
RESOLUTION NO. 1U-97 

A RESOLUTION OF THE ClTY COUNCIL O F  THE ClTY OF 
MESQUITE, TEXAS, ADOPTING A KEVISED INVESTMENT 
POLICY; AND DECLARNG AN EFFECTIVE DATE. 

WHEREAS, h e  City Council mcognizes lhal cffcctive cash management is wscntial to 
good fiscal managemcnl; and 

W H E W S ,  the City Council realizes the need to adopt a revised investment policy for 
the City of Mesquite; 

NOW, THEREFORE. BE IT RESOLVED BY THE CITY COUNCIL OP THE CITY OF 
MESQUITE. TEXAS: 

S m  That the lnvcstrnent Policy, attached hexto as Exhibit "A", is hercby 
adoped as the official invert me^,! pulicy af the City of Mesquio. 

SECTION 2. That this resolution and the aforementioned invertmen1 policy sllnll take 
effect immediately from and alter its passage as the law in such cases provides. 

DULY RESOLVED by the City Council of the Cily of  Mesquite. Texas, on the 7 1  day 
of April, 1997. 

Mayor 

ATTEST: APPROVED: 

..: . .  . ... ~ d .  . . .  . 
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PREFACE 

The purpose of this document is to x t  forth specific investment policy and suaagy 
guidelines for the City of Mesquite in order to achieve the goals of safety, liquidity, yield, 
and public t m t  for all investment activity. The City Council of the City of Mesquite 
shall review its investment strategies and policy not less thanannually. This policy 
serves to satisfy the StaNtOly requirement (specifically the Public Funds lnvestment Act, 
Anicle 34262 V.T.C.S. (the "Act") to define, adopt and review a formal investrnenr 
strategy and policy. 

It is the policy of the City of Mesquite, Texas that, givine due regard to Ule safely and 
risk of investment, all available funds ;hall be invested in  conformance with Sate and 
Federal regulations, applicable Bond Resohaion requirernenfs, adopted lnvesmenl Policy 
and adopted Investment Smtegy. 

Effective investment strateg development coordinates the primary objectives of the City 
ofMesquitc's Investment Policy and cash management procedures with investment 
security risk'rch~rn analysis to enhance interest earnings and reduce investment risk and 
aggressive cash management to increase the available "investment period." Maturity 
selections shall bc based on cash flow and market conditions to take advantage of interen 
earnings as a viable and material revenue to all City of Mesquite funds. The City of 
Mesquite's portfolio shall be designed and man;lued in a m m e r  responsive to the public 
trust and consistent with thc Investment Policy. 

Each major fund type has v ~ i n g  cash flow rcquircmenfs and liquidity needs. Therefore 
specific strategies shall be implemented considering lhc fund's unique requirements. 
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INVESTMENT STRATEGY 

The City ofMesquite maintains a pooled investment ponfolio uhich utilizes spcif ic  
investment strategy designed to address the unique characteristics of the 

fund groups represented in the po~lfolio. In order to minimize risk of loss due to  interest 
rate fluctuations, investment maturities will not exceed the anticipated cash flow 
requirements of the funds. Investment guidelines by fund-type me as  follow^: . Investment strategies for operating funds have as their p r i n w  objective to assure 

that anticipated cash flows are matched with adequate investment liquidity. The 
secondary objective is to create a portfolio svucture which will experience 
minimal volatility during ~c0rIomiC cycles. This may be accomplished by 
purchasing high quality, rho* to medium-term securities which will complement 
each other in a laddercd suucture. The dollar weighted average maturity of 365 
days or less will be calculated using rltc stated final maturity date of each security. 

r Investment strategies for debt service funds shall have as the primary.objcctive the 

. .  .- - ..... assurance of invcsunent liquidity adequate to cover the debt service obligatio~ls on 
i:, .:.,> :::. ! .  , ; 

-. , !E. , i $1f%.+&i : :.;- the required payment date. Sccuritien purchased shall not have a stated final 
.................. ' f maturity date which exceeds the debt service payment date, or funds shdl be . . . . . . . . . .  

,..:5,,< -:,-.. . .,. maintained in an investment pml or moncy market mutual fund to he available for 
2.>~:;,2;.,::;:.., :... .... ; 

: . . . . . . . .  debt service payments. -. ;* ,"1. . :. . . ;  ..<. :, . . 
; .  . > .  . 3:: . , , , 

, 1 . Investment stmtegies for lwnd hnds and far debt service reserve funds shall have 
as d ~ e  p r i m w  objective tht. ability to generals ade~endable revenue source lo the 
appropriate fund from sccucities with a low d c g ~ e  of volatility. Except as  may be 
required by the bond ordinance specific to an individual issue, securities should be 

- .. ,,. , ~ . . of high quality, with short to ntcdium term maturities. 
,,.<~.+,.. : . , .  
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CITY OF MESQUITE 
INVESTMENT POLICY 

I. POLICY 

It is the policy of the City of Mesquite (City) that aRer allowing for tile anticipated cash 
flow requirements of the City and giving due consideration to the safety and risk o f  
investment, all available funds shall be invested in conformance with these legal and 
adminislntive guidelines and to the mavi~num extent possible, at the highest rates 
obtainable at the time of investment. 

