WILLIAMSON COUNTY INVESTMENT COMMITTEE
MEETING AGENDA
October 24, 2011
2:00 p.m.

1. Accept/Approve agenda
2. Approve minutes of July 28, 2011

3. Review/Approve Investment Reports for July, August, and September, and the
Quarter Ending September 30, 2011

4. Review Investment Policy changes per the Texas Public Funds Investment Act
5. Economic Review

6. Misc.
7

. Adjourn



WILLIAMSON COUNTY INVESTMENT COMMITTEE
MINUTES
July 28, 2011

The Williamson County Investment Committee met on Thursday, July 28, 2011 at 10:00 a.m. in
the County Judge’'s Conference Room. Committee members present were; Dan A, Gattis,
County Judge, Valerie Covey, Commissioner, Pct. 3, Deborah M. Hunt, County Tax
Assessor/Collector, and Vivian L. Wood, County Treasurer. Greg Warner and new partner, Dan
Grant, representing First Southwest Asset Management (FSAM) were also in attendance.

Mr. Gattis called the meeting to order at 10:30 p.m. A motion was made by Ms. Covey to
accept and approve the agenda as presented, second by Ms. Hunt. Motion carried.

Minutes of July 28, 2011, were reviewed. A motion was made by Ms. Hunt to accept the
minutes as presented, second by Ms. Covey. Motion carried.

Mr. Warner provided insight to the Economic Review, suggesting that the Global Economy looks
to be flat lined. The continued talk of the raising of the U.S. Debt Ceiling and the number of
unempioyed workers are indicators that there does not appear to be any upswing in the
economy in the near future. He noted that the US Treasury will continue to issue less debt and
the supply of federal investment opportunities will continue to decline. The lack of changes in
the present country-wide economy is an indicator that interest rates will not be rising without
significant changes in the U.S. economic policy. Mr. Warner also noted that the short term
interest bond rates are running a little higher and that the local government investment pool
rates have seen a small increase. Ms. Wood that the TexPool PRIME rates had dropped due to
the State Comptroller Susan Combs request that the fund management at Federated Investors
divest the pool of foreign market investments. Mr. Warner noted that LOGIC did not back out
but would not be investing new funds with foreign markets. Mr. Gattis request that we check into
investing Tobacco Funds out longer term and discussion was held in regard to what other
investments were available for the Tobacco Funds. Consensus was that the Tobacco Fund be
invested for a longer term.

The Committee reviewed and discussed the investment Reports for Quarter Ending June 30,
2011 and monthly Investment Reports for April, May, and June 2011. Ms. Wood responded to
questions about the financial reports followed by a committee discussion. A motion was made
by Ms. Covey to accept the Investment Reports as presented, second by Ms. Hunt. Motion
carried.

Public Funds Investment Act Training Certifications were presented for Vivian L. Wood, County
Treasurer and Kathy S. Kohutek, First Assistant County Treasurer. A motion was made by Ms.
Covey to approve said certificate, second by Ms. Hunt. Motion carried.

Mr. Gattis declared the meeting adjourned at 11:30 a.m.
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ALL LONGTERM INVESTMENT TOTALS BY MONTH & YEAR OF MATURITY
AS OF10/18/11

MATURITY CALLABLE

ACCOUNT NET AMOUNT DATE DATE TOTAL
TOBACCO CD USB 2,200,000.00 10/30/2011
OCTOBER 2011 TOTAL 2,200,000.00
2007 ROAD BONDS 2,086,500.00 12/6/2011
2007 PARK BONDS 2,986,500.00  12/6/2011
DECEMBER 2011 TOTAL 5,973,000.00
ROAD & BRIDGE 2,995,120.00  1/17/2012
CO SERIES 2006 2,995,120.00 1/17/2012
2007 ROAD BONDS 9,960,544.44  1/20/2012
2007 ROAD BONDS 4,982,877.78  1/27/2012
JANUARY 2012 TOTAL 20,933,662.22
COCLERK ARCHIVE CD USB 500,000.00 3/12/2012
2007 ROAD BONDS CD CENTRAL NB 3,000,000.00 3/16/2012
MARCH 2012 TOTAL 3,500,000.00
GENERAL FUND 4,979,451.39 5/7/2012
MAY 2012 TOTAL 4,979,451.39
2007 ROAD BONDS 4,974,500.00 7/3/2012
DEBT SERVICE CD USB 7,500,000.00 7/29/2012
JULY 2012 TOTAL 12,474,500.00
GENERAL FUND CD CENTRAL NB 2,000,000.00 9/12/2012
COCLERK ARCHIVE CD USB 500,000.00  9/12/2012
SEPTEMBER 2012 TOTAL 2,500,000.00
TOBACCO CD USB 1,000,000.00  3/15/2013
MARCH 2013 TOTAL 1,000,000.00
GENERAL FUND 3,000,000.00 6/7/2013 12/7/2011
2007 ROAD BONDS 5,000,000.00 6/7/2013  12/7/2011
JUNE 2013 TOTAL 8,000,000.00
GENERAL FUND 3,008,575.50 7/5/2013 71512012
2007 ROAD BONDS 5,014,287.50 7/5/2013 71512012
2007 ROAD BONDS 10,700,000.00 7/26/2013  7/26/2012
JULY 2013 TOTAL 18,722,863.00
2007 ROAD BONDS 4,990,750.00 10/18/2013  4/18/2012
OCTOBER 2013 TOTAL 4,990,750.00
TOTAL 85,274,226.61
as of 10/18/20112:38 PM W\Chstore\WUsers\CVillarreaNCharts\Investment by Month as of MAR 25



