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WINDHAM BOARD POLICY

SUBJECT: WINDHAM SCHOOL DISTRICT INVESTMENT POLICY

AUTHORITY: Chapter 2256Public Funds Investment Achdreinafter“Act”) , Texas
Government CodeTax Reform Act of 1986; Investment Company Act of
1940,15 U.S.C. Section 80a-&t seq.; Investment Advisers Act of 1940,
15 U.S.C. Section 80b-®t seq.;Chapter 2257Public Funds Collateral
Act, Texas Government Cod8ecurities Exchange Act of 1934 U.S.C.
Section 78a,et seq.as amendedand Chapters 573 and 791, Texas
Government Code.

APPLICABILITY:  Windham School District (WSD)

POLICY:

The Windham School District shall invest funds in a manner which gregderve the principal
of funds invested while meeting the daily cash flow demands of tHe 88 conforming to the
provisions of the operative bond ordinance, resolution, or trust agreememisg®utstanding
bonds over which the WSD has control, and to all statutes governing ttstmew of WSD

funds, including, but not by way of limitation, Chapter 2288blic Funds Investment Adiexas

Government Code. The requirements of this policy do not apply to an irresdionated for a
particular purpose or under terms of use specified by the donor.

DEFINITIONS:

l. General

“Bond Proceeds” are the proceeds from the sale of bonds, notes, and atiegrools|
issued by the WSD, and reserves and funds maintained by the WSD fasedabe
purposes.

“Funds” are public funds in the custody of a state agency or locatrgoeet that: (1)
are not required by law to be deposited in the state treasury2ptite(investing entity
has authority to invest.
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“Investment Pool” is an entity created under e to invest public funds jointly on
behalf of the entities that participate in the pool and whose investshgectives in order
of priority are: (1) preservation and safety of principal; (2) liquidity; and (3).yie

“Pooled Fund Group” is an internally created fund of an investing entitich one (1)
or more institutional accounts of the investing entity are invested.

“Repurchase Agreement” is a simultaneous agreement to buy, hadsfoecified time,
and sell back at a future date, obligations described by Section 2256.009(a@Xas

Government Code, at a market value at the time the funds are ddspénsot less than
the principal amount of the funds dispersed. The term includes a dreatity

repurchase agreement and reverse security repurchase agreement.

For reporting purposes, the following definitions are provided irAttie

A. “Book Value” is the original acquisition cost of an investment plusinus the
accrued amortization or accretion.

B. “Market Value” is the current face or par value of an investmuultiplied by the
net selling price of the security as quoted by a recognized maniketg source
guoted on the valuation date.

For purposes of defining a qualified representative, the followugelines should be
used:

“Qualified Representative” is a person who holds a position with adssiorganization,
who is: 1) authorized to act on behalf of the business organization; ame 2)) of the
following:

A. For a business organization doing business that is regulated bystemredjiwith a
securities commission, a person who is registered under the rules Hational
Association of Securities Dealers;

B. For a state or federal bank, savings bank, or state or fededht anion, a

member of the loan committee for the bank or branch of the bank, oranpers
authorized by corporate resolution to act on behalf of and bind the banking

institution;

C. For an investment pool, the person authorized by the elected adfiti@hrd with
authority to administer the activities of the investment pool andjtotlse written
instrument on behalf of the investment pool; or

D. For an investment management firm registered unddn#estment Advisors Act
of 19400r, if not subject to registration under that act, registered thehState
Securities Board, a person who is an officer or principal of the timesd
management firm.
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PROCEDURES:

l. Scope

The WSD shall endeavor to earn a return on funds invested at the higrestment
return possible after taking into account the primary goals of pags®r of principal and
liquidity of funds invested, consistent with the policy objectives desdrbelow. This
policy applies to all financial assets controlled by the WSDadudition to this policy,

bond funds, including debt service and reserve funds, shall be managed bymgpverni
statutes, bond ordinance, resolution, trust agreements, and federalclading theTax
Reform Act of 198@&nd subsequent legislation. These funds are accounted for in the
WSD Annual Financial Report and include:

A. General Fund;

B. Special Revenue Funds;

C. Capital Project Funds;

D. Debt Service Funds;

E. Enterprise Funds;

F. Agency Funds; and

G. Expendable Trust Funds.

Il. Prudence

Investments shall be made with judgment and care under circumsthaoegrevailing

which persons of prudence, discretion, and intelligence exercise mahagement of

their own affairs, not for speculation, but for investment, consideringrtitgable safety

of their capital as well as the probable income to be derived. énndieing whether an

Investment Officer has exercised prudence with respect to annremsdecision, the

determination shall be made taking into consideration:

A. The investment of all funds, or funds under the WSD’s control, over whéch
officer had responsibility rather than a consideration as to the pridércsingle

investment; and

B. Whether the investment decision was consistent with the WSDigenw
investment policy.

It should be noted that in a diversified portfolio, occasional measursésl@se inevitable and
must be considered within the context of the overall portfolio’s retufhe WSD Board of
Trustees (Board) retains ultimate responsibility as fiduciaries of tHe'$\é&Ssets.



WBP-11.12 (rev. 3)
Page 4 of 24

Objectives

Investment funds shall be governed by the following investment objectives, in order of
priority:

A. Preservation and Safety of Principal

Investments of the WSD shall be undertaken in a manner that sesksute the
preservation and safety of principal in the overall portfolio. Toiratthis
objective, diversification along credit, with the exception of UnitadteS
Treasury obligations, and maturity lines is required in order thanpal losses
on individual securities do not exceed the income generated from the rentdinde
the portfolio. Safety is further assured by requiring adequate and appgopr
collateral.

B. Liquidity

The investment portfolio shall remain sufficiently liquid to enalle YWSD to
meet all operating requirements which might be reasonably anticipated.

C. Yield

The investment portfolio shall be designed with the objective of attaining a market
rate of return (i.e., yields equal to or greater than the yield wited) States
Treasury obligations of comparable maturity) throughout budgetary andrac
cycles, taking into account the investment risk constraints and #te flav
characteristics of the portfolio.

Delegation of Authority and Training
A. Delegation of Authority

Authority to manage the investment program is derived from Aot
Management responsibility for the investment program is herebgaletéto the
Chief Financial Officer, who for the purposes of this policy, shalidferred to
herein as the Investment Officer. The Investment Officer gsadiblish written
procedures for the operations of the investment program consistenthweth
policy and the provisions of the trust agreements in relation to tB®'$V
outstanding bonds, lease purchase agreements, and any trust agreeotieet or
instrument securing indebtedness of the WSD issued after the adoptilis of

policy.

Procedures include references to safekeeping, master repurcreesaeags, wire
transfer agreements, collateral/depository agreements and baskmmges
contracts. Such procedures shall include explicit delegation of awythori
persons responsible for investment transactions. NoO person may emgage
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investment transaction except as provided under the terms of thiy, pblc
procedures established by the Investment Officer, and when applichble, t
provisions of the operative bond documents and trust agreements securing
outstanding bonds over which the WSD has control.  All requirements for
eligibility of the Investment Officer shall apply to all persamsponsible for
investment transactions for the WSD (hereinafter Investors). r @the pursuant

to the existing trust agreements, which require that certain fo@dsvested by

the Trustee upon direction of the WSD, or pursuant to a contract with an
Investment Advisor, the Investment Officer shall be responsible for a
transactions undertaken under this policy. The Investment Officdresiablish

a system of controls to regulate the activities of the Investbrastees,
Investment Advisors and subordinate officials.

B. Training

An Investment Officer shall attend a training session not less énce in a two-
year period and may receive training from any independent source apjoved
the Board. The Investment Officer shall prepare a report on Subch@pte
“Authorized Investments for Governmental Entities,” of tha and deliver the
report to the Board not later than the 180th day after the last degcbfregular
session of the legislature.

Each member of the Board and the Investment Officer are requir&kdiion
2256.007(a) of théAct to attend investment training relating to the person’s
responsibilities under thé&ct within six (6) months after taking office or assuming
duties. Training must include education in investment controls, seciskty,
strategy risks, market risks, diversification of investment paotfoland
compliance with théct

Investment Advisor

The WSD may contract with an investment management firm teegis under the
Investment Advisers Act of 1940 with the State Securities Board to provide for the
investment and management of its public funds or other funds under itel.cotr
contract made under authority of tAet may not be for a term longer than two (2) years.
A renewal or extension of the contract must be made by the WSi¢dés, ordinance, or
resolution.