Effective cash mananemen1 is recognized ar essential to good fiscal management. - . 
lnverlmenr inlerest is a viahlc and mllerial source ofrermuc to C I I ~  funds. Thc City's 
In\.csuncnr portfolio shall be dcsigncl ant1 managed in a m m e r  deslgned to n8arrmize 
this reven& source, to be responsive to public tn~st,and to be in con~pliance with legal 
requirements and limitations. 

. , . .  
. ' 3 . .  ..:....: 

~&'. . :. ' . , .  , . f;:. Investments shall be made with the primary objectives of 

. Safely nnd preservation ofprincipal . Maintenance of sufficient liquidity to meet operating needs 
Mnximizntion ofyield on the portfolio 
Public trust From prudent investment aclivilies 

....... Earnings from inr cslments a.ll be illltbc~t~d on a pro-rate basis by fund md used in a . . . . . . .  . . . .  manner that will best srnc  ~ h c  invrc5ls oflhr CII) ofhlesqutte 

The purporcoflhrr inveslmes pollry is tc~compl~ \r~ll,C'It.~p~rr 2250 of 1 llle 10 of the 
Lmal Govcmmcnl Codc("P~bhc Funds l m c m c n ~  Art') uhtrh reqlnro each ctry to 
adapt a wrincn investment policy regarding the invcrlmcnt of its &ds and h&;mder 
its control. Thc Investment Policy addresses the mcthods, procedures and practices 
which m u a  bc exercised lo ensvrc effective nndjudicious fiscal nlanogement of lhe City 
o f  Mesquite funds. 

111. SCOPE 

This Invesunent Policy shall govcm the invcrtmcnt of all finmcial assets of the City of 
Mesquite. These funds a n  accounted for in tl~e City's Comprehensive A ~ l u i l  Financial 
Report (CAFR) and include: 



. . . . . . . . . . .  . . . . .  
. . . . . . . .  

. . . .  

EXHIBIT "A" 
Page 5 of 19 

Geneml Fund 
Special Revenue Funds . Capital Projects Funds 
Enterprise Fwtds 
Trust and Agency Funds, t o  the extent not required by law or existing contmct 
to be kept segregated and rnana~ed separately . Debt Service Funds, including reserves and sinking funds, lo the extent not 
required by law or existing contract to be kept segregated and managed 
sepantely 
Any new h d  created by the City, udessspecirically exempted from lhis 

. . . . . . . . . . .  ,. .............. :.I: .. ' . ' .. 1 Policy by the City Council or by law. ... . * ,  +;,.... 
Thts Invcsuncnt Pollc) shall apply to all transact~ons tn\rlring the financt~l asset, and 
rclatcu activity fol all the ioregolng fund-. Ha%ever, this pol~c) dues not apply to the 
arretsadministered forthe benefit of the Ciw by outside agencies under deferred 

~~ . . 
compensation programs 

1V. INVESTMENT OBJECTIVES 

The City of Mesquite shall mnnage and invest its & with four objectives, listed in order 
ofpriority: safety, liquidily, yield, a n d  public trust. The wfcty of the principal 
invested always remains the primat? objcctivc. All investments shall be designed and 
managed in a manner responsive to the public Vust and ~0nristenl rvith state and local 
law. 

T l ~ e  City shall maintain a comprehensive cash management program which includes 
collcaioti of accounts receivable, vendor payments in accordance with invoice terms, and 
prudent investment of available cash. Cnsh management is defined us the process of 
manacing monies in order to insure mwimum cash availability and ma..imum yield on 
shortk& investment of pooled idle carh. 

Thc primoly objective of the City's investman activity is the prcrcrvntion of capital in 
tllc overall wrtfolio. Each investment transaction shall be conducted in a maruler lo ~ ~ ~~~ z ~~ 

nvoidcnpiwl losses, whether Ihcy be from ~ c w i t i c s  defaults or erosion of market value. 
The rirkof loss shall be controlled by investing only in authorized securities ar defined - .  
by Ulir Policy, by qualifying the financial institution3 with whom (he City will transact. 
and by ponfolio diversification. 

The Ctty's mreslmeot ponhl lo  shall iv structured to m3,ntain sumcient I~qa~idtty In 
enable the CII) to mcct all operatmy rcqu~rcment~ uh~ch might be resonably 
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anticipated. This shall be achieved by matching investment nlaturities with forecasted 
cash flow requirements and by investing in securities with active secondary markets. 