2011 PFIA Legislative Changes

HB 2226
Numerous PFIA clarifications and changes. Effective immediately,

HB 2346
Authorize a port or navigation district to purchase, sell, and invest its funds and funds under its control

in negotiable certificates of deposit. Effective September 1, 2011

SB 1543
Authorizes some independent school districts to purchase, sell, and invest its funds and funds under its

control in corporate bonds with restrictions. Effective September 1, 2011

HB 2226
SECTION 1. Section 2256.005(b), Government Code, is amended to read as follows:

(b} The investment policies must:
(4) include:
{F) procedures to monitor rating changes in investments acquired with public funds and the

liguidation of such investments consistent with the provisions of Section 2256.021.

Analysis:
* May require Investment Policy modification to establish credit rating monitoring procedures. Affected

Obligations include:
o Obligations of States (other than Texas}, Agencies, Counties, Cities and Qther Political
Subdivisions [Section 2256.009{a)(5}]
= Rated not less than A or its equivalent by at least one nationally recognized investment
rating firm
o Bankers’ Acceptances (Section 2256.012)
= Accepted by a bank rated not less than A-1 or P-1 or an equivalent rating by at least one
nationally recognized rating agency
o Commercial Paper (Section 2256.013)
= Rated not less than A-1 or P-1 or an equivalent by at least two nationally recognized
rating agencies, or; Rated not less than A-1 or P-1 or an equivalent by one nationally
recognized rating agency plus fully secured by an irrevocable letter of credit issued by a
domestic bank
o Mutual Fund [Section2256.014 {b) and (c)]
® Rated not less than AAA or its equivalent by at least one nationally recognized
investment rating firm
* Money Market Mutual Funds {MMMFs) are not required to be rated.
o Investment Pools [Section 2256.016]
* Rated not less than AAA or an equivalent rating by at least one nationally recognized
rating service.

e e . e
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SECTION 2. Section 2256.007(d}, Government Code, is amended to read as follows:

(d) Aninvestment officer shall attend a training session not less than once each state fiscal biennium [in-a-twe-
year-period] and may receive training from any independent source approved by the governing body of the state
agency.

Analysis:
e Clarifies the two year training cycle start and end dates.

* Includes State Agencies, Institutions of Higher Education including Community Colleges.

SECTION 3. Sections 2256.008(a) and (b}, Government Code, are amended to read as follows:

{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:

(2) except as provided by Subsections (b} and (e), 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.

(b} An investing entity created under authority of Section 52(b), Article Ill, or Section 59, Article XV, Texas
Constitution, that has contracted with an investment management firm under Section 2256.003(b} and has
fewer than five full-time employees 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 of the two consecutive fiscal years after that date.

Analysis:
® Clarifies that the local government and water district two year training cycle begins on the first day of
that government’s fiscal year.
¢ This change is intended to make the monitoring process easier for the entity and coincides with their

budget period when allocating funds for training.

SECTION 4. Section 2256.009(a), Government Code, is amended to read as follows:

(a) Except as provided by Subsection (b), the following are authorized investments under this subchapter:
(4) other obligations, the principal and interest of which are unconditionally guaranteed or insured by,
or backed by the full faith and credit of, this state or 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 credit of the United States;

Analysis:
* Clarifies that obligations that are fully guaranteed or insured by the Federal Deposit Insurance

Corporation or have the explicit full faith and credit of the United States are allowed investments.