The Act does not prohibit the WSD or the WSD’s Investment Officer fromgusVSD
employees or the services of a contractor of the WSD to aidtlestment Officer in the
execution of the Investment Officer’s duties under this policy.

Ethics and Conflicts of Interest

Officers and employees involved in the investment process shalinréfom personal
business activity that could conflict with the proper execution oinvestment program,
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or which could impair ability to make impartial investment decisiorGonflicts of
interest, as defined in Section 2256.005(i) of Ala¢ shall be reported to the Board and
the Texas Ethics Commission.

The investment procedures established by the Investment Officémpshabe for any
person involved in investment activity for the WSD to sign the “InveStatification of
Ethical Understanding” (Attachment A).

Reporting

A. The Investment Officer shall submit to each member of thedBaavritten report
of investment transactions no less than on a bi-monthly basis. The report must:

1.

Describe in detail the investment position of the WSD on the dates of
report;

Be prepared and signed by the Investment Officer of the WSD;

Contain a summary statement, prepared in compliance with ggnerall
accepted accounting principles, of each pooled fund group that states the:

a. Beginning market value for the reporting period;

b. Additions and changes to the market value during the period,;
C. Ending market value for the period; and

d. Fully accrued interest for the reporting period;

State the book value and market value of each separately investedtas
the beginning and end of the reporting period by the type of asset and fund
type invested,;

State the maturity date of each separately invested bhasaat a maturity
date;

State the account, fund, or pooled group fund in the WSD for which each
individual investment was acquired; and

State the compliance of the investment portfolio of the WSD rataies
to:

a. Investment strategy expressed in this policy; and

b. Relevant provision of thict
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B. Market prices shall be taken from bank statements where dpelic@heWall
Street Journalshall be used to monitor the market values on treasury bills and
treasury notes if bank statements do not provide this information. @wialiir,
timely transaction data shall be available, upon request, and kepepoffgll
transactions to record and document investment activity. Other irtfomthat
may be included in the report includes recommendations to amend current specific
investment strategies, this policy, and analysis of current market conditions.

C. It is recognized there may be fluctuations in value during andnmparative
reporting periods. If it is the WSD’s intent not to hold some oroélits
investment securities to maturity, a statement of such skallbal included in the
investment report.

D. In conjunction with the annual financial audit, the WSD shall perfarm
compliance audit of management controls on investments and adherehee to t
established investment policies and safekeeping procedures astlsdn furis

policy.

E. Not later than January'bf each even-numbered year, the WSD shall report the
results of the most recent audit performed to the State Auditoe. WSD shall
also report to the State Auditor other information the State Audgtermines
necessary to assess compliance with laws and policies applicadikte agency
investments. The report shall be prepared in a manner the StateorAudi
prescribes.

F. If the WSD invests in securities other than money market muturals,
investment pools, or accounts offered by its depository bank in the form of
certificates of deposit, money market, or similar accounts, thertseshall be
formally reviewed at least annually by an independent auditor, anedb# of
the review shall be reported to the Board by that auditor.

G. All investments made by the WSD must comply withAbeand all federal, state,
and local statutes, rules, or regulations.

VIIl.  Authorized Financial Institutions and Business Organizations

A. The Investment Officer shall maintain a list of financiastitutions, business
organizations, and investment management firms selected by watltiness,
authorized to provide investment services. In addition, a list shedl laé
maintained of approved security brokers/dealers, selected prinaypathe basis
of evidenced credit worthiness, authorized to provide investment servides.
public deposit shall be made except in a qualified public deposit@stalslished
and defined by state laws.
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B. An Investment Committee of the WSD shall at least annualligw, revise and
adopt a list of qualified business organizations that are authoonzedgage in
investment transactions with the WSD.

C. A written copy of all investment policies, including this polidyalsbe presented
to any person offering to engage in an investment transaction withvesting
entity. A business organization includes investment pools. Nothingsipahcy
relieves the WSD of the responsibility for monitoring the investments madhe by t
WSD to determine that they are in compliance with this policy.

