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RESOLUTION NO. 1 5 - 9 2  
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
MESQUITE. TEXAS, ADOPTING AN INVESTMENT POLICY: AND 
DECLARING AN EFFECTIVE DATE THEREOF. 

...... . . ~ .  ,. ..,; . .  ,:>2:,'f,. WHEREAS. the Cir). Council recognizes that elfectivc cash management is essenlial 
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t o  good fiscal management; and 
! ' 

WHEREAS, the City Council realizes the need to adopt an iitvestrnent policy for 
the City of Mesquite; 

~7 ......... ;.:' ': ... :.. .; NCIW, THEREFORE. BE IT RESOLVED BY THE CITY COUNCIL O F  THE :.: . . . . .  .... .  c l n  OF MESQUITE. TEXAS: 

SECTION I. That the Investment Policy, atmched llereto as Exhibit "A", is hereby 
adopted as the olficial investment policy of the City of Mesquite. 

m. That this resolution and the aforementioned investment policy shall 
take elfect irnmediatcly from and niter its passage a. the law in such cases provides. 

DULY RESOLVED by the City Council of tlte City oi Mesquite. Texas, on the 6th 
* ..*.+<,. ... <. .::.-,:.* . #  ..̂  . ! . .  . ; ..q .;,; ;.:. ' . ' &~,c;h,;g.;;::+.;~~ .*,, 
tq.,-*,.*:???: :,..3.: , :  .... ,.. . ....... . . . . . . . . . .  
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I day of April. 1992. 

Cnthye Ray D 
Mayor 

AlTEST: APPROVED: 

B.J. 
City Secretary 

. . : '  I. . , . . . . . . .  



CIN OF MESQUITE 

INVESTMENT POLICY 



PREFACE 

It is t h e  p o l i c y  of the  C i t y  of Mesquite (C i ty )  t h a t  a f t e r  
a l lowina  f o r  t h e  ant ic ipated  c a s h  f l o v  requirements  of t h e  Ci ty  and 
g i v i n g  due c o n s i d e r a t i o i  t o  t h e  safety and r i s k  of investments,  a l l  
a v a i l a b l e  funds  s h a l l  be lnves ted  i n  conformance wi th  t h e s e  l e g a l  
and a d m i n i s t r a t i v e  auidel ines  and t o  the mauiaum e x t e n t  poss ib le ,  -. . - - - - 
at t h e  h i g h e s t  sate;  obta inable  a t  t h e  t ime of i n v e s t m e n t  

E f f e c t i v e  cash management is r ecogn i reJ  a s  e s s e n t i a l  Lo good f i s c a l  
management. Rn ac t ive  cash management and investment pol icy  w i l l  
b e  ~ u r s u e d  t o  t a k e  advantaqe o r  investment i n t e r e s t  as a v i a b l e  and 
m a t i r i a l  s o u r c e  of revenue t o  C i t y  funds. The C i t y ' s  p o r t f o l i o  
s h a l l  be des igned  and managed i n  a manner r e spons ive  t o  t h e  publ ic  
trust and c o n s i s t e n t  with s t a t e  and loca l  law. 

..-. >:,- ,. .< .. ,. . : , . . ,  . I ...,... *,,.~ .,,! 2. ?..iv.:'r. , :, . , ' 1 Inves tments  shall be made wi th  t h e  primary o b j e c t i v e s  o f :  
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r Safety and p rese rva t ion  o f  p r i n c i p a l  
r Maintenance of ouf f i c i e n t  l i q u i d i t y  t o  meet operating 

needs  
r Maximization of r e t u r n  on the p o r t f o l i o  

Earnings  from investments w i l l  be a l l o c a t e d  on a p ro - ra t a  cash 
b a s i s  by fund and used i n  a manner t h a t  w i l l  b e s t  s e rve  the  
i n t e r e s t s  o f  t h e  City of Mesquite.  
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I. POUCY 

s t  is t h e  pol icy  of the  C i t y  of Mesquite t o  i n v e s t  p u b l i c  
funds  i n  a manner which w i l l  p rovide  t h e  h i g h e s t  investment r e t u r n  
wi th  t h e  maximum secur i ty  whi le  meet ing t'10 d a i l y  c a s h  flow demands 
of t h e  Ci ty .  

The City is required  under t h e  P u b l i c  Funds Investment A c t  
of 1987. Section 5,  (see Appendix A "Publ ic  Funds Inves tment  Act") 
t o  adopt a formal w r i t t e n  Inves tment  Pol icy  f o r  t h e  investment of 
p u b l i c  funds. The p o l i c i e s  and procedures  set f o r t h  i n  t h i s  po l i cy  
s a t i s f y  t h e  requirement under S t a t e  law. 

11. PURPOSE 

The purpose of t h i s  inves tment  p o l i c y  is t o  e s t a b l i s h  t h e  
scope,  object ives ,  and r e s p o n s i b i l i t y  f o r  t h e  C i t y  investment 
program and t o  provide p o l i c y  g u i d e l i n e s  f o r  au thor i zed  
investments, qual i fy ing i n s t i t u t i o n s ,  s a fekeep ing ,  c o l l a t e r a l ,  
r e p o r t i n g ,  and inves t ing procedures.  

Ill. SCOPE 

This  investment Dolicv s h a l l  aovern t h e  investment 0 P  a l l  
f i n a n c i a l  a s s e t s  con i i ae reh  t o  b e  - p a r t  of t h e  C i t y  e n t i t y  a s  
def ined in t h e  Comp~ehensive Annual P i a a n a i a l  Report  and include 
t h e  General Fund. Snecia l  Revenue Funds. Debt S e r v i c e  Funds. .................. ....... ~. 
cawi ta l  Proieot Funds, ~ n t e r n r i s e ~ f u n d s .  I n t e r n a l  & i c e  ~ d s ;  
an: T r u s t  and Aqency Funds wi ih  t h e  excep t ion  o f  funds  governed by 
Council approve> trust ag ree len t% and a s s e t s  admrnis tered  f o r  t h e  
b e n e f i t  of the  c i t y  by o u t s i d e  a g r n c i e s  under d e f e r r e d  compensation 
nroarams. Addrtionallv.  bond funds  l i n c l u d l n a  d e b t  s e r v i c e  and 
;ese&e funds) i r e  govirned by t h e  bond ordindnce and s u b j e c t  t o  
t h e  provisions of  t h e  I n t e r n a l  Revenue Cocie o f  1986 and a p p l i c a b l e  
f e d e r a l  regula t ions  governing t h e  inves tment  o f  bond proceeds. 

IV. INVESTMENT OBJECTIVES 

The three  ob jec t ives  o f  t h e  C i t y ' s  investment a c t i v i t i e s  s h a l l  
be!, i n  o rde r  of p r i o r i t y :  s a f e t y ,  l i q u i d i t y ,  and y i e l d .  