The City's investment ponfolio shall be designed to optimizc a market average rate of 
r e m  on investments consistent with risk conslrainls, prudent investment policies and 
cash flow requirements of the portfolio. 

All participants in the City's invcstment process shall seek to act responsibly as 
custodians of the ~ub l i c  t ~ n .  Investment officials shall avoid any uansaction which 
might impair public confidence in the City's ability to govern effectively. 

V. RESPONSIBI1,ITY AND CONTROL 

Anicle IV, Section 26 ofthe Mcsquite City Chmer designates that the City Finance 
Director shall serve a s  City Tremurcr and perfann ally duties of Ciry Treasurer as 
required by thegeneral laws of the State of'fexas. n i e  Direclor of Finance shall delegate 
the responsibility for invesment decisions and activities to an lovestment Otficer. 
Through the adoption of this policy, the positions of Cash and Debt Coordinntor and 
Accounting Manager shall be designated as investment oflicers who are responsible for 
the investment of the City's funds. No person may engage in an invcstment transaction or 
the mmagcmentaf funds except as provided under U I ~  terms of this lnvcstment Policy as 
approved by the City Council. The investment authority granted to the investing officers 
is effective until rescinded by h e  governing body. 

The investntenl offrcers shall attend at leas1 one mining session relating to their investing 
responribilitirr within 12 months aRer assuming duties. Such training shall include 
education in invcstrncnt controls. security risks, strategy risks, market risks, and 
complimcc with the Texas State Public Fund lnvesmcnt Act. - 
The Director ofFsnmce is responsible for establishing md mainwining an internal 
control strucfure designed toensure that thc asreu of the entity ax protcctcd from loss, 
theR, or misusc. The internal control strucwe shall be designed to provide reasonable 
assurance thrl these objectives are met. The concept o f  reasonable assurance recognizes 

3 

, .. * . . . . , 
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that ( I )  the cost o f  a control should nut exceed the benefits likely to be derived; and (2) 
the valuation o f  costs and benefits requires estimates and judgments by management. 

Accordingly, the Director o f  Finance shall establish a process for annual independent 
review by m external auditor to assure compliance with policies and procedures. The 
internal controls shall address the fo~lowin~~oinls.  

..... ?,. ........ 
*.y,.,. .,; ..... .. . +.:,k!++,..~:... Control o f  collusion. 
;>.:::..:.:,.. . .  ;.., 

.**:!+*;$. \! >s.:.. ..: 
;!<','':;..;.. ,< ..,.*.,!<:*;. .; : , '  : 
j .  ...... ...c.. . . . ? . , . . . . .  

. r Separation of h ;Ul r~~ l io~ i s  authority horn accounting and record keeping. 
...?,. %*S.f?.'L< ,:;.> . . .  . . . .  ... : ,>., :.:..::.. . . . .  . . . . . . . . . .  
:..<.. :<;.?.::,. . . . . . . . . .  . . . . . . . . .  r Custodial s-afekeeping. 

"<... . . . . . . . . . . .  .'zy,<:<:.?.; ,;., :;;, ' . ~ '  '- 
., :s:; .r . <: : . , . i 
*:t*..j7<,:;j??>. .! , . Avoidance of physical delivery securities. .. 

5 ,  : . ' ' ' j  
..... > :.:;. ........... ... ,:*,.-.., ...; ... , Clear delegation of authority to subordinate staffmembers. . . . . . . . .  ..,:,< '<y;: .,.: '. . . ;  "' ,*.:7.:.>:...- ;.. 

:;':., i , Written confirmation for telcphnne (voice) transactions for invest.ntenls and wire 
't;nrW",,., . - ! . .  ,:.. ~~. : j transfers. . . . . . . . .  ..+. . .. :y$&$+~::::.~: : : .: . .  ~. , Development of a wirc transfer agreement rvith thc deposifoly bank or third p a  
. . ... r.. . . . . . . . . . .  , . . . . .  .: :.. i custodian. . . . . . . . . . . .  
$$<:?:+<,. .,:. 
t:.,'...'. . . .  -..;.;. 
.:. ,,,* .,>,7:F<. :,:' 
,..-<.*:., ., ?.,. :,..: ;:,,, . : ,~*?,>.. ... 