D. Before engaging in investment transactions with a business zagani the
Investment Officer shall have received from the Qualified Reptasive of said
organization a signed Qualified Representative Certificatiota¢htment B) and
Broker/Dealer Questionnaire (Attachment C). The primary reptatve of the
business organization shall attest that the Qualified Reprasemntgponsible for
the WSD’s account with the business organization has received aededwvhis
policy and acknowledged that the business organization has implemented
reasonable procedures and controls in an effort to preclude investment
transactions conducted between the WSD and the business organizatiare that
not authorized by the provisions of this policy.

E. The Investment Officer of the WSD may not acquire or otherwisairolany
authorized investment described in this policy from a person who has not
delivered to the WSD either Attachment B or C.

Safekeeping

All securities purchased by the WSD under this policy shall bgnigtsid as assets of the
WSD, shall be conducted on a delivery-versus-payment (DVP) basptareestment
pool funds and mutual funds, and shall be protected through the use of a third par
custody/safekeeping agent which may be the Trustees under thetivesgasst
agreements.

For funds not covered under a trust agreement, the WSD shall emtea ifrmal
agreement with an institution of such size and expertise axéessa@y to provide the
services needed to protect and secure the investment assets of the WSD.

Diversification

The WSD shall diversify its investment portfolios. Assets helgarticular funds shall
be diversified to eliminate the risk of loss resulting in over cotmagon of assets in a
specific maturity, a specific issuer, with the exception of &thilStates Treasury
obligations, or a specific class of securities. Diversifticastrategies shall be determined
and revised periodically by the Investment Officer for all funds.
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In establishing specific diversification strategies, the follmyvigeneral policies and
constraints shall apply:

A.

B.

Portfolio maturities shall be matched versus liabilities to avoid undue masiket r
Maturities selected shall provide for stability of income and liquidity;

Disbursement and payroll dates shall be covered through maturingmenes
and cash equivalent instruments such as money market mutual funée eligi
under theAct and this policy as an eligible investment;

No investment shall have a stated maturity in excess of gx@mam maturity
permitted by the trust agreements or five (5) years;

If rating restrictions on securities as defined in Sectidreny Xll of this policy
are breached, prudent action must be taken, consistent with this palitdye#\ct
to rectify the situation; and

The Investment Officer shall conduct a quarterly review ofetlygsdelines and
evaluate the probability of market and default risk in various investment sectors.

Authorized Investments

In accordance with authorizing federal and state laws, the opebaincedocuments and
trust agreements where applicable, the WSD’s depository conteauds appropriate
approved collateral provisions, and in furtherance of the Investmeneditratatement
(Attachment D), the WSD may utilize the following methods for itheestment of the

WSD'’s funds:

A. Obligations of the United States or its agencies and instrumentalities.

B. Direct obligations of the State of Texas or its agencies and instruriestali

C. Bonds issued, assumed, or guaranteed by the State of Israel.

D. Collateralized mortgage obligations directly issued by ar&dagency or
instrumentality of the United States, the underlying security vibich is
guaranteed by an agency or instrumentality of the United States.

E. Other obligations, the principal and interest of which are uncondigonal
guaranteed or insured by, or backed by the full faith and credit oftidis of the
United States or their respective agencies and instrumentalities.

F. Obligations of states, agencies, counties, cities and othecaloitibdivisions of

any state rated as to investment quality by a nationally recadnzestment
rating firm not less than A or its equivalent.
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Certificates of deposit issued by a depository institution tlsaitdranain office or

a branch office in the State of Texas that are guaranteeduoednisy the Federal
Deposit Insurance Corporation (FDIC), the National Credit Union Share Insurance
Fund or its successor; or secured by obligations described in Sedtdif, X
including mortgage-backed securities directly issued by, a fedgehcy or
instrumentality that have a market value of not less than the alremmount of

the certificates, but excluding those mortgage-backed secunitiéise nature
described by Section XIllI; or secured in any other manner and amoundgaovi

by law for deposits of the WSD; and comply with Section 2256.010(b), Texas
Government Code.