L. SAFETY OF PRINCIPAL 

s a f e t y  of p r inc ipa l  i n v e s t e d  is t h e  primary o b j e c t i v e  i n  
investment decis ions  of  t h e  C i t y  of Mesquite. Each investment 
t r a n s a c t i o n  s h a l l  seek t o  e n s u r e  t h e  n r e s e r v a t i o n  o f  c a w i t a l  i n  t h e  
o v e r a l l  ao r t fo l io .  The r i s k  of lbss s h a l l  be c o ~ t r o l l e d  by 
inves t ing 'only  i n  author ized s e c u r i t i e s  as dof ined  by t h i s  Pol icy ,  
by qual i fy ing t h e  financial i n s t i t u t i o n s  wieh whom t h e  C i t y  w i l l  
t r a n s a c t ,  and by p o r t f o l i o  d i v o r s i f i c a c i o n .  



8. WAINTENMICE OP ADEQUATE L I Q U I D I T Y  

The investment p o r t f o l i o  should be managed t o  maintain 
l i q u i d i t y  t o  ensure t h a t  funds w i l l  be a v a i l a b l e  t o  meet t h e  C i t y ' s  
c a s h  flow requirements and by inves t ing  i n  s e c u r i t i e s  with ac t ive  
secondary  markets. A s e c u r i t y  may b e  l i q u i d a t e d  t o  meet 
unan t i c ipa ted  cash requirements,  o r  t o  o t h e r v i s e  favorably ad jus t  
t h e  C i t y ' s  p o r t f o l i o .  

C. RETURN ON INVE8THENTS 

The Ci ty ' s  investment p o r t f o l i o  s h a l l  be des igned to  optimize 
a market  average r a t e  o f  r e t u r n  o n  inves tments  c o n s i s t e n t  with r i s k  
c o n s t r a i n t s  and cash flow requirem?nts o f  t h e  p o r t f o l i o .  

V. INVESTMENT RESPONSIBILITY 

A. DELEGATION OP AUTEORITY 

A r t i c l e  I V ,  Sect ion 26 of t h e  Mesquite C i ty  Code designates 
t h a t  t h e  c i t y  f inance  d l r e c t o r  s h a l l  s e r v e  a s  a l t y  t r easu re r  and 
perform any d u t i e s  o f  c i t y  t r e a s u r e r  as r e q u i r e d  by t h e  general  
laws of t h e  S t a t e  of  Texas. The D i r e c t o r  of Finance s h a l l  be 
r e s p o n s i a l e  f o r  managing t h e  investment program i n  compliance with 
t h i s  po l i cy ,  f o r  consider ing t h e  q u a l i t y  and c a p a b i l i t y  Of S ta f f  
involved i n  investment management and procedures,  and f o r  
e s t a b l i s h i n g  a system of i n t e r n a l  c o n t r o l s  des igned t o  prevent and 
c o n t r o l  lo s ses  of p u b l i c  funds. 

8 .  IHDEl4N~PICATION 

The investment o f f i c i a l s ,  a c t i n g  i n  accordance  with wr i t t en  
p o l i c i e s  and procedures and exercising due d i l l g e n c e ,  s h a l l  not be  
h e l d  personal ly  r e spons ib le  f o r  a  s p a c i f i c  s e c u r i t y ' s  c r e d i t  r i s k  
o r  market p r i c e  changes,  provided t h a t  t h e s e  devia t ions  a r e  
r e p o r t e d  i n  a  t imely  manner and t h a t  a p p r a p r i a t e  a c t i o n  is taken 
t o  c o n t r o l  adverse  developments. A l l  emplo:,ees involved i n  
investment t r a n s a c t i o n s  w i l l  be bonded. 

C. PRUDENCE 

The s tandard  of prudence t o  b e  a p p l i e d  by t h e  investment 
o f f i c i a l s  s h a l l  be  t h e  "Prudent Person Rule", which s t a t e s ,  
"Investments s h a l l  be made wi th  judgment and care ,  under 
c i rcumstances  then p r e v a i l i n g ,  which persons  of prudence, 
d i s c r e t i o n  and i n t e l l i g e n c e  e x e r c i s e  in  t h e  management of  t h e i r  own 
a f f a i r s ,  no t  f o r  specu la t ion ,  b u t  f o r  investment,  considering t h e  
p robab le  s a F t y  of t h e i r  c a p i t a l  a s  w e l l  a s  t h e  probable income t o  
b e  de r ived .  The Prudent Person Rule  s h a l l  be applied i n  t h e  
c o n t e x t  of managing t h e  o v e r a l l  investment p o r t f o l i o .  
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The c e r t i f i c a t e s  o f  d e p o s i t  are to  b e  backed by 
accep tab le  c o l l a t e r a l  s e c u r i t i e s  a s  d i c t a t e d  by 
S t a t e  and l o c a l  law.  

5 .  The City may p a r t i c i p a t e  i n  t h e  Texas Local 
Government Investment Pool (TexPool) which is a 
p u b l i c  funds investment pool c rea ted  under  t h e  
I n t e r l o c a l  Cooperation Act, (Tex. Rev. Civ. S t a t .  
Ann, A r t .  4413 w.) and managed by t h e  S t a t e  
Treasury Department. 

8. DTVeRSIPIC~TIOU 

D i v e r s i f i c a t i o n  of investment instruments s h a l l  b e  u t i l i z e d  
t o  avoid  i n c u r r i n g  unreasonable  r i s k s  r e s u l t i n g  from over  
concen t ra t ion  of investments i n  a s p e c i f i c  ma tu r i ty ,  a s p e c i f i c  
i ssue ,  o r  a s p e c i f i c  c l a s s  o f  s e c u r i t i e s .  With t h e  except ion of  
U.S. Treasu ry  s e c u r i t i e s  and au thor i zed  poo l s ,  no more than  501 o f  
t h e  c i t y ' s  t o t a l  investment p o r t f o l i o  w i l l  be  inves ted  i n  a s i n g l e  
s e c u r i t y  type o r  wi th  a s i n g l e  f i n a n c i a l  i n s t i t u t i o n .  

C. HAXIHDM UATORITIES 

The c i t y  a t t empts  t o  match its investments w i t h  a n t i c i p a t e d  
cash flow requirements .  Unless  matched t o  a s p e c i f i c  cash flow, 
t h e  c i t y  w i l l  n o t  d i r e c t l y  i n v e s t  i n  s e c u r i t i e s  matur ing more than  
t h r e e  (3) y e a r s  from the  d a t e  of purchase;  hawever, t h e  above 
descr ibed o b l i g a t i o n s ,  c e r t i f i c a t e s  or agreements may b e  
c o l l a t e r a l i z e d  us ing longer d a t e d  investments. 

Reserve funds  may be i n v e s t e d  i n  s e c u r i t i e s  n o t  t o  exceed f i v e  
years  i f  t h e  ma tu r i ty  of such investments a r e  made to co inc ide  as 
near ly  a s  p o s s i b l e  wi th  t h e  expected use of t h e  funds .  