EuulPnrc 

The stvndard of prudence to be applied by the investment officer shall be the '"prudent 
investor " mle which swcs: "Investments shall be made with judgment and cam, under 
circumstances then prevailing, which persons of pmdence, discretion and intelligence 
exercise in  the mmnagement of their o w  affain, not for speculation, but for investment, 
con..idering the probable safety o f  their capital as well as the probable income lo be 
derived." In determining whether an investment officer has exercised prudence with 
respect to  an investment decision, the determination shall be made taking into 
considcrstion: 

* The invrstment of all funds, or hnds under the City's control, over which the 
officer had responsibility whcr than aconsideralion as to lhc prudence o f  a 
single invesmenl. - Whether the invesuncnl decision wvas consistent with the written investmenl 
policy o f  the City. 

The investment officer, acting in accordance with w~ilten procedures and exercising due 
diligence, shall not be held personally responsible for a specific security's credit risk or 
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market price changes, provided that these deviations are reponed immediately and the 
appropriate action is taken to conlrol adverse developments. 

-iConniets nllntcrrr! 

City staff involved in the investment process shall reinin from ~ersonal business activity 
that could conflict with proper execution of the investment program, or which could 
impair the abiliry to makeimpartial investrt~ent decisions. City staffshall dklose  lo the 
City Manager any material financial interests in fmancial instihltions that conduct 
b u s i ~ s s  with the Cily and hey shall further direlase positions that could be related to the 
performance of the City's portfolio. City staff shall subordinate heir  personal financial 
v-ctions to those of the City, particularly with ngnrd to timing of purchases and sales. 

An inveslment onleer of he City who 11s n personal business relationship with an 
organization seeking to sell aninvesttnent to the City shall file a statement disclosing that 
personal business interest, An investment officer who is related within the second degree 
by affinity or consanguinity toan individual seekit~g to sell an  investment to the City 
shall file a statement disclosing hat  relationship. A statement required under this 
lubscetion must be 61cd with the Texas Ethics Commission and the govcming body of 

VI. INVESTMENT PORTFOLIO 

The City cwcntly has u"buy and ho ld  panfolio strategy. Matwiry datcs are matchcd 
with cash flow requirements and invcstmentsare purchased t o  hc held until milurity. 
However, securities may lw sold befort they mature if market conditions present an 
opparmnity for the City to benefit from the trade. 

InYCSlmelll6 

Assets of the City oiMesquite may be investcd in the fo lowing inrlmments; provided, 
however, that at no time shvli asscls of the City k invcaed in any instrument or security 
not authorized ibr investment under the Act. as the Act may h a m  timc to time be 
amended. 

I .  Autborizcd 

I. Obligariansofrhe Unitcd States ofAmerica, iaagencies and 
instnrmcntdilics. 

2. Ccrtifieatcs ofDeposit of state and national banks donliciled in Texas, s 
swings and 10.1 auovimion domiciled in this state, or a rtatc or fcderal credit 

5 
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Deposit Insurance o r  its successor or secured by obligations in a manner and 
amount provided b y  law for deposilr, o f  the investing ent i ty  

3 Fully collateralized direct repurchase agreements wi th a defined termination 
date secured by obligations of the United States or its agencies and 
instmmencalities pledged to the City, held ill the City's name, and deposited at 
the time the investmcnl is made with tlte Ciry or with a th i rd pwty .elected 
and approved by the City. Repurchase agreements must be purchased through 
a primary government securities dealer, ns defined by  the Federal Rcserve, or 
a bank domiciled in Texas. A Master Repurchase Agreement must be signed 
by the b&dealer prior to invertmcnt in a repurchase apeement. All 
repurchase agreerncnttrmnctions wil l  bean a del ivev vs. payment basis. 
Sceuriticr received for rcparchase agreements must have a market value 
greater tlnm or equal to 102 pcrccnl at tlle l imc funds are disbursed. 

4. Moncy Market hlutual funds that are 1) regulated by the SEC, Zlhavendollar 
weighted aremge stated maturity o f  90 days o r  less, and 3)mainlaina nct 
nsret value o f  $1 for each share. 

5. Government investnlent po l s  which ))meet the requirements o f  Aniclc 
4.113(32c). Section 49d) of the Texas Revised Civil Statutcs ("lntcrlocd . . 
Coopenlion Act"), 2)arc rated no lower than AAA o r  w cqulvalent rating by 
at least one nationvllyrccognircd rating service and 3) are nuthorizcd by 
resolution ar ordinutie by c i t y  council 

Under no circumstances shall in~cstments be mode in interest-only or principal-only 
strips of obligations wid> underlying mortgage-backed security collalerol. or in 
collateralized morteaac oblieations with an inveise floating interest rate or a maturity - - - - 
date of over 10 years. Neither shall inveslmcnts be made in  obligations Latare secured 
by these prohibited investments. 

rhc longer thc m31uriQ ofinres~men~s. the yrrltcr their price r o l ~ l i l i l y .  Thcrcl~rc il is 
Ihe Ctp ' r  pole" to concenrrate i ts  invcstmml plnfullu in rhoner.tem srcurit#es in ordcr 
to l im i t  ~ i n c i o a ~  risk caused by changes in  interest rates 

The City attempts to match its inr?rtrnentr with vllicipatcdcash flow rcquirerncllts. 
Unless matched to a specific cash flow, the City w i l l  not directly invest in securities 
maturity more than three (3) yean from the dslc o f  purchase; however, the above 



EXHIBIT "A" 
Page 10 of 19 

described obligotions, certificates, or agreements may be collateralized using longer dated 
investments. 