Fully collateralized repurchase agreements authorized undgor5@256.011,
Texas Government Code, if the repurchase agreement: (1) has neddefi
termination date; (2) is secured by obligations described by Sections
2256.009(a)(1), Texas Government Code; and (3) requires the securities being
purchased by the WSD, to be pledged and held in the WSD’s name, and deposited
at the time the investment is made with the WSD or with a third party selected and
approved by the WSD and is placed through a primary government securitie
dealer, as defined by the Federal Reserve, or a financial ilstitiding business

in the State of Texas.

Notwithstanding any other law, the term of any reverse secugjiyrchase
agreement may not exceed 90 days after the date the reveusigysepurchase
agreement is delivered. Money received by the WSD under the ¢éanreverse
security repurchase agreement shall be used to acquire additighalized
investments, but the term of authorized investments acquired mustenmaiiur
later than the expiration date stated in the reverse security repurchaseadre

The WSD requires each issuer of repurchase agreements to sopy &f the
WSD’s Master Repurchase Agreement. An executed copy of tleeragnt must
be on file before the WSD shall enter into any repurchase agneemth an
issuer.

Fund Investments

1. No-Load Money Market Mutual Funds

The Board, by official action, may authorize a no-load money market
mutual fund if the fund complies with the following:

a. Is registered with and regulated by the Securities and Exe&hang
Commission;
b. Provides the WSD with a prospectus and other information

required by theSecurities Exchange Act of 19345 U.S.C.
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Section 78aet seq) or thelnvestment Company Act of 19416
U.S.C. Section 80a-ét seq);

C. Has a dollar-weighted average stated maturity of 90 dayswver;f
and
d. Includes in its investment objectives the maintenance of a stable

net asset value of one (1) dollar for each share.
2. No-Load Mutual Funds

The Board, by official action, may authorize a no-load mutual fund if the

mutual fund:

a. Is registered with the Securities and Exchange Commission;

b. Has an average weighted maturity of less than two (2) years;

C. Is invested exclusively in obligations authorized byAbe

d. Is continuously rated as to investment quality by at least one (1)

nationally recognized investment rating firm of not less than AAA
or its equivalent; and

e. Conforms to the requirements set forth in Sections 2256.016(b)
and (c), Texas Government Code, relating to the eligibility of
investment pools to receive and invest funds of investing entities.

3. The WSD is not authorized to:

a. Invest in the aggregate more than 15 percent of its monthlygavera
fund balance, excluding bond proceeds, reserves, and other funds
held for debt service, in no-load mutual funds as herein described
above;

b. Invest any portion of bond proceeds, reserves, and funds held for
debt service, in no-loathutual funds herein described above; or

C. Invest its funds or funds under its control, including bond proceeds,
reserves, and other funds held for debt service, in any one (1)
mutual fund as set out above in an amount that exceeds ten (10)
percent of the total assets of the mutual fund.

The WSD may invest its funds and funds under its control throughgapleeli
investment pool if the Board, by official action, authorizes investnrerthe
particular pool.
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An investment pool shall invest the funds it receives from entities
authorized investments permitted by thet To be eligible to receive
funds from and investments on behalf of the WSD, an investment pool
must be rated no lower than AAA or AAA-m or at an equivalent rédting

at least one (1) nationally recognized rating service or no |dkazer
investment grade by at least one (1) nationally recognized rsgirvice

with a weighted average maturity no greater than 90 days.

The WSD may invest its funds through an eligible investment pobeif t
pool provides an offering circular or other similar disclosure ingnim
that contains the following information to the Investment Officer:

a. The types of investments in which money is allowed to be
invested,;
b. The maximum average dollar-weighted maturity allowed, based on

the stated maturity date of the pool;

C. The maximum stated maturity date any investment secutiynwi
the portfolio has;

d. The objectives of the pool;
e. The size of the pool;
f. The names of the members of the advisory board of the pool and

the dates the terms expire;
g. The custodian bank that shall safekeep the pool’s assets;

h. If the intent of the pool is to maintain a net asset value of Yne (
dollar and the risk of market price fluctuation;

I. Whether the only source of payment is the assets of the pool at
market value or whether there is a secondary source of payment,
such as insurance or guarantees, and a description of the secondary
source of payment;

J- The name and address of the independent auditor of the pool;

k. The requirements to be satisfied for the WSD to deposit funds in
and withdraw funds from the pool and any deadlines or other
operating policies required for the WSD to invest funds in and
withdraw funds from the pool; and
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The performance history of the pool, including yield, average dollar-
weighted maturities, and expense ratios.