D. XUTHORISED FIUANCIAI. DEALERS AND IUBTITUTIONS 

F i n a n c i a l  i n s t i t u t i o n s  (Federa l ly  insured banks) with and 
through whom t h e  C i ty  i n v e s t s  s h a l l  be s t a t e  o r  n a t i o n a l  banks 
domiciled i n  t h i s  s t a t e .  No p u b l i c  d e p o s i t  s h a l l  be  made excep t  
i n  a q u a l i f i e d  p u b l i s  deposi torY as e s t a b l i s h e d  by s t a t e  l a w s  
e r o k e r / d e a l e r s  author ized t o  provide  investment s e r v l c e s  t o  t h e  
Ci ty  may i n c l u d e  only those des ignated a s  r e p o r t i n g  d e a l e r s  by t h e  
Federal  Reserve  Bank of New York, a l s o  known a s  "primary Government 
s e c u r i t i e s  nea le r s " .  Primary dea le r s  include s e c u r f t i e s  and 
Exchange conmission (SEC) r e g i s t e r e d  s e c u r i t i e s  b roke r -dea le r s  and 
banks ( s e e  Appendix B "Primary Dea1ers"b 
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&. COMPETITIVE BID3 

Compet i t ive  quo ta t ions  must be taken frcm a t  l e a s t  t h r e e  
qua l i fy ing  i n s t i t u t i o n s  far any investment t r a n s a c t i o n .  Inves tment  
t r a n s a c t i o n s  mav be  done o r a l l y ,  but  followed b y  e l e c t r o n i c  ~b; 
w r i t t e n  c o n f i r m i t l a n .  Funds w i l l  be a u t h o r i z e d - t o  b e  r e l e a s e d  
a f t e r  n o t i f i c a t i o n  t h a t  t h e  purchased s e c u r i t y  h a s  been rece ived .  
Writ ten c o n f i n n a t i o n  s h a l l  be received f r o m  t h o  f i n a n c i a l  
i n s t i t u t i o n  or broker /dealer .  A l l  investments purchased w i l l  Be 
held i n  sa fekeep ing  a t  a  t h i r d  pa r ty  cus tod ia l  i n s t i t u t i o n  wi th  a  
safekeeping r e c e i p t  being s e n t  t o  the  City. 

B. DELXVERY VS. PAYMENT 

I t  is t h e  p o l i c y  of t h e  City t h a t  a l l  s e c u r i t y  
t r a n s a c t i o n s  e n t e r e d  i n t o  by t h e  City of Mesquite s h a l l  be 
conducted on a "DELIVERY VS. PAYHENT" b a s i s  (DVP) t h rough  t h e  
Fedaral  Reserve System. By doing t h i s ,  City funds  a r e  no t  r e l e a s e d  
u n t i l  t h e  C i t y  h a s  received,  through t h e  Federal  Reserve  w i r e ,  t h e  
s e c u r i t i e s  purchased.  

G .  SAFEKEEPING OF SECURITIES 

1. BXPEXEEPXNG AGREEMENT 

The C i t y  s h a l l  c o n t r a c t  with a  bank o r  banks f o r  t h e  
sa fekeep ing  of s e c u r i t i e s  e i t h e r  owned by t h e  C i t y  as p a r t  of its 
investmanr p o r t f o l i o  o r  ne ld  a s  c o l l a t e r a l  t o  s e c u r e  t i m e  d e p o s i t s .  

A l l  s e c u r i t i e s  owned by t h e  Ci ty  s h a l l  b e  h e l d  by its 
sa fekeep ing  a g e n t ,  excep t  t h e  c o l l a t e r a l  Lor c e r t i f i c a t e s  of 
d e p o s i t  i n  banks.  The c o l l a t e r a l  t o r  c e r t i f i c a t e s  of d e p o s i t  i n  
banks w i l l  b e  r e g i s t e r e d  i n  t h e  C i t v ' s  name i n  (.he hankla * - s t = +  .................... 
depurtment o r ,  a l t e r n a t i v e l y ,  i n  a &era1 Reserve Bank accoun t  i n  
t h e  C i t y ' s  name. o r  a  th i rd -pa r ty  bank, a t  t h e  c i t y ' s  d i s c r e t i o n .  
O r i g i n a l  s a f e k e e p i n g  r e c e i p t s  sbl l  be obtained.  



V11. INTERNAL CONTROL 

The Di rec to r  of Finance s h a l l  be  r e spons ib le  f o r  t h e  
e s t ab l i shment  of a system of i n t e r n a l  c o n t r o l s  t o  be reviewed 
annua l ly  by a n  independent e x t e r n a l  a u d i t o r .  Tnis  review w i l l  
provide  assurance  of compliance w i t h  p o l i c i e s  and procedures. 

VIII. PERFORMANCE 

A. PERFORMANCE STANDARDS 

The C i t y ' s  investment p o r t f o l i o  snall b e  designed t o  o b t a i n  
a market average r a t e  of r e t u r n  o n  investments c o n s i s t e n t  w i t h  r i s k  
c o n s t r a i n t s  and cash  flow requirements  of t h e  C i ty .  

It is t h e  p o l i c y  o t  t h e  C i t y  t o  manage a c t i v e l y  t h e  inves tment  
p o r t f o l i o  t o  enhance o v e r a l l  i n t e r e s t  income. Through a c t i v e  fund 
management, r a t h e r  than  a "buy-and-hold" s t r a t e g y ,  p o r t f o l i o  y i e l d  



may b e  enhanced with no r e s u l t i n g  i n c r e a s e  i n  r i s k .  Active 
management w i l l  take place  only if prudent wi th in  con tex t  of t h e  
"Prudent Person Rule." (See s e c t i o n  V. C) Given t h i s  s t r a t e g y ,  t h e  
b a s i s  used by the  Director  of Finance t o  determine whether market 
y i e l d s  a re  being achieved s h a l l  b e  t o  c a l c u l a t e  t h e  average days 
held  and t h e  average y i e l d  by s e c u r i t y  type  and compare t o  market 
y i e ld  fo r  investments of s i m i l a r  t y p e  maturing wi th in  t h e  average 
number of days held i n  t h e  p o r t f o l i o .  

IX. REPORTING 
A n  investment r e p o r t  s u m a r i z i n q  cash p o s i t i o n  by fund group 

and inves ted  funds w i l l  b e  provided i n  t h e  Monthly F inanc ia l  Report 
t o  the Ci ty  Council. This  r epor t  w i l l  con ta in  s u m a r y  information 
concerning secur i ty  by types,  m a t u r i t i e s ,  p o r t f o l i o  y i e l d s ,  
i n t e r e s t  earnings,  and market y i e l d s .  

X. INVESTMENT POUCY ADOPTION 

The Ci ty  of Mesquite Investment Policy s h a l l  be adopted by 
r e s o l u t i o n  of City Council. The C i t y ' s  p o l i c i e s  and procedures f o r  
investments a re  subject  t o  r e v i s i o n s  a s  deemed necessary t o  s t a y  
c u r r e n t  w i t h  changing laws, r e g u l a t i o n s ,  and needs of t h e  Ci ty .  
Any changes o r  modifications t o  t h i s  Policy must be approved by t h e  
City Council. 