Because no secondary market exists for repurchase agreements, the ma~imum maturity 
shall be I20 doys. 

Reserve funds may be inverted in securities not to exceed five (5) years if the mahrity of 
such invesmntr  arc made lo coincide as nearly as possible with the cxpccted use ofthe 
funds. 

The composite portfolio will have a weighted average maturity of one ( I )  year or less. 
This dollar rveighted avenge maturity will be calculated using the stated final maturib' 
dates of each security. 

niversificati.Qn 

The City of Mesquite recognizes that invesment risks can result from issuer defaults, 
market price changes or various technical con~plicalions leading lo tcmpmry illiquidity. 
Risk is controlled Uvougll portfolio diversification which shall be achieved by the 
following general guidelines: 

I .  Risk of issuer default is controlled by limited investments to those ins t~ments  
allowed by the Act, whicl~ arc described herein. 

2. Risk of market pricechanges shall be controlled by avoiding over- 
concentmtion of assets in a specific malutit) sector, limitation of average 
maturity of openling funds investments to one year, and avoidance of over- 
concentmtion ofassets inspecific instrurneuts other than U.S. Treasurl, 
Securities. 

3. Risk of illiquidity due lo technical complications shall be controlled by the 
~ l e c t i o n  of securities dealers as described herein. 
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Competitive qUOtES must bc taken ticm at least three qualifying institutions for any 
investment transaction. Investment bansactions may be done orally, but followed by 
electronic or winen confirmation. Funds will be authorized lo be released aRer 
notification that the purchased seeurly has been received. Wrinen confirmation shall be 
received from l l~c financial institution or broker/desler. All investments purchased will 
be held in safekeeping at a third parly cuslodipl institution witha safekeeping receipt 
being sent to the City. 

W v e w  vn. Povwent 

Treasury Bills, Notes, Bonds, Repurchase Agreemcnls and Gavemment Agency 
securities shall be purchased using the delivoty vs. payment method. That is, funds slvll 
not be wired or paid until verification has been made tlrat the correct security was 
received by the Tmstee. The o:curily shall be held in the lume of the City or held on 
behalf of the City. The Trustec 'r records shall assure the nowtion of the City's ownership 
of or erplicil claim on the securities. The original copy o f  all safekeeping receipls shnll 
be delivered to the City. 

VIII. SAFEKEEPING OF SECURlTlES 

The City shall contract with a bank or banks for the safekeeping of wcurities either 
owned by the City as port of its invcrtment ponfoliu or held as collareml to sccun 
demand or time deposits. 

All recurilics owned by the City shall be held by i u  safekeeping agent, except the 
eallateml for cenificates of deposits in banks. The collateral for cenilicates ofdeposit in 
banks will be registered in the City's name in the b&s trust depnnment or, 
altemdlively, in a Federal Reserve Bank account in the City's name, or a third-parly bank 
in Ute City's name, at the City's discretion. Original safekeeping ~ c e i p t s  shall be 
obtained. 

Consistent wilt. the requircmcnts of the Public Funds Collatcml Act, it is the policy of Le 
City to require full colli tcnliution of all Cir)- investments and funds on deposit with a 
depository bank, olhcr than invcrtmenls which are obligations afthe U.S. government 
and its agencies and inslmmcnlalirics. In order to anticipate market chnnges and provide 

9 
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a level of security for all funds, the collateralization le\,el will be 102% of market value 
of principal and accrued interest on the deposits or investments less an nmount insured by 
the FDIC or FSLIC. At its discretion, the City may require a higher level of 
collaternlization for certain investment securities. Securities pledged as collateral shall be 

oreement. held by an independent third pmy with whom the City has a current custodial a, 
The Director of Finance is responsible for entering into collalernlizalion agreements with 
third party custodians in compliance with this Policy. The agreements are la specify the 
acceptable investment securities for collatenl, including provisions relating lo possession 
of Ule collateral, the substitution or release of investment securities, ownership of 
securities, and the method of valuation of securities. A clearly marked evidence of 
ownership (safckccpinp receipt) must bc supplied to the City and retained. Collateral 
shall be reviewed at least weekly to assure that the market value of the pledged securities 
is adequate. 

~ l l a t c ~ i ~  

The City of Mesquite shall accept only the following securities as collateral: . FDIC and FSLIC insurance coverage. 

