educat ion Code. 

Added by Acts 1993 , 73rd Leg ., ch . 268 , Sec. 1 , eff. Sept . 1 , 1 993 . Amended by Acts 199 7 , 

75th Leg. , ch . 165 , Sec. 6 .31, eff. Sept. 1 , 1997. 
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Sec . 2 257 . 082 . FUNDS OF EXEMPT INSTIT UTION . An exempt institu t i on is not required t o 

have its funds f u l ly insured o r collatera l ized a t al l times if : 

( 1 ) the funds ar e held by : 

(A) a custodian o f the institut i o n ' s assets under a trust agreeme nt ; or 

(B) a person in connect i on with a transact i on related to an investment ; and 

(2 ) the governing bod y o f the i nstitution , in exe r c ising i ts fi duciary 

responsib il ity , dete r mi nes that the institution is a dequately p r otected by using a tru st 

a g reemen t , spec i al depo s it , surety bond , substantial deposit insurance , or other method an 

exempt institut i on commonly uses t o protec t it s elf from l iability . 

Added b y Acts 1993 , 73rd Leg ., ch . 26 8 , Sec . 1 , eff . Sept . 1 , 1993 . 

Sec . 2257 . 083 . INVESTMENT; SELECTION OF DEPOS I TORY . Thi s chapter d oes not : 

(1 ) p rohib i t an exempt institution from prudently investing i n a c e rtifi c ate o f 

de posi t ; or 

(2 ) restrict the se lection of a depository by the governing body o f an exempt 

i n s t i tut i on i n accorda nce with its fiduc ia ry duty . 

Added by Acts 1993 , 73rd Le g . , ch . 268 , Sec . 1 , eff. Sept . 1 , 1 993 . 

SUBCHAPTER F . POOLED COLLATE RAL TO SECURE 

DE POSIT S OF CERTAI N PUBL I C FUNDS 

Sec . 2 257 . 1 01 . DEFINITION . In this subchapt e r , "participating institut i on " means a 

f i nanc i a l i nsti tu t io n that ho l ds one or more deposits of public f unds and that part i cipat e s i n 

the pool e d coll a tera l program under this subchapter . 

Added by Acts 2009 , 81s t Le g ., R . S . , Ch . 486 (S . B . · ) , Se c . 1 , eff . September 1 , 2 009 . 

Se c . 2257 . 1 02. POOLED COLLATE RAL PROGRAM . (a) As an alternative to collatera lizat i on 

under Sub chapte r B, the comptroller by ru le shall establi s h a program f or c entra l ized pooled 

co ll ater a l i za ti o n of depos i ts of public funds and for monitoring colla teral ma i nta i ned by 

partic i pa t i ng institutions . The ru l es mu st p r ovide that deposits of public funds o f a c ount y 

a re not e ligible for co l lateralization under the prog ram . The comptroller s hall p r ov i de f or a 

s eparat e coll at e r a l poo l for any singl e participa t i ng institut i on ' s deposit s of pub li c f unds . 

(b ) Unde r t h e pooled collateral program, the co l lat e ral of a participating inst i tut i on 

p ledg ed for a pub l ic d e pos it may not be combined with , cross-coll a tera l ized with , aggrega t ed 

with , or pl edged to another participating i nst i tut i on's colla t eral pools for pledging 

purposes . 

(c ) A participating i nstitu t i o n may pledge its pooled secu r ities t o more than one 

participating deposi t or under contract with that participa ti ng instituti o n . 

(d ) The pooled co l lateral program must provide for : 

(1 ) participation i n t he program b y a participat i ng i nstitu t i o n and ea ch a ffecte d 

publ i c e nt i ty t o be volun t a ry ; 

(2 ) uniform procedures fo r processi ng a l l c o lla t eral transacti on s that are s ub j e ct 

to an appro ved secur i ty agreement described by Sec t i o n . ; and 

(3 ) the pledg i ng of a par t icipating institution ' s collateral securities using a 

single c u stodial acco un t instead of an acco unt f o r ea c h depo sitor of p ublic fu nds . 

Added b y Ac t s 20 0 9 , 8 1st Leg . , R . S. , Ch . 486 (S . B . ) , Se c . 1, eff. Septembe r 1 , 2 009 . 
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Sec . 2257 . 103 . PARTICIPATION IN POOLED COLLATERAL PROG~.ll.~l. A financial institution may 

participate in the pooled collateral program only if : 

(1) t he institution has entered into a binding collateral security agreement with a 

public agency for a deposit of public funds and the agreeme nt permits the institution ' s 

participation in the program ; 

(2) the comptrol l er has approved the institution ' s participation in the program ; and 

(3) the comptroller has approved or provided the col l ateral security agreement form 

u s ed . 