APPENDIX A 

PUBLIC FUNDS INVESTMENT ACT 
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B O M O U N T Y .  MuNIm.4L. m. 
n* a 

PJsodrtio~ chsi-tered un& the ksla of Teua or by F e d d  %+np and h .bsaje. 
tiom domiciled in T w ,  then aueh mortgages, boo&, mnaolidrted b u d s  h u e d  under 
the F m  Credit A n  of 1971, P.L 92-181, and M t h d  amended, debenturer. n o h .  
mlhtual m t  eerMieates or other aueh emden- oi indebtedness, "innurod rcmunta," 
ao h u e d  and so secured, or ao wuired or i o a d  ahall bc tegerded for inveatmeut 
purposes by insurntlte c o m w i a  u 'Tuls Sacuri-," within the m&g of the laws 
of Tsras governing such invabnenta. 

The pmviaione of Uli Ad shall be eumultive of all other pm6Eioo. of the Civil 
Statute of the Sate  of Te-, affecting the inveveshnent of tun& or money. by fiduciar 
ier, padiem, odmmiatromn, hvstees and reeeiven. building and loan aaaociatioru. 
savings depsrtmenb of banks, incorporated and daing,bwmeaa under the laws of Texas, 
commeminl b h ,  savings baDka and tmut cornpama, ehPNred and doing busiaesa 
under the in- ?f T-, inauranee mmpania of any b d  and chnrpber, chartered and 

busmesa under the laws of T w ,  and all corporale ereahuea, organized md 
doing buainesa under the hwr of T e m .  

I t  ia hereby declared ta be the legislative intent to ewt a separate pmvkion of thi Act 
independent of d l  other pmvisiom, and the fact that any phrase, sentence, or clause of 
thip Aa shall be declared unwnstihltional, shall in no event aft& the validity of any of 
the pmvisio~ henof. 
Amended by Ach 1973, 63rd Lg.. p. 1252 ch. 4 s .  8 2 &.June 14. 1913. 

I I? U S . U  A. IqOl R url. 
I 12 US.CA A. 1724 &rug. 
$i2us.c~1amimus. 

................. .. C.. _. .... <..,,.. . . . .  . .  .:. . . .  . . .  :' . 
~. , 
. . I .  _". ,. 

Cxa R d n r a a  
Sehml Depibq A& wwitie, p m d d  for 

by thk &la u Wmred mud*, la V.T. 
C.A. Eduaaoa Cad?, i 23.73(4XBl. 

m n t  In 
Ark B1W. Obll~.Uow wholly or p d y  inaud by United SL.ta or 1L.k. 

Crou R d e n n c a  
CLtiifhtec of tide for metar rehida, di3wG 

6 o  d Ln.ubnmt of fm. uc uL b687-1. 
4 ST@). 

Ark 842a-L. Public Fun& Iwatmenl Act 
sbtt nL!. 

Sic. 1. Tnk M may be cited M the Public Ehn& Invatment Act of 1987. 

Ted of n r h  (a) or aRMU1Cd b# A& 1989, 711; &,, 39, j j and Acb 
I#% 712 %., ch.628, 5 1 

Scc. 2 (s) An incorporated city or tow, a munty, s public &pol &bin a ebkt or 
authoritg created under Article nI.  W o n  62@X1) or (2), or Artrde XVI, w o n  59, of 
the T- bustitution, an iaatituljon oi higher educahn rn &find by &@ion 61.W3 of 
the Education W e .  a boapital dishief r h h  watpr auppty or my nonprofit c 

mrpontion LCLing on behalf of any of tbod entit*. m y ,  h nmdrdPaos with Lhis Ad, 
punbue, sell, and invent its fund6 md fund. under itr eonml h ths f o l l o ~ ~  

(1) oblipntio~ of the United States 6r itr qen& Pnd innbumanhlitia; 
(1) direct obligatiom of the Snte of T e u  or ita agenda, 
(3) other obligations, the principal of md intemt on which ue unmnditiorully 

teod or inewd br the Strk of Texnr or the United 9- or iu ylenciw and 
ulibw 
(4) ob1iatjo.o. of ihta, agencies, counti~,  &, md ow pLiti-1 I U ~ ~ @  of 

any atat. bvmg been ratd  u to lpvahnent. quality by r ~ h m d y  +,mqest. 
ment rating fh sad baring ~ e e r v s d  s &g of oat lou t h  A ar wmdent :  

A* a 



B O N D M L 3 T - f .  BfG31CIP.LL. E. Ax!! 842-2 
NU* 1: 

BLd. 
Set. 3. (a) Investmenu under Sec;on 213) of this Act mny be mrde only &. 

cornputive bids are aolikted from a t  least thRe banks M provided by this sec(ioa. The 
bidn may be solicited orally. 

(31 .40 incotprated i t y  or bm or r pubiic schwl dLe.P:ct must ar4mpt to aolicit bids 
iniblly from b a n b  l e a &  witbin its bounbPries. If there an not three banka rw i tb l e  
for h e  investmenu wi t ! !  the city'a, tovn'a. or p u b k  sehwl dLh.:et'a boudnriM, the 
city, town, or public lchool dishict m y  d i e t  bid. tmm banks l a t e d  nth the county 
or counties in which the Zt?, town, or public whml  district ia louted in d&oa to thw 
ban'=. if any, that are lootrd wi~hin the boundaries of the city, tow, or public &ool 
dLt&. If there rre not LhRe bsnka available for the invwtmenu within the bou~xlzzies 
of the ciry. awn, or public school &hi<: or of the -ty or muntiu m which i t  is , 
l w & ,  the city, town, or public echml dismet may aolieit bi,& *om any b a j r  witnin the 
sure in addition to those bpnlu, if any, thrt we I-!& wifhu, Ule boundares of the e:ty. 

' 
tam, pubiic school &&cf munty, or mon th .  

(el A county must attempt to aolieit bids inidally fmm b n b  1-e within its 
boundaries. t i  thew an not three banks available for the inpeameflW nth the m u n q ,  
the c ~ u n t y  ma:, solidt bids fmm .ng bank wthur the atate m addcon to those batllo, if 
any, that sre leu& within the bounduies of the county. 

(dl An institution of higher eduatiqn u &fined by , W o n  6 1 . W  Of the E d u o t o n  
Ccde or a nnr ipcon duu.ct mur t  110lic:t b i  kom at l e s t  thrse banks locs'sd w k b  the 
#Ute. 

