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The College District shall invest all available funds in conformance
with these legal and administrative guidelines.

The President and other person(s) designated by Board resolution
shall serve as the investment officer(s) of the College District and
shall invest College District funds as directed by the Board and in
accordance with the College District’s written investment policy and
generally accepted accounting procedures. All investment transac-
tions except investment pool funds and mutual funds shall be set-
tled on a delivery versus payment basis.

A trading resolution shall be established with this investment policy,
authorizing the investment officer(s) or agent to engage in invest-
ment transactions on behalf of the College District. The trading
resolution shall be used to establish brokerage and banking ac-
counts in the performance of this policy. The persons authorized
by the trading resolution to transact business for the College Dis-
trict are also authorized to approve wire transfers used in the pro-
cess of investing.

The standard of prudence to be used in the investment function
shall be the “prudent person” standard and shall be applied in the
context of managing the overall portfolio. This standard states:

“Investments shall be made with judgment and care, under
circumstances then prevailing, which persons of prudence,
discretion, and intelligence exercise in the management of
their own affairs, not for speculation, but for investment, con-
sidering the probable safety of their capital as well as the ex-
pected income to be derived.”

The College President, investment officers, and those delegated in-
vestment authority under this policy, when acting in accordance
with the written procedures and all applicable policies and in ac-
cordance with the Prudent Person Rule, shall be relieved of per-
sonal responsibility and liability in the management of the College
District’s portfolio provided that deviations from expectations for a
specific security’s credit risk or market price change or portfolio
shifts are reported in a timely manner and that appropriate action is
taken to control adverse market effects.

From those investments authorized by law and described further in
CAK(LEGAL) under Authorized Investments, the Board shall permit
investment of College District funds, including bond proceeds and
pledged revenue to the extent allowed by law, in only the following
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investment types, consistent with the strategies and maturities de-
fined in this policy:

1.

10.

11.

12.

Obligations of, or guaranteed by, governmental entities, as
permitted by Government Code 2256.009.

Certificates of Deposit and share certificates as permitted by
Government Code 2256.010.

Fully collateralized repurchase agreements permitted by Gov-
ernment Code 2256.011.

A securities lending program as permitted by Government
Code 2256.0115

Banker’s acceptances as permitted by Government Code
2256.012.

Commercial paper as permitted by Government Code
2256.0013

No-load mutual funds, except for bond proceeds, and no-load
money market mutual funds as permitted by Government
Code 2256.014.

A guaranteed investment contract as investment vehicle for
bond proceeds, provided it meets the criteria and eligibility re-
quirements established by Government Code 2256.105

Public funds investment pools as permitted by Government
Code 2256.016

Cash management and fixed income funds as permitted by
Government Code 2256.020.

Negotiable certificates of deposits as permitted by Govern-
ment Code 2256.020.

Corporate bond, debentures, or similar debt obligations as
permitted by Government Code 2256.020.

Investments in collateralized mortgage obligations are strictly pro-
hibited. In accordance with Texas state law, the following are not
authorized investments:

1.

Obligations whose payment represents the coupon payments
on the outstanding principal balance of the underlying mort-
gage-backed security collateral and pay no interest;
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2. Obligations whose payment represents the principal stream of
cash flow from the underlying mortgage-backed security col-
lateral and bears no interest;

3. Collateralized mortgage obligations that have a stated final
maturity of greater than ten years; and

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

The primary goal of the investment program is to ensure safety of
principal, to maintain liquidity, and to maximize financial returns
within current market conditions in accordance with this policy. In-
vestments shall be made in a manner that ensures the preserva-
tion of capital in the overall portfolio, and offsets during a 12-month
period any market price losses resulting from interest-rate fluctua-
tions by income received from the balance of the portfolio. No indi-
vidual investment transaction shall be undertaken that jeopardizes
the total capital position of the overall portfolio.

In accordance with Government Code 2256.005(b)(3), the quality
and capability of investment management for College District funds
shall be in accordance with the standard of care, investment train-
ing, and other requirements set forth in Government Code Chapter
2256.