UNT - Center for Public Management Page 2
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SECTION 5. Section 2256.010(b)}, Government Code, is amended to read as follows:

{b) In addition to 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 2256.025: or

(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;

(4) the investing entity appoints the depository institution selected by the investing entity under
Subdivision (1), an entity described by Section 2257.041(d), or a clearing broker-dealer registered with the
Securities and Exchange Commission and operating pursuant to Securities and Exchange Commission Rule 15¢3-

3 (17 C.F.R. Section 240.15c3-3) [aets] as custodian for the investing entity with respect to the certificates of
deposit issued for the account of the investing entity[;and

N PR I-

depositerinstitutienselected-underSubdivision{1}

Analysis:
* Expands the sources of CDARS-type deposits by: { may require investment policy modification)

¢ Allowing investments through a Broker that has a main or branch office in this state and is on the
qualified broker / dealer list approved by the governing body, and meets specific registration
requirements.

* Reciprocal deposit language has been removed.

SECTION 6. Section 2256.011(a), Government Code, is amended to read as follows:

{a) A fully collateralized repurchase agreement is an 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 2256.009(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

Analysis:
» Clarifies that “cash” is eligible in combination with obligations described by Section 2256.009{a){1) to

secure a repurchase agreement. (May require investment policy modification). Language as previously
written was an operational restriction to many repurchase agreement providers. This change will
facilitate broader participation from investor community when governmental entities are looking to
enter into a flexible repurchase agreement.

UNT ~ Center for Public Management Page 3
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SECTION 7. Section 2256.016, Government Code, is amended by amending Subsections (a), (c), and (f) and
adding Subsections (i}, (j), and (k) to read as follows:

(a) An entity may invest its funds and funds under 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 authorized investments
permitted by this subchapter. An investment pool may invest 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 poal.

{c} To maintain eligibility 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:

() the yield and expense ratio of the pool, including a statement regarding how vield is calculated;

(f) To be eligible to receive funds from and invest funds on behalf of an entity under this chapter, a public funds
investment pool created to function as a money market mutual fund must mark its portfolio to market daily,
and, to the extent reasonably possible, stabilize at a 51 net asset value. If the ratio of the market value of the
portfolio divided by the book value of the portfolio is less than 0.995 or greater than 1.005, portfolio holdings
shall be sold as necessary to maintain the ratio between 0.995 and 1.005. In addition to the requirements of its
investment policy and any other forms of reporting, a public funds investment pool created to function as a
money market mutual fund shall report yield to its investors in accordance with regulations of the federal
Securities and Exchange Commission applicable to reporting by money market funds.

(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.

(i} To maintain eligibility to receive funds from and invest funds on behalf of an entity under this chapter, an
investment pool must make available to the entity an annual audited financial statement of the investment pool
in which the entity has funds invested.

{k} If an investment pool offers fee breakpoints based on fund balances invested, the investment pool in
advertising investment rates must include either all levels of return based on the breakpoints provided or state
the lowest possible level of return based on the smallest level of funds invested.

Analysis:
o Clarifies and expands specific investment pool requirements. (May require investment policy

maodification).

* Clarifies that pools can only use money market mutual funds whose authorized investments are
consistent with their own investment policy and authorized investments.
Money market mutual funds are eligible investments for investment pools.

s Investment pools must include a statement on how yield is calculated.

* Investment pools functioning as a MMMF must report yield in accordance with SEC regulations.

e If the investment pool operates a website it must provide all information required in the offering circular
2256.016(b), monthly newsletter 2256.016(c)(2), and standardized SEC 7 day net yield 2256.016(f) on
their website.

¢ Investment pools must provide an annual audited financial statement.

* Investment pools must disclose fee breakpoints or state the lowest possible level of return based on the
smallest ievel of funds invested.

L———————————— Ve
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SECT!ION 8. Section 2256.019, Government Code, is amended to read as follows:

Sec. 2256.019. RATING OF CERTAIN INVESTMENT POOLS. A public funds investment pool must be continuously
rated no lower than AAA or AAA-m or at an equivalent rating by at least one nationally recognized rating service
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Analysis:
* Removes the “Investment Grade” pool language in 2256.019 to make it consistent with 2256.016 (h}. It

does not impact any active or current pool.

SECTION 9. Section 2256.023(b}, Government Code, is amended to read as follows:

(b} The report must:
(4) contain a summary statement];
prineiples;] of each pooled fund Broup that states the:
(A) beginning market value for the reporting period;
(B) [additi i iod;
(5) state the book value and market value of each separately invested asset at the [beginning-and] end
of the reporting period by the type of asset and fund type invested;

Analysis:
* Clarifies specific investment report requirements. May require investment pool modification).

® Removes GAAP language due to accounting issues with interim (quarterly) statement
®* Removes addition and.changes to market valye due to appearances of gains and losses,