(e) A nonprofit e c I p a e o n  d n g  on bhdf of an incarpmted ciw o r  town. a MunQ. a 
pubiic school d'it?c~ or an instituiion of higher educah;o. as defined by M o o  61.W3 of 
the Eduat ion  Cede ahall follow the p d u r e r  ideoCkd in S u b a d o n  !%I, k), or (d) of 
rYi secrion, m applicable to the enerj on k k l f  of which the ~onpmfit  0rpr3Con W 
aczng. 
(0 If a bank har nodfied o governmental enrr?, o r  nonprofit carpondon that it is 

unable or unwilling to bid for invesmenu under Secdon 2(b) of this ACL the goventmen 
a1 entity or nonprofit c a Ip r sbon  th.t receives the notifiutian mn). presume that L\e 
bank k unable or unwilling to bid for the inveshnenu until the bank nolilies the 
govenmenul entie, or nonpmfit t o r p n t k n  othervise in writing. 

Bundvd or cam 
See. 4. 1nvest;neno rhall be made mth judgment md w, under c i r c ~ m s ~ n c e s  then 

prevailing. that persons of prudence, &m!ion, and intelligence exercise in the manage 
ment of thsk own nffsin, not for sp rc~heon ,  but  for investment considering the 
probable safety of their capital M well as the probable income to be derived. 

Wlitvrn Polleia 

Ses. 5. (a) l n v n m e n o  rhall be made in .ccordsnce with written poliies appmvpd by 
the governing body. The investment paticies must address liquidiy, divenifiadcn. L. 

safety of principal, yield. manuily, and quality and upabiliQ of invesLnent mMngemer.r. , 
with pr ima9 emphssh on safety and liquidity. 

@I A governing body may provide in i u  +,tten plic!es that bidn for ce&fica@a of 
depdrit bc solicited onlly, in vridng. dceboniallp,  or in m y  tombuncon of those 

I I methods. 

Sonappllahn w l k ~ n r n e n t  Fund6 
Ilc. 6. This Act docs not apply to the investment of fun& under the C o n ~ l  of a 

public rehirement system, as defined by Scetion 12.001(2). Title 1106. FA%Sd Statues.' 
I h n u m k n d  u V T C L  Wnrnnnnt We.  f LmW?) 

Autbrity L AddlUond *. 7. me ruthonty granted by Lhu Act ia in addition to that ~ n *  by Other laa-. 
A- I?B:. loo, kc.. ch. ~ 9 .  $4 I to 7 .  df. A U ~ .  31. 1 9 s .  k. 2 ~ e n d c d  by A m  1P89. f l s t  Leg. 

623.6 I r f f .  hug. E. ~ses;  s. zai tmmdd bg AN 1989.11~~ bg-. eh. 39.1 1. df. April 26. 
1969; * r u ' ~ g s .  ii.~ kg. th. 693. 4 I .  <I:. A U ~ .  a. 1989: A* ~ s a s .  7i.r ire... a. 7s. 4 I .  err- .-- 







. . . . . . .  

BONDS--COL?FI'Y. WL'NIClP& U.. 

state; m d  
(7) certificate, of depcsit issued by savinp and loan slaoeistions domiciled m thh stace 

that w: 
(A) guaranteed or insured by the Federal Savinga and Loan lnamnce  Corpontion or 

its LIUeCes8Ol: or 

. . ,  
"?*?> *,vz:., "...'+:.:... . . . . . . .  . , ~. . ,  

. . . . .  . . ;  r . ,  "' 

. .  .? .. <...*.,......>.. .- . .  .............. . . . . . . . . . .  ,.. . . .  >.,..L .:a,. : . . . .  . . .  <.. ,:,i..- . . . . .  
L ,...., ::. .. . 

..... ,.: F&wLGz<,.t> : ,y,. .  . ...~;,... . 
. . . . . . . . . .  &?h&wM#>.,, +...-,v. 

. . , , . ,.:. ...... . -  . . . . . . .  

(8) secured by abllgationn Ulst an de9er:bed by SuMwaiona (1H4) of rh. s u b ~ m o n .  
wbch are intended lo lnclude all hrrct ftderal a g e n q  o r  mbumen ta l ry  lniued monplge 
baded aecurihes t b l  have s market value o l  not leaa Lhm the pnnnwl  amount Of the . . 
certificates. 

@I In addition lo investment in oblinationa, certificate% or  ameemenb described in 
Subsection (a) of ( h i  section, bond pr&& of m incorp~r i lod  ciry or tom. n munv. a 
pubb  rehcol &mct or r nnngahoa &C-icr, a r  I d  -venue of rn insdruQn of bgher 
duat ion .  msv be i n v e u d  in cammaa kus t  fun& or mmmi-ahle inve~rmeat denem ......... , ---. ~ ~ 

~~ ~ - ~ -  -~ ~ ~ ~.. 
owned or adminuterod by bat& domicled in this #Ute .and whose aaaela eonaiat 
exclusively of d l  or a combhaIion of the o b l i g a t i o ~  d e s u i i  by Subsection (a) of this 
section. Common buat funds of banke domiciled in this state m y  be used if they: 

(11 w available; 
(21 amply  mth the pnwlaioua of  the Inurmsl Revenue Code of 1986 and nppiieablr 

federal r e a r l s t i a ~  eovemine the investment of b u d  a m &  and ~ ~ 

(3) meerthe cashhow r eqhe rnenu  and the h v a & e n t  ae& of the polidul suhiivi. 
sion or institution. 

(c) In U~is seetion: 
(1) "Baud pmfeeds" includes but h not limitd to pmceeda horn the sale of bands and 

reserves m d  funds maintained for debt a e k  purpose.  
(2) "Plbne domeatic banken' acceptance" preana a bankers' nccoprrace with n stated 

maruritj of 270 day? or lesa from the date o! t t r  isnuance tbnt will be, in .ccord.nce Mth 
its tennr, liquidated m full at maturity, rhat la elim%le for a U n t e n l  for borrowing from a 
Federal Reserve Bank. m d  Uut is m p t n l  by bank organid and existing mder the 
laws of the United States o r  any state, the shorttern obligrtiona of which (or of r baak 
bldiog a m p m y  of which the bpnk ia the inrgest subaidiwy) are nted at  h a t  A-1. P-1. 
or the eqwvllent by a t  lepnt one n a t i o d y  mogukd aedit rating apncy .  

(3) "bpmhaaa agreement" m w  a simultmeoru -pent to bug, hold for a 
s p ~ e i f i d  h e .  and then ell back at a future date. obligations deam'oed by Subemon 
[rXl) of this ae.?io@, the,pliqdpal bnd in tera t  o l  which are p a r a n d  by the United 
States or m y  of N ~ p e u c ~ e s ,  I. market value of not lens thn. the ptiudpal amouric of the 
furids & b d .  Thc turn includes dwn secwity repuxhaw agreemenb m d  mvene 
security r e p m h w  agmemenhl. 