Any internally created pool fund group of the College District shall
have a maximum dollar weighted maturity of 180 days. The maxi-
mum allowable stated maturity of any other individual investment
owned by the College District shall not exceed one year from the
time of purchase. The Board may specifically authorize a longer
maturity for a given investment, within legal limits.

The College District’s investment portfolio shall have sufficient li-
quidity to meet anticipated cash flow requirements.

The investment portfolio shall be diversified in terms of investment
instruments, maturity scheduling, and financial institutions to re-
duce risk of loss resulting from overconcentration of assets in a
specific class of investments, specific maturity, or specific issuer.

The investment officer(s) shall monitor the investment portfolio and
shall keep the Board informed of significant changes in the market
value of the College District’s investment portfolio. Information
sources may include financial/investment publications and elec-
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tronic media, available software for tracking investments, deposi-
tory banks, commercial or investment banks, financial advisers,
and representatives/advisers of investment pools or money market
funds. Monitoring shall be done more often as economic conditions
warrant by using appropriate reports, indices, or benchmarks for
the type of investment.

In accordance with Government Code 2256.005(b), the investment
officer(s) shall develop a procedure to monitor changes in invest-
ment ratings and to liquidate investments that do not maintain sat-
isfactory ratings.

Consistent with the requirements of state law, the College District
requires all banks, savings banks, and credit union deposits to be
federally insured or collateralized with eligible obligations. Financial
institutions serving as College District depositories shall be re-
quired to sign an agreement with the College District in compliance
with federal regulations. The agreement shall require compliance
with the PFIA and this investment policy, establish an independent
custodian for all pledged collateral, define the eligible collateral and
the College District's rights to the collateral in case of default, bank-
ruptcy, or closing, and establish a perfected security interest in
compliance with federal and state regulations.

For financial institution deposits, the eligible types of collateraliza-
tion of deposits are defined by the “Public Funds Collateral Act”
(Chapter 2257, Texas Government Code). The eligibility of specific
issues may at times be restricted or prohibited, at the sole discre-
tion of the College District.

For repurchase agreements, collateral underlying the repurchase
agreement is limited to cash and U.S. government and agency ob-
ligations, which are eligible for wire transfer (i.e., book entry) to the
College District’'s designated custodian through the Federal Re-
serve System.

Collateral is valued at current market plus interest accrued through
the date of valuation.

For financial institution deposits, the College District requires
monthly reports with market values of pledged securities from all fi-
nancial institutions with which the College District has collateralized
deposits. The College District shall regularly monitor the adequacy
of collateral.

4 of 7



Galveston College
084502

APPROPRIATIONS AND REVENUE SOURCES CAK

INVESTMENTS

Collateral
Substitution

Collateral
Reductions

Funds / Strategies

Operating and
Operating Reserve
Funds

Debt Service Funds

Custodial (Agency)
Funds

ADOPTED: 3/8/2023
CAK(LOCAL)

(LOCAL)

For repurchase agreements, regular monitoring by the College Dis-
trict of all collateral underlying repurchase agreements shall be re-

quired. More frequent monitoring may be necessary during periods
of market volatility.

Collateralized deposits often require substitution of collateral. Any
broker/dealer or financial institution requesting substitution must
contact the investment officer(s) for approval and settlement. The
substituted collateral’s value will be calculated and substitution ap-
proved if its value is equal to or greater than the required value
[see Collateral Levels]. The investment officer(s) shall give immedi-
ate notification of the decision to the custodian holding the collat-
eral. Substitution is allowable for all transactions but should be lim-
ited, if possible, to minimize potential administrative problems and
transfer expense. The investment officer(s) may limit substitution
and assess appropriate fees if substitution becomes excessive or
abusive.

Should the collateral’s market value exceed the required amount,
any broker/dealer or financial institution may request approval from
the investment officer(s) to reduce collateral. Collateral reductions
may be permitted only if the College District’s records indicate that
the collateral’s market value exceeds the required amount.