Added by Acts 2009 , 81st Le g ., R.S ., Ch . 486 (S . B . i ) , Sec. 1 , eff. September 1 , 2009. 

Sec . 2257.104 . COLLAT ERAL REQUIRED ; CUS TODIAN TRUSTEE . (a) Each participating 

instit u t i on sha ll secure its deposits of publ i c funds with eligible securities the total value 

o f which equals at least 102 percent of the amount of the deposits of public funds covered by 

a security agreement described by Section and deposit e d with the par t icipating 

institution , reduced to the extent that the United States or an instrumentality of the United 

States insures the deposits. For purpo s es of determini ng whethe r collateral i s su f ficient to 

s e cu re a deposi t of publ i c funds , Section - (b) does not apply to a deposit of public 

funds h eld by the participat i ng i nst i tution and co l lateralized under this subchapter. 

(b) A pa rt icipa ting ins titution shall provide for the co l l a teral securi ties to be he l d 

by a custodian trust e e , on behalf of the participating institution , i n trust for the benefit 

o f the pooled collateral program . A cu s todian trustee mu s t qu a lify as a custodian unde r 

Section 

(c) The comptroller by rule shall regulate a custodian tru s tee under the pooled 

collateral program i n the ma nner p r ovided by Subchapter C to the extent practicable . The 

rules mus t ensure that a custodian trustee depository does not own , is not owned by , and is 

independe nt of the f i nancial institution or inst i tut i ons for wh ich it ho l ds the securities in 

trust , except that the rules must allow the following to be a cu s todian trust e e : 

(1) a federal re se rve bank ; 

(2) a banke r ' s bank , as defined by Section 

( 3) a federal home loan bank . 

Fi nance Code ; and 

Ad de d by Acts 2009 , 81st Le g . , R . S . , Ch . 486 (S . B . . : ), Sec . 1 , eff . September 1, 2009 . 

Se c . 2257 . 105. MONI TORING COLLATERAL . (a) Each part i cipating i nstitut i on shall file 

the follow i ng reports with the comptroller el e ctronical l y and as prescr i bed by rules of the 

comptrol l er : 

(1 ) a daily report of the aggregate ledger balance of deposits of public agencies 

participating in the pooled collateral program that are held by the institution , with each 

public entity ' s funds held itemized; 

( 2) a weekly summary report of the total market value of securities held by a 

custodian trustee on behalf of the participating institution ; 

(3 ) a monthly report listing the collateral securities held by a custodian trustee 

on behalf of the participating i nstitution , together with the value of the securities ; and 

(4 ) as applicable , a participating institution ' s annual report tha t includes the 

participating institution ' s financial statements . 

(b) The comptroller shall provide the participating institution an acknowledgment of 

e a ch report received. 

(c) The comptroller shall provide a daily report of the market value of the securities 

held in each pool . 

(d ) The comptroller shall post each report on the comptroller ' s Internet website . 
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Added by Acts 2009 , 81st Leg ., R . S. , Ch. 486 (S . B. ) , Sec . 1 , eff . September 1 , 2009 . 

Sec . 2257.106. ANNUAL ASSESSMENT. (a) Once each state fiscal year , the comptroller 

shall impose against each participating institution an assessment in an amount sufficient to 

pay the costs of administering this subchapter . The amount of an assessment must be based on 

factors that include the number of public entity accounts a participating institution 

maint a ins , the number of transactions a participating institution conducts, and the aggregate 

average weekly deposit amounts during that state fiscal year of each participating 

institution ' s deposits of public funds collateralized under this subchapter . The comptroller 

by rule shall establish the formula for determining the amount of the assessments imposed 

under this subsection . 

(b ) The comptroller shall provide to each participating institution a notice of the 

amount of the assessment against the institution. 

( c) A participating institution shall remit to the comptroller the amount assessed 

against it under this section not later than the 45th day after the date the institution 

receives the notice under Subsection (b) . 

(d ) Money remitted to the comptroller under this section may be appropriated only for 

the purposes of administering this subchapter . 