. A bond, cerlificate of indebtedness, or Treasury Note ofthe United Stales, or other 
evidence of indebtedness o f  the Llnjted Smtes that isguaranteed as to principal and 
intcrcst by the United States. 

. Obligations, the principal and interest on which, are unconditionally guaranteed or 
insured by the State o f  Texas. 

A bond of the State o f  Tenas or of a county. city or other polilicsl st~bdivirion o f  the 
State of Texas having been rated as invcnmcnt grade (invesuneot rating no less than 
"A" or its equivnlcnt) by a nationally rcco.nized rating agency with a remaining 
mamriry of tell (10) years or los. 

All collateral nlrall bc subject to inspection and audit by the Director oiFinancc ar  the 
City's independent auditors. 

1X. PERFORMANCE - 
10 
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It is the policy of the City to purcllare investments with marurity dstes coinciding with 
cash flow needs. Through this strategy, the City anempts lo purclme the highest yielding 
allowable investments available on lhe market at that time. Market value will be 
calculaled on a quarterly basis on all rcct!rilies o\\ned and compared lo current bwk 
value ofthose securities to determine portfolio performance dsrring that period of time. 
The City's portfolio shall be designed with the objective ofregularly meeting or 
exceeding lhe average rate of return on U.S. Trensur/ Bills at a maturity level comparable 
to the City's weighted average n~afurity in days. 

X. REPORTiNG 

The Direaar of Fin- shall submit n rigled qvvlcrly investment report that 
summarizes cumcnt market conditions. economic develooments and anticioated 
invesuncnt conditions. The repon shall summarize investment strategies employed in the 
most recent qunrier and describe the portfolio in terms ofinresunent securities, 
maturities, i d  shall explain the totaiinvestment nhlm forthe quarler 

3 
@ The quarlerly invesunent repon shall include a summary of the slams oflhe cumnt - 

in\.cnment portfolio and 1r;msactiuns ulade aver the lhs t  quxtrr. Thts sumnluy will be 
prepared in a manner wluch will alluu the C81y lo asccrlaln trhclher in~esimcnt .~ctivities 
during the reporting period have conformed to the Investment Policy. The report will be 
provided lo the City Mmager and City Council. The repon will include the following: 

A listing of individual securities held at the cndof the reportmg period. 
Unrealized gains or losses resulting from appreciation or depreciation by 
listing lhe beginning and ending book and market value of securiticr for the 
period. 
Additions end changes to the market value during thc period. . 
Avemgc weighted yield to maturity of partfolio as compared to applieablc 
benchmark. 
L i s t i n  o f  invcrunents by maturity date. 
The p;mentage o l t h e  total ponfdio which each Npe of investment represents. 
Slatement of compliance of  the City's investment portfolio with state law and 
the investment strategy and policy approved by the City Council 
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XI. INVESTMENT POLICY .ADOPTION 

Tlke City of Mesquite invcsoncnt policy shall be adopted by resolution of the City 
Council. It is the City's inteat to comply wiU~ s a t e  laws and regulations. The City's 
investments policies slloll be subject to  revisions to stay current with changirig laws. 
regulations, and needs ofthe City. The policy shall be reviewed snt~ually by h e  City 
Council and any changes or tnoditicatioos must be approved by the City Council. 
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GLOSSARY OF 
COMMON TREASURY TERMINOLOGY 

A~cneics:  Federal agency sectlrilies. Coupon: (a) The .vmmlal raleof interest 
that a bond's issuer promises to pay the 

Asked: T h e  price at which ~curil ies are bondholder o n  thebond's face value. (b) 

offend. A cenificate attached to a hond 
evidencing interest due on apaynlem 

Bid: The price offered for securities. date. 

Broker: A broker brings buyers and Dealer: A dcaler, ns opposed lo a 

sellerr together for n camn~ission paid by broker, acts a principal inall 

the initiator ,,ftlle tnnsaelion or by both t-ctions. buying and selling for his 

sides; he doer not positiotl. In the awn account. 

money markel, brokers are active in Dcbeoturc: A bond securedonly by the 
markets in which banks buy and sell 
money and in interdealer markets. 

general credit ofthc issuer. 

Certificate of Dcposit(CD): A timc 
deposit with a specific maturity 
evidenced by a cenilicate. Largc- 
denomination CD'sare typically 
negotiable 

Collntrml: Securities, evidence of 
deoosit or other oroperty which a . . .  
borrower pledges to sccure repayment of 
a loan. Also refers to securities pledged 
by a bank to  secure deposits of  public 
modes. 