(d) In lddition to the inveatmenta dambed by Subssetion (a) of this seetion. an entity 
bted in that s u b d o n  may, in ecaordPnce m$th ,!hb Act, ptmhsst ,  uU, and invest ita 
fun& m d  nd& under its conhal in m SECreg~stered, wlad money market mutual 
fund mlh a dollncaeighted average portfolio nu* of 126 &pa or  h s  whae  UMtD 
consist exelu&ely a! the abligpdonn h t  am docsibed by Subsection (a) of thir s ~ O U  
and ahdoe invesm+t objectives include =king to mhhi t l  a shble  net wt +UR of I1 
per sham. No enbty luted in S u b e h n  W of tb &n h s u t h o d  by t h ~ ~  A* la 
invpat in the aggregate ,mom than 80 p e m t  of &a monthly a v ~ p d  fund I 
excluding bond p m c d ,  m money market munu l  fun& described in this subHshon or to 
invest itn fun& or funds under ita wntrol erdudinp bond procrrda, in my one mono7 
market m a d  fund in aa amount tbt uemda 10 percent o i  tbe t a d  wls Of !he I 

money m k e t  muturl Iund. 
?nr 



APPENDIX 8 

PRIMARY DEALERS 



NOW: This  list has been compiled and made a v a i l a b l e  f o r  
s t a t i s t i c a l  purposes only and has no s ign i f i cance  with respect  t a  
other re lat ionships  between dealers and the Federal Reserve Bank 
o f  New York. Qual i f icat ion for t h e  reporting list is based on t h e  
achievement and maintenance of reasonable standards ot a c t i v i t y .  

Markets Reports Divis ion 
Federal Reserve Bank of New York 



APPENDIX C 

BROKER/DEALER CERTIFICATION 



. . . .  

CERTlFlCATlON 

A 1 1  t h e  s a l e s  personnel of t h i s  f i rm d e a l i n g  With the  Ci ty  of 
Mesquite account  have been informed and w i l l  be rout inely  informed 
of t h e  C i t y ' s  investment horizons,  l i m i t a t i o n s ,  s t r a t e g y  and r i s k  
c o n s t r a i n t s ,  whenever we a r e  s o  informed. 

T h i s  f i r m  pledges due d i l igence  i n  informing the Ci ty  of 
f o r e s e e a b l e  r i s k s  associa ted with f i n a n c i a l  t r a n s a c t i o n s  connected 
t o  t h i s  f i rm.  

~- 

(Fim) 

Primary Representative 

(Signature) 

(Name) 

( T i t l e )  

(Date) 



APPENDIX D 

BROKER/DEALER QUESTIONNAIRE 



SECIJRIlY BROKER/DEALER CIUESTlONNAlRE 

1. Name a£ f i rm 

2 .  primary Representative Account ~ x e c u t i v e  
Name 

Telephone 

3 .  Daes your f i rm have primary dealer  s t a t u s ?  ( ) y e s  ( In0 

4 .  1. your f i r m  registered with t h e  Texas S e c u r i t i e s  Commission? 
( ] y e s  ) n o  
p lease  provide  a photocopy of your c e r t i f i c a t e .  

5 .  ooes your f i rm contom t o  t h @  Uni tom Net c a p i t a l  Rule? 
Role 15c 3-1 f )yes I )na 

6 .  m a t  was your firm's to t a l  valume i n  US treasuries/agencies 
l a s t  year?  (Not necessary t o  complete i f  primary dealer)  

I Transact ions  
Lacal Off i c e  $ - ( Transact ions  

7 ,  ~ h i c h  instruments are traded r e g u l a r l y  by t h e  l o c a l  desk? 
( ) Treasur i e s  ( ) Other 
( ) Agencies 
( ) Workgage Backed 

I 
8 .  p lease  iden t i fy  your most d i r e c t l y  comparable publ ic  aoctor 

c l i e n t :  

9. H a s  your f i rm,  or e primary pa r tne r /omer ,  e v e r  been subject  
t o  a regulatory or s t a t e / f ede ra l  agency inves t igat ion fo r  
a l l e g e d  improper, fraudulent, d i s repu tab le ,  or  unfair  
a c t i v i t i e s  re la ted  t o  the s a l e  of s e c u r i t i e s ?  ( )no ( )Yes 
Not necessary i f  primary. I f  yes, p l e a s e  e w l a i n  fu l ly  on a 
s e p a r a t e  sheet .  

10. p lease  submit your trading au thor i za t ion  form. 

12.  ~ h r o u g h  which firm do you c l e a r ?  

a,..,. , . . . . 

, .., , , , . , , , . , . 

. . . . , ,  >.,, 



APPENDIX E 

PUBLIC FUNDS COLLATERAL ACT 



~mrlY)luEs Art 2529d 
nu= 47 
rn T- Rch.bilitrtaa Cammiuian b nuthe munty d c p 0 " W  rod bi, in-t ia uu b k  

~ t o d e ~ 4 i ~ ~ e d t m m ~ i D c u  ~toekmmblnedri~UutoImyothumembm 
da rodu r f&nl ahblishmrat p ~ t  in . of tbe mmahiows murt ddoe mot -and IW. 
k d  witan. Op~M7.&.lSl ,  No. K-944. bet the W m.7 be di.sndifkd by vitma of the 

i\n WZM. Publle h d ,  Collrteral Act 
short nue 

k. 1. Thie Act m y  be ated rs the Public Pmda CoUnteral Act  

Dc(Lnltl0". 

See. 2. tn th A c t  
(I) "Bod" means the State Depository Boanl. 
(2) "Control" a d  %bask holding mmpmV have the same meanings ~ a i p e d  by Article 

2, Chapter I. The Texaa Banling W e  (Ar6cle 842-102 Verm'a Tuas Civil Statute). 
(9) "Deposit8 of public funds" meam poblis fun& of a public entity thn t  
(A) are not managed by the s t a b  trusunr under Chapter 404, Government Cede; and 
(B) are held aa a demand or bme depasit st a bsnk or oIAer depositoq itstihltion 

erprosaly a u t h o a  by law to w e p t  demand o r  time deposits of the public entity. 
(4) "Eligibk &tf' mauu: 
(A) burety bonda; 
(B) inredanent renuitie% and 
(0 amerahip or beneficial interesb in invesment sw.a3ties but not my optioc 

mntnct to prvchnae or aell mvehnent d t i e s .  
(5) "Exempt inalitutioti' means: 
(A) a public retirement eystem, as defied by Seetion 802W1, Government Ode; and 
(B) the p e r w e n t  achwl fund, as defined by Section 15.01. Education Code. 
(6) "lnvatnent secarify" menna: 
(A) s direct obligation of the Unitpd States; 
(B) ur obligation that in the opinion of the Attorney General of the United States is a 

general obligation of the United Ststs, and backed by iB full faith md medic 
(0 an obligation, the priocipal of and interest on which e.re mmnditionnUy guaranteed 

by the Uniled States; 
(D) an obligation of ao agency or inskumentality of the United States, including a 

mortgngebaeked renuin of &e pgency or buumentllity; 
(E) s general or special obligation h u e d  by a public agency, pynblo fmm taxes. 