Added by Acts 2009 , 81st Leg ., R . S ., Ch . 486 (S . B . ) , Sec . 1 , eff. September 1 , 2009 . 

Sec. 2257 .107 . PENALTY FOR REPORTING VIOLATION . The comptroller may impose an 

administrative penalty against a participating institution that does not timely file a report 

required by Section 

Added by Acts 2009 , 81st Leg ., R . S ., Ch . 486 (S.B. ) , Sec . 1 , eff. September 1 , 2009 . 

Sec . 2257 . 108. NOTICE OF COLLATERAL VIOLATION ; ADMINISTRATIVE PENALTY . (a) The 

comptroller may issue a notice to a partic i pating institution that the inst i tution appears to 

be in violat i on of collateral requirements under Section and rules of the 

comp t roller . 

(b ) The comptroller may impose an administrative penalty against a participating 

institution that does not maintain collateral in an amount and in the manner required by 

Section and rules of the comptroller if the participating ins t itution has not 

remed i ed t h e vio l ation before the third business day after the date a notice is issued under 

Subsection (a) . 

Added by Acts 2009 , 81st Leg ., R . S ., Ch. 486 (S . B . ) , Sec . 1 , eff. September l, 2009 . 

Sec. 2257 . 109 . PENALTY FOR FAILURE TO PAY ASSESSMENT . The comptroller may impose an 

administrative penalty against a participating institution that does not pay an assessment 

against it in the time provided by Section (c) . 

Added by Acts 2009 , 81st Leg . , R . S ., Ch. 486 (S.B. · ) , Sec . 1, eff. September 1 , 2009 . 

Sec . 225 7 . 11 0 . PENALTY AMOUNT ; PENALTIES NOT EXCLUSI VE . (a ) The comptroller by ru l e 

shall adopt a formula for determining the amount of a penalty under this subchapter. For each 

violation and for each day of a continuing violation , a penalty must be at least $100 per day 

and not more than $1 , 000 per day . The penalty must be based on fac t ors tha t inc l ude : 

(1 ) the aggrega t e a verage weekly deposit amo unts during the state fiscal year of the 

institution ' s deposits of public funds ; 

(2 ) the number o f v i o lati on s b y t he i n stitution d uring the state fiscal year ; 
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(3) the number of days of a cont i nuing v io l ation; and 

( 4) the average asset base of the institution as reported on the institution's year­

end report of condition . 

(b ) The penalties provided by Sections 2257 . 107 - 2257 . 109 are in addition to those 

provided by Subchapter Dor other law . 

Added by Acts 2009 , 81st Leg . , R. S . , Ch. 486 (S . B . ) , Sec. 1, eff . September 1 , 2009 . 

Sec. 2257 . 111 . PENALTY PROCEEDING CONTESTED CASE . A proceeding to impose a penalty 

under Section , or is a contested case under Chapter 

Added by Acts 2009, 81st Leg . , R.S ., Ch . 486 (S . B . · ) , Sec. 1 , eff. September 1 , 2009 . 

Sec . 2257 . 112 . SUIT TO COLLECT PENALTY . The attorney general may sue to collect a 

penalty imposed under Section , or 

Added by Acts 2009, 81st Leg ., R . S. , Ch. 486 (S.B. . ) , Sec. 1, eff. September 1 , 200 9 . 

Sec . 2257. 113 . ENFORCEMENT STAYED PENDING REVIEW . Enforcement of a penalty imposed 

under Section , or may be stayed during the time the order is under 

judicial review if the participating institution pays the penalty to the clerk of the court or 

files a supersedeas bond with the court in the amount of the penalty . A participating 

institution that cannot afford to pay the penalty or file the bond may stay the enforcement by 

filing an affidavit in the manner required by the Texas Rules of Civil Procedure for a part y 

who cannot afford to file security for costs, subject to the right of the comptroller t o 

contest the affidavit as provided by those rules . 

Added by Acts 2009 , 81st Leg ., R. S ., Ch. 486 (S . B . ) , Sec. 1, eff. September 1, 2009 . 

Sec . 2257 . 1 1 4 . USE OF COLLECTED PENALTIES. Money coll e cted as penalt i es under this 

subchapter may be appropriated only for the purposes of administering this subchapter. 

Added by Acts 2009 , 81st Leg . , R.S. , Ch. 486 (S.B. ) , Sec. 1 , eff. September 1 , 200 9. 

Addendum B 
Webb County Banking Services 

Primary Depository Contract