Investments of the following fund categories shall be consistent
with this policy and in accordance with the applicable strategy de-
fined below. All strategies described below for the investment of a
particular fund should be based on an understanding of the suita-
bility of an investment to the financial requirements of the College
District and consider preservation and safety of principal, liquidity,
marketability of an investment if the need arises to liquidate before
maturity, diversification of the investment portfolio, and yield.

Investment strategies for operating funds and operating reserve
funds (including any commingled pools containing operating funds)
shall have as their primary objectives the preservation and safety
of principal, investment liquidity, and maturity sufficient to meet an-
ticipated cash flow requirements.

Investment strategies for debt service funds shall have as their pri-
mary objectives preservation and safety of principal, investment li-
quidity, and maturity sufficient to meet anticipated cash flow re-
quirements.

Investment strategies for custodial (agency) funds shall have as
their primary objectives preservation and safety of principal, invest-
ment liquidity, and maturity sufficient to meet anticipated cash flow
requirements.
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Investment strategies for capital project funds shall have as their

primary objective the preservation and safety of the principal and

sufficient investment liquidity to timely meet capital project obliga-
tions. Maturities longer than one year are authorized provided le-
gal limits are not exceeded.

The College District shall retain clearly marked receipts providing
proof of the College District’s ownership. The College District may
delegate, however, to an investment pool the authority to hold legal
title as custodian of investments purchased with College District
funds by the investment pool.

Securities shall only be purchased from those institutions included
on the College District’'s approved list of brokers/dealers. This list
of approved brokers/dealers shall be reviewed at least annually by
the College District’s investment officers.

Prior to handling investments on behalf of the College District, a
broker/dealer or qualified representative of a business organization
must submit required written documents in accordance with law.

Representatives of brokers/dealers shall be registered with the
Texas State Securities Board and must have membership in the
Securities Investor Protection Corporation (SIPC), and be in good
standing with the Financial Industry Regulatory Authority (FINRA).

In order to get the best return on its investments, the College Dis-
trict may solicit bids for certificates of deposit in writing, by tele-
phone, or electronically, or by a combination of these methods.

To reduce exposure to changes in interest rates that could ad-
versely affect the value of investments, the College District shall
use final and weighted-average-maturity limits and diversification.

The College District shall monitor interest rate risk using weighted
average maturity and specific identification.

A system of internal controls shall be established and documented
in writing and must include specific procedures designating who
has authority to withdraw funds. Also, they shall be designed to
protect against losses of public funds arising from fraud, employee
error, misrepresentation by third parties, unanticipated changes in
financial markets, or imprudent actions by employees and officers
of the College District. Controls deemed most important shall in-
clude:

1.  Separation of transaction authority from accounting and
recordkeeping and electronic transfer of funds.
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evaluations, transactions, and rationale.
7. Avoidance of bearer-form securities.

These controls shall be reviewed by the College District’s inde-
pendent auditing firm.

The investment officer(s) shall submit quarterly reports to the
Board containing sufficient information to permit an informed out-
side reader to evaluate the performance of the investment pro-
gram. At a minimum, this report shall contain:

1. Beginning and ending market value of the portfolio by market
sector and total portfolio;

2. Beginning and ending carrying (book) value of the portfolio by
market sector and total portfolio;

3. Transactions that change market and book value;

4. Detail reporting on each asset (book, market, and maturity
dates at a minimum);

5. Overall current yield of the portfolio;
6. Overall weighted average maturity of the portfolio; and
7.  Maximum maturities in the portfolio.

The report shall be prepared jointly by all involved in the invest-
ment activity and signed by the investment officers.

The Board shall review this investment policy and investment strat-
egies not less than annually and shall document its review in writ-
ing, which shall include whether any changes were made to either
the investment policy or investment strategies.

In conjunction with the annual financial audit, the College District
shall perform a compliance audit of management controls on in-
vestments and adherence to the College District’s established in-
vestment policies.
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