revenues, or a ambinstion of tax- and revenues thathas besn rated ra ta investment 
gunlib by a notionally mgaled mbg agency and that has n m n t  rahg  of not less 
thnn A or ila equinlent  and 
(F) my &tf i. which a publ* mb'ty mny iueent under the Public h d s  Invesbnent 
Aa of 198l (Ilrtide &2a-2. Vernoo'a T e w  Civil Statute). 
O "Permitted b t ih l t jw"  me-: 
(A) 8 Fedenl Reserve Bark 
(B) a "clearing mrpontion" ss defined in S u b d o n  (c). Section 8.102. Business 

Carmuerco Csde; 

(D) m y  s u b  or ~ t i o d y  ehnnerod bank, which banlr i. controlledby a brnk ho!dbg ' 
mmpPny ihnt mnbls n bnt* eligiile to be a custodi.n under Suba&on (c) of Sectloo 6 
of thia Aet  

q2 
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(8) "Public agency" mean. any sa te  or any pclitial a? govemmentsl entity, agency. 
inseumentrlity, or subdivisioa of a state, including mithout limitatim muicipnlities, . 
statPsupported duestioaal institutions, junior colleges, diebida entabliahed pursuant to 
Arficle XVI, Section 59, of the 1 ' e m  Constitution, and public kpitals. 

(9) "Public entiy' meand any public agency in this aiate that Li not m institution of 
higher eduation as defined by %&ion E1.003, Education Code. 

(10) "State agency" mema a public entity that 
(A) has ~ u t h o l i ~  thrt ia not limited tn a geographic portioo of the state; and - 
(B) was crenred by constitution or a atnhlte of this state. 
(11) 'Tuat reeeipt" me- evidence of receipt idendfation, a d  reccrdiag, includin 

bur not limited to physical coabolled enast receipt or wnmn or el-nicnlly t a n s m i d  a 
advice of trwmcmn. 

A " t h 0 i u a l  CahUnl 
Sn. 3. Deposits of public h d a  shall be secured by eligible securiq tn the extent and , 

in the tnaQtler required by thb A c t  
me1 of C c l W  

SR. 4. The total o i  the fare value of the surety bonds nnd the market value of the 
' 

invesment senvities s e m h g  the deposits of public fun& shall be in no amount at lewt 
equal to the mount of the depoaits of public h d s  in-, by the m o u n t  of any 
seemed inkrent and r e d u d  to the extent that the d e p t l s  are lnaured by an agency or 
htrumenrrlity of the Uruted States government 

C a w  P o w .  Pnbk SnUw Can- 
See. 5. (a) Inveament seFUritie3 cligjbk to - d e ~ i t a  of public fun& shall be 

detemined in n c e o d a n ~  rith d t t e n  politiem approved by the BOperning bcdy of the 
public enlity. The m a e n  ~olieies may sddRsq mMon lncludvlg security of the 
in&hllian o b ~ g  or holding investanent emnhes ,  rutmtitution ot release of invest. 
ment &tiea. md the methd of valurcion o r  investment securities used m secure 
deposit. of public fun&. 
6) A public entiw may mnmvt with P bank d o d d  in thin a w e  to determine the 

tenn. m d  mnditkaa {or securing depwit. of public ,W. Ibc mntmct m y  mntDin 
t e r n  a d  conditions nh t ing  to thc invertment .Mntre. used 1. lleeurity for deposita of 
public tun& UIPt am rceeptable to the public en tit^, iaeludinq pmvisiona rela*$ to the 
pMaeujoa of t h ~  mllsted, tht sutatitueion o r  re1tae.e of w a t m e n t  %scuntrea, the 
omenhip of the inrostment aecmhe of the bank urtd (4 smue d e p i t s  of public 
hds. .ad the method of v d u r b n  of invetment mxr i t i a  uaad to secure deposlo of 
public fun&. 

(c) Th. public en@ alvll inform the depository fo! its d e p s b  of public fun& of 
ai@ant &apo. in the mount or .Ftivity of d e p l t a  of publie hmd. ~ o t m b l y  in 
dvmee of such chmge8. 

P-. at cdlded . ~ ~ 

tk 6. (s) In &&%a to all o+er authority gr~nced by k w ,  a de ibry for,any 
pub& caIiiy may de it the -he pledged U, mcure d e p o o ~  01 p 0 E  fund. mth 1 
wtodi.. u p r o v l d x  Wtis An. A t  the request oftbe public entity, the depository ahdl 
p b  the pled& securities 6 t h  a nutodi.n u pm*idad in Subroetian (c) of tbh sectioa: 
The public entity m y  require th.t the depaitory Dot ba tb cllstodian or p o d -  
htiwtiea or s brrneh of either with mpeU to tho - aeeurihs pledged by thr 
dopositor). to KW deponitd of p u b k  b&. 

@) Notrithabdiog Subrocfion (n) of Ulia &on, the dopolitow of d e v i i a  of public 
fun& lor any state i g e o q  rhnll place the pled* &a 6 t h  8 custodi.n as pmvidn 
in S u m n  (f) of bhis sedioo. The euatodirrr, and Lbe state ngeacy abdl execute 8 

mitten agmemont b detmrrnine the terms m d  mnditiona for LeCUMg depoaiu of publi 
ton&. The depmitory for a state a g e n q  s W  not pe the wtodian or pennine 
institutjon or a b m c h  of either with mpeU tn the W m l u  secukies pledged by th 
demitory to .mue deposits of public tun&. 
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(CHI) A dcpoitory f a  a public en* map deposit inwtment tenui6ca pkdged to 
~ r m .  detnaih d publie fun& with a mtcdhn that the public en* tg appmsed aa a 
G;odho'd th8t.k either. 

(Al n atrte or luh'od hnL which L domidkd within tbia state, vhjeh h+. been 
m t e d  s stste depmitarg by the b o d ,  and which hpe P a p i d  at& lad v e n t  
S W D I ~ ,  of mt th.n $6 milhn; f 
61 the Texaa h u . y  Mekeeping k t  Csmpsny; OI 

(0 a Fedem1 &we Bank or ita bmnehea. 
(2) nK seeuritiea sMI held in huat by the ~ t o d i a n  to 65UIV the depoeita of public 

fmds of the pubk  entity m the depwi ta~  pledgmg the kwunbe .  

(d) On receipt of the investanent securitieq the c u a t d h  ahall immedlteiy, by book 
MW or athewhe. identify on it. boob .ad,remnls the pldgc of the 8,- t o  the 
public entity md 6h.U pmmpt l~  bx~. and dedelrr to the appmpnsta OW of the public 
wtity twt receipt0 for the srmntres pMged. The Meunty evidenced by the twt 
receipts is subject to inspeeiion by the public rgenq  or its agents a t  any time. 