To maintain eligibility to receive funds from and invest funds on behal
the WSD, an investment pool must furnish to the Investment Officer:

a. Investment transaction confirmations; and
b. A monthly report that contains, at a minimum, the following
information:

Vi.

Vii.

viil.

iX.

X.

Xi.

The types and percentage breakdown of securities in which
the pool has invested,

The current average dollar-weighted maturity, based on the
stated maturity date of the pool;

The current percentage of the pool's portfolio in
investments that have stated maturities more than one (1)
year,

The book value versus the market value of the pool’s
portfolio, using amortized cost valuation;

The size of the pool;
The number of participants in the pool;

The custodian bank that is safekeeping the assets of the
pool,

A listing of daily transaction activity of the WSD;
The yield and expense ratio of the pool;
The portfolio managers of the pool; and

Any changes or addenda to the offering circular.

The WSD by contract may delegate to an investment pool the aytoorit
hold legal title as custodian of investments purchased with its local funds.

For purposes of investment in an investment pool, yield shall be t¢attula
in accordance with regulations governing the registration of open-end
management investment companies undetrthestment Company Act of
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194Q as promulgated from time to time by the Federal Securihds a
Exchange Commission.

5. To be eligible to receive funds from and invest funds on behalf of the
WSD, 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 one (1) dollar netvadge. 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.

6. To be eligible to receive funds from and invest funds on behalf of the
WSD, a public funds investment pool must have an advisory board
composed:

a. Equally of participants in the pool and other persons who do not
have a business relationship with the pool and are qualified to
advise the pool, for a public funds investment pool created under
Chapter 791, Texas Government Code, and managed by a state
agency; or

b. Of participants in the pool and other persons who do not have a
business relationship with the pool and are qualified to advise the
pool, for other investment pools.

7. To maintain eligibility to receive funds from and invest funds on bedfalf

an entity under this chapter, an investment pool must be continuously rated
no lower than AAA or AAA-m or at an equivalent rating by at |leas
(1) nationally recognized rating service.

K. Commercial paper is an authorized investment under Section 2256.013, Texas
Government Code, if the commercial paper:

1. Has a stated maturity of 270 days or fewer from the date of its issuance;
and

2. Is rated not less than A-1 or P-1 or an equivalent rating by at least:
a. Two (2) nationally recognized credit rating agencies; or

b.

One (1) nationally recognized credit rating agency and is fully
secured by an irrevocable letter of credit issued by a bank
organized and existing under the laws of the United States or any
state.
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Authorized and Suitable Investments (Bond Proceeds, WSD)

Bond proceeds may be invested in accordance with the provisions of thevepeoad
ordinance, resolution, or trust agreement authorizing the issuance of dantte extent

of any inconsistency between the provisions of this policy and the ogeradind
instrument, the investment terms contained in the operative bond instrument shalj contr
however, provided that no such investment of bond proceeds shall be made in-the non
approved investments described in Section XllI of this.

Non-Approved Investments
The following investments are not authorized under this policy:
A. Obligations whose payment represents the coupon payment on the ougstandin

principal balance of the underlying mortgage-backed security aqallated pays
no principal (interest only bond);

B. Obligations whose payment represents the principal streansioflosv from the
underlying mortgage-backed security collateral and bears no in{prescipal
only bond);

C. Collateralized mortgage obligations that have a stated riwa#dirity of greater

than five (5) years;

D. Collateralized mortgage obligations the interest rate ofhwisi determined by an
index that adjusts opposite to the changes in a market index (inverse floaters); and

E. Any investment not specifically authorized in Section XI of this policy.
Collateralization

The WSD requires all bank and savings and loan association depositissared by the
FDIC or its successors or collateralized with eligible sgear Financial institutions
serving as the WSD depositories shall be required to sign amegrewiith the WSD
and its safekeeping agdior the collateral, defining the WSD’s rights to the collatémnal
case of default, bankruptcy, or closing.

A. Allowable Collateral

1. Certificates of Deposit

Eligible securities for collateralization of deposits are roefi by the
Chapter 2257Rublic Funds Collateral A¢iTexas Government Code.
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2. Repurchase Agreements

Collateral underlying repurchase agreements is limited to drstates
government or agency obligations, which are eligible for wire transfer (i.e
book entry) to the WSD’s designated safekeeping agent through the
Federal Reserve System.