Comprehensive Annual F in~ncQl  
Report(CAFR): TIe oficial annual 
report far the City 01 Mesquite. It 
includes combined staamcnls and basic 
financial statements for each individual 
fund and account group prepared in 
conformity with GAAP. 1t;lsa includes 
supponing schedules ncccssary to 
demonstrate compliance with finance- 
rclatcd legal and conu~ctual provision. 
extensi.de introductory rnntcrial, and a 
detailed statistical rcction 

Delivery versus Payn~cnl: There are 
two methods ofdeliver) ofsecurilies: 
delivery versus payment and delivery 
Venus rcceipt(alro called free). Delivery 
versus payment is deli~~eryolsecurities 
with an exchange ormoney for the 
securities. Delivep versus receipt is the 
deliver) of rccurities with an exchange 
of a signed rcccipt far the sccurities. 

Discount The difference between the 
cost price of a security and is value a t  
m~ruriry when quoted at lower rhan face 
value. A sccurifyselling below originnl 
offcrina price shonly aficr sale also i s  
considired t o  be at a discount. 

DireountSccurities: Non.intercst 
bearing money market inrtrumenLr that 
are issued at a discount and redeemed at 
marwity for full face valuc,e.g., U.S. 
Trczrw Bills. 

Divcrsifiention: Dividinginvestmcnt 
funds among a variety of sccurilies 
offcring independent returns. 



Federal Credit Agencics: Agencics of 
the Fedenl government set u p  to supply 
credit to various classes of institutions 
and individuals, e.g. S&LSs, small 
business firms, students, farmers, f a n  
cooperatives, and exporten. 

Corpol.ntion(FDIC): A federal agency 
lhal insures b d  deposits, currently up 
to S100,OOO per deposit. 

Federal Funds Ratc: The rnte of 
interest at which Fed funds are traded. 
This rate is currently pegged by the 
Federal Reserve through open-nlnrket 
operations. 

Federal Hamc Loan Banks (FHLB): 
The institutions that regulate and lend to 
savings and loan associations. The 
Federal Home Loan Banks play a role 
analogous lo that played by the Fedeml 
Reserve Banks vis-a-vis member 
commercial banks. 

Federal Nntionnl iVlortgagc 
Axsocirtion(FNX1A): FNMA. like 
GNhf.4, was clinncred under the Federal 
National Mortgagc Association Act in 
1938. T;NMA is a fcdml corporation 
working under the suspiccs of the 
Deparunent of Housing and Urban 
Development. H.U.D. It is the largest 
single provider of residential mortgage 
funds in the Uuitcd Swtes. Fannie MW, 
as the corpontion is callcd, is a private 
stockholder-owned corpuration. Tllr 
corporation's purchases include a variety 
ofadjustable mortgages and second 
loans in addition to fixed-rate mortgages. 
FNMA's securities art also highly liquid 
and are widely accepted. FNMA 
assumes and g u m t c c s  tl~at all security 
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holders will receive timely payment of 
principal and interest. 

lederal Opco Marker 
Committcc(F0MC): Consists ofseven 

I, 
members ofthe Federal Reserve Board 
and five of the twelve Federal Reserve 
Bank Pres~denu. The President of the 
New York Federal Reserve Bank is n 
permanent rncmber while the other 
Presidents serve on a rotating basis. n~e - 
Comminee periodically meets to set 
Federal Resewe gttidelines regarding 
purchases and sales of Govemment 
Securities in the open-market as a means 
of influencing tlte rrolume of bulk credit 
and money. 

Federal Rcsewe System: The central 
bank of the United States created by 
Congress and consisting ola  seven 
member Board of Govemaqin 
Washington, D.C., 12 regional banks 
and about 5,700 cammercial banks that 
are members of the system. 

I 
Government National Martenee 
Assoeiution(GPih1A o r  ~ i n n i c ~ a e ) :  
Securities guaranteed by GNMA alid 
issued by mortgage ba&ers, commercial 
banks, savings and loan associations. 
and other instimtions. Security holder is 
protected by full bith and credit of the 
U.S. Government. Ginnie Mae 
securities are backed bv FHA. VA or 
FMHM mortgages. The t e n  pass 
through is oftcn wed to describe Ginnie 

Liquidity: A liquid asset is one hat  can 
be con\ened easily and rapidly into cash 
without a substantial loss of value. In 
thc money market, a security is said to 
Lw liquid if the spread between bid and 
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asked prices is narrow and reasonable other securities in the open market by the 
size can be don or those quotes. NFIV York Federal Reserve Bank us 

directed by the FOMC in order to 
Loenl Government lovcrtnrent influence the volume of money and 
Paol(LGIP): The aggregate ofall funds credit in the economy. Purchases inject 
hom political subdivisions that axe reserves into the bank system and 
placed for investment and reinvestment. stimulate growth of money and ercdit; 

sales have the opposite effect. Open 
Market Value: The pice at which o mxket operations are the Federal 
security is trading and could presumably Reserve's most imponant and most 
Ix purchased or sold. flexible monetary policy tool. 