(e) A cuatahin holding in t w t  invebnent emurib of a depositoy under S u b d o n  
(el of tb aectjon mag deposit the pledged d h  with a permit& ia6tituh'on. The 
d 6 e a  ahdl be held by the permiard institution to secure funds depaeited by the 
pubk enti,@ ia the deposntory pledging the lecurities. Op reeeipt of the wauitiep. the 
pornit& ~ ~ ~ l t i m r i o n  rholl immediately b u a  to the cuatodu. an advice of tim~a&oa or 
other doeurneat evidencing the depwit of ihe *ties. 'qhen the pledged &ties 
kid by n custodian are deputed the pomaed mptihlhon ,mq9 apply bmk entry 
pmcedurm to ehe o&~wMB(. The neoh of tbc wmutted whtutwn rhsU st dl &s 
reflect the name of the custodian deposihg the pledged oecuritied. The Wut receipts the 
NstodLa issue0 to the public entiQ shall indieate that the custnL.n tg deposited with 
Ihe pnniaed ht i tu t ion the pledged &tie held ia tmat for the depaitny pledging 
the wcuritia. 

Vanme 

Sec 7 Any kgal a n  or pmmdmg by or ngunsr the pubhc enbty. arum$ out of ot 
I. eonnectlon n t h  the dun- of the deposnorg. the ~btaii.m, or n penrutLod m9btuWn 
under Uus A- DU be bmught .ad m ~ m n e d  u pmnded in the mnbnd  n t h  the 
public entity. 

RLorlt7 

ha&-; &A;bttho ~ublic entit? or instimtioo depositing ouch public funds with the 
dqmiu)q..'and the mbeunty ltlblrst u i s i i ~  out O( P pledge of securities to aecure 
6epmiU of the publie entity or llubtubnn "hall Lw mrlcd, ahall a w h .  and s h l l  b. 
opt+&d for a11 n ~ m r v e s  under slaw l r w  from the trmc thst the c w t o d ~ n  idrnfihm the --.......... - -. .. - . 
pledge of the wut i t iaa  on its bmb and ncords and b u c ~  the wt receipt. and =maim 
u ot that time oedceted io the hands of all subsequent cuawdiaca and psnnitted 
iMtih,tiatla. 

Fawldu ILLP3.t. 

SLC. 9. (81 The dopoaibry far a pubk ensry shU mniDtsin separpte, aecwate, and 
mmplete -I& relahp to all depos~ts of pubk funds, the pledgyl mvesment secun- 
ties, and all aoMnctMns relntmg to the pledged invesbnent 8ecunOe0. 
6) The custodipn for or public entity ahll  maiot~ia M ~ M U ,  MF~, and complstc 

w r d s  relating to the pledged investment securities and aU aatlsacboos relntlng to the 
pledged bvesbnent .ecurities. 

(el The b o d  or tho public entity m y  exprnine and verify a t  any reasonable time all 
pledged invnment  aecuriries and all m o d s  mnintnined p w u a n t  to SubWtQ0Ra (a) md 
(b) of this section. 

I 
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(d) As a part of e~.& e t e d  or external audit or regulatoq w m h t i o n  oi the 
depasitoq for or ppubtic enbcg snd a? the cuatodru, for s public entity, the auditor or 
examiner ahsll examine and verify tho pledged investment senrritiea and the records 
mriatained pun-t to Sub&ons (a) fnd (b) of this sectlon snd shall report any 
siguifksnt or mpterinl wncompluuvr n t h  the pmvisions of thh Act to the bard. 

(e) The custadian for the public entity shall file a collateral repart with the bard in the 
mrnner arid on the dram prervibed by the board. i 

P.NLda 

SR. 10. (a) The board may revoke a designation na 8 stsw depoaitorg if, otter notice 
and a hearing, the beaid makes a written riding that the depoaitory, acting in i t s  
u p a i t y  either as a depoaitory or a mtodinn. aa the eaae may be, does not maintain 
rsasomble compliance with thin Act and h a s  failed to remedy m y  violation of this Act 
within a w o n a b l e  period of time after a?ittzn no6ce of such violatioa. Such revourtien 
shall be effective for a period of one year. 

(b) If the board makes a w~+tten finding that the depoaitoq haa not maintained 
w n r b l e  eomplinnn with thh Act aad hps acted in bod faith il, not remedying any 
violntions of thin Act the board m y  permanently revoke the designation aa a skate 
depoaitav. 

(c) If fha boud determines that tho dewi tow has rom& all violatiolu of this Act 
and haa given u a - m  norisfactmy to the board that t h e , d e p o n p ~  mainh 
reasonable cornplirnco with U& An, the boprd may rainatate its des~goamn aa a slate 
depoitny. 

(d) When mJdDg the f indhp required by S u b d o n  (4 orb) of chis neetion, the bard 
shall consider the totrlity of the nrcumtPI,.cta , m r r ~ g  the perfannarrm ,of the 
depoitorp or the cwtodina. boluding but not Lmtted to the extent to which the 
n o n c o m p ~ c s  with Ulis Act is minor, isolated, temporary, or n o n r e c ~ n t  The bovd 
shrill not find that either the depoditary or the custodian does not mmtrin reasonable 
wmplknee m'th Ulia A& if such wnmmplianee ip a rrsult of the failure of the public 
entifp to comply with S u b d o n  (c) of Section 5 of this Act 

(e) S u b o h n  (d) of tMd secrion rhdl not relieve the depmitoq or the custodhl  of the 
oblig&on to MCUR depnits of pubtic funds with eligible M t y  in the amotu?t nnd 
m r  ~ q u i m l  by this  Act within I w n a b l e  rime after the public entiCy depos~la the 
depaib of public funds with the dopoiblp. 

k t  C o 0 ~ U l y  

Sec 11. (d To the u t r n t  of m y  mnflict bemeen thin Act md another L w  relating to 
wcwiQ for depaita of public fun&, thia Ac% p n d .  
(b) A. , a ~ m p t  irurtitution ir not roqviml to b e  i t .  iunuods a t  41  timen fully Or 

m if much fund8 are held by a w,+ of its assets pmumt,tc a et -= held by m enfity in coty1ecDon m(b m v ~ d h t n U  h r n u O o a o  and 11. I 

h (be u& of i b  6duchry resporuibilitio., the governing body of the exempt 
institution detenniw that the exempt instithan ia ndequate!y p m e  -ugh the use * 

a t  trust -manta, 8ped.l depoait., autrtg baa&, auk?tanturl d w l t  m v , m ,  or any 
other method cornmonlg used by ?uch hfitutiona. Thu A d  dosa not pmhbB pmdent 
inostment b9 the exempt instituhm in &cater of deposit or reetriet the seleetioo of 
dopoitariP. by the g0'1eraing body oi the exempt institution in uordma with ita t 

MuciprJ. dubhe. 
(c) 'It& Act d m #  w t  apply to tun& mkintshed and ndmkiatored by a public enti? ' 

p u n m t  to a deferred mmpnulion plan the federal mama U. bohnent  of which IS 
premed by Sec(ion 001 or 457 of the I n t e d  Revenue Cdde of 1988.' 
A& 1m. 11.t w.. dL en. &. SpL I, 1 m .  

1 a U3.C.A H MI. m. 
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