B. Collateral Levels

Collateral is valued at current market plus interest accruedighrthe date of
valuation.

1. Certificates of Deposit

The market value of collateral pledged for certificates of depogst at
all times be equal to or greater than the par value of catéBoof deposit
plus accrued interest, less the amount insured by the FDIC.

2. Repurchase Agreements

The market value of collateral required to be pledged for repurchase
agreements shall be a percentage of the par value of the agtegs
accrued interest and shall be maintained at those levels. Tlenjage
coverage required shall be defined in the WSD’s Master Repurchase

Agreement.
Collateral U. S. Treasury U.S. Government
Maturity Securities Securities
One (1) Year or Less 101% 101%
One (1) to Five (5) 102% 102%
Years
Over Five (5) Years 103% 104%

Existing Investments

Investments held on the effective date of this policy that are ncerdoagthorized
investments under thAct or this policy do not need to be liquidated before the final
stated maturity of the investment. The Investment Officer shiadl all prudent measures
that are consistent with this policy to liquidate any investmentiwbecomes a non-
authorized investment (e.g., through a rating downgrade) after the prrohahis
investment.

Investment Policy Adoption
This policy, and the attached Investment Strategy Statemeningdet requirements of

Section 2256.005(d), has been adopted by resolution of the Board and signed by the
Board Chairman. Moreover, by adoption of this policy, the Board authomzreswed
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participation in investment pools that have been approved by the Board ang wothpl
this policy. A resolution shall be adopted annually certifying tha&t Board has
performed an annual review of this policy and the Investment Str&tieggment. The
resolution so adopted shall record any changes made to either thig polite
Investment Strategy Statement. Any changes or modificatiorteeimterim shall also
require Board approval.

Christina Melton Crain,
Chairman WSD Board of Trustees
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WINDHAM SCHOOL DISTRICT
INVESTOR CERTIFICATION OF
ETHICAL UNDERSTANDING

The Public Funds Investment Act (“Act”)ncludes a provision Chapter 2256, Paragraph 2256.005(i) of the
Texas Government Code that provides for any Investment Officer smrmpdeemed to have the responsibility
for investment transactions (“Investor”) take certain steps torenmossible conflicts of interest are disclosed.
Below is an excerpt from th&ct, with parenthetical comments for clarification:

Section 2256.005(i)

“An investment officer of an entity [WSD] who has a personal businglationship, as defined below, with a
business organization offering to engage in an investment transadtiorthe entity [WSD] shall file a
statement disclosing that personal business interest. An InvesDffexdr who is related within the second
degree by affinity or consanguinity, as determined under Chapter 57& Gavernment Code [as explained
below], to an individual seeking to sell an investment to an Investmigicei® entity [WSD] shall file a
statement disclosing that relationship.”

A statement required under this subsection must be filed with tkessTethics Commission and the governing
body of the entity. For purposes of this subsection, an InvestmentrQffisea personal business relationship
with a business organization if:

a. The Investment Officer owns ten (10) percent or more of the vetowk or shares of the
business organization or owns $5,000 or more of the fair market value dbusieess
organization;

b. Funds received by the Investment Officer from the business ortianigzaceed ten (10) percent
of the Investment Officer’s gross income for the previous year; or

C. The Investment Officer has acquired from the business orgamiziring the previous year
investments with a book value of $2,500 or more for the personal account lof/éisement
Officer.
Disclosure of a personal business relationship or a relationshigifiyyadr consanguinity does not shield the
Investment Officer or Investor from the application of the othde dtav or WSD policy that could prohibit,
criminalize, or otherwise affect the activity that is the subject of théodise.

The Investment Officer/Investor certifies understanding of the requiremeimealdbove by signing below.

INVESTOR

SIGNATURE

DATE
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WINDHAM SCHOOL DISTRICT
QUALIFIED REPRESENTATIVE CERTIFICATION

| hereby certify that | have personally read, thoroughly reviewed,ua@rstand WBP-11.12, “Windham
School District Investment Policy” and Investment StrategyeS8