Master Repurchase Agreement: To 
protect investors, many public investors by an investor. 
will request d ~ a t  repurchase agreements 
be preceded by a master repurchase Pr imsty Dealer: A gmup of 
agreement behvuen the investor and the government securities dealers that 
financial institution or dealer. The submit daily reports of market activity 
master ngrccment should define tlte and positions and monthly financial 
natureofthe transaction, identify the statemcne to the Federal Reserve Balk 
relationship between the parties. of New York and are subject to it 
establish normal practices regarding infomtal oversigl~t. Primary dealers 
ormenhipand custody ofthe collateral include Securities and Exchange 
securities during the tern ofthe Commission (SEC) registered securities 
investment, provide remedies in the case broker-dealers, banks and a few 
of default by either pnrp and clarify unregulated firms. 
issues of ownership. The martcr 
repurchase agreement protects the Prudent Pemon Rule: An investment 
investor by eliminating the uncertainty standard. lnvestmenls shall be maie 
ofownerrhip and hence, allowing with judgment and care, under 
investors to liquidate collateral if a bark circumrtanccs then prevailing, which 
or dealer defaults during the term of the persons of pmdence, discretion and 

intelligence exercise in the management 
oftheir own affairs, not for speculation, 

Maturity: The date upon which the but for invcsunent, considering the 
principal and stated value of nn probable safety of their capital a? well us 

the probable incomc to be derived. . 
Money markct: The market in which Q'lnlified Public Dcpositorics: A 
shon-term debt instruments (bills. financial institution whichdoes not 
commrrcial paper, bankers' acceptmces, claim exemption from the payment of 
etc.) arc issued and tmdcd. any sales or compensating use or nd 

valorem taxes under the lawsofthc 
Open Market Operations: Purchases state, uhich has segregated for the 
and sales of government and certain benefit of the commission eligible 
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collateral having n \,slue o f  not l rss than Treasury Bills: r\ "on-interest bearing 
its mk~imurn liability and which has discount security issued by the U.S. 
been approved by the Public Deposit Trensury to finance the national debt. 
Protection Commission to hold public Most bills are issued ta mature in b e e  
deposits. months, six months or one year. 

Rate ofReturn:  The yield obtainable 
ona security based on its purchase  rice 
or i u  current market price. This m i y  be 
lhean~ort izd yield to maturity on a 
bond o r  the clu7cnl income return. 

Repurebnsc Agreement (RP or 
RXPO): A 1,older o f  securities sells 
these securities to an investor with an 
agwcmcnt to repurchase tllrm at a fised 
price o n  a fixed-date. The security 
"buyer" in eilect lends the "seller" 
money for the period o f  the agreement, 
and the terms o f  the agreement arc 
shuctured com compensate him for this. 
k d e r s  us RP extensively t o  finance 
thclpositions. Emeption: when the 
Fcd is said to be doing RP. it is lending 
money, that is increasing bank rcscmes. 

Saickeeping: A senice  to customers 
rendered bv banks for a fee wherebv 
serllrit~es and valuables ofal l  t!pes and 
dercript~ons arc held in thc bmk'r vaults 
for protection. 

SEC R u l r  15C3-1: Scc uniform net 
capital rule. 

Sccondnrv Mnrkcl: A market made for 
the purchase and salc o f  outstanding 
issues following the initial distribution 

Securitia % Exchange Commhrion: 
Ancncv created by Conuress to crotcct 

Treasury Bond: Long-tenn U.S. 
Treosury securities having initial 
maturities of more than ten yeas .  

Treasuw Notes: Intermediate term 
coupon bearing U.S. Trcasury securities 
having initial maturities from one to ten 
years. 

Yield: The rate ofannual inconic rcturn 
on an  investment, expressed as a 
pcrcenlape. (a) Income Yield is obtained 
by dividing the current dollar income by 
tl~e current market price o f  the security. 
(h) Net Yield or Yield to Maturity is the 
current income yieldminus any 
premium above pas or plus any discount 
from p u  n purchase pricc, with the 
ndjustment spread over the period from 
the date of purchase to the date of 
mat~nity o f  the bond. 

Uoilbrrn Kft Capital Ralc: Sccuritier 
and Exchange Commission requirement 
that member firms s well as 
nonmember broker-dealers in securities 
maintain a ma..imum ration of 
indebtedness to liquid capital of IS to I: 
also called net capital mlc md net capital 
ratio. lndebtedncrs coven all money 
oucd to a firm, including margin loans 
and conunitmenu to purchase securities. 
one reason new public issues me spread 
among members of undenvriting 
syndicates. Liquid capital inclu&s cash 
and assets cosily convcried into cirsh. 


