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Director of Finance

March 8, 2009

Mayor Matthew T. Doyle and
Members of the City Commission

Dear Mayor and City Commissioners:

Since the economic downturn, the Mayor and | have been exploring and researching various investment
options for the City’s investment portfolio. Historically, the City has heavily invested its funds in Treasury or
Agency instruments, which have yielded adequate returns for the City; this has since changed. Per the City’s
Investment Policy, the main investment objectives in order of priority are preservation and safety of principal,
liquidity, and yield. Given these objectives, | would like to recommend the City participate in a Certificate of
Deposit Account Registry Service or CDARS program.

CDARS is a deposit placement service offered by nearly 3,000 financial institutions that are members of the
CDARS network. The service allows investors to access $50 million or more in FDIC coverage for CD
investments. It's one of safest vehicles for investors and is an excellent alternative to investing in Treasuries or
other fixed income investments. It offers safety, convenience, rate of return and flexibility. Historically, rates for
CDs placed through CDARS have compared favorably to Treasuries and, like Treasuries, FDIC insurance is
backed by the full faith and credit of the U.S. government. CDARS works by allocating funds into CDs issued
by banks that are members of the CDARS network. This occurs in increments below the standard FDIC
insurance maximum, so that both principal and interest are eligible for complete FDIC protection. As a result,
the City can access multi-million dollar FDIC insurance coverage from many sources while working with just
one financial institution and receiving one regular, consolidated account statement summarizing its CD’s.

The City has chosen SWBC Investment Service LLC, a registered broker/dealer, to serve as its financial
institution for the CDARS program. SWBC will handle the City’s deposit placements, which will be at the full
discretion of the City and its investment needs. CDARS is in compliance with the Texas Public Funds
Investment Act (TPFIA).

The authorized signers for this account will be Matthew T. Doyle, Mayor, Cheryl T. Hunter, Director of Finance
and Laura R. Boyd, Assistant Director of Finance.

If you have any questions regarding the above, please feel free to contact me or the Mayor. Thank you.
Sincerely,
f/yfd At

//

Cheryl T. Hunter
Director of Finance

“ QPS— Quality Public Service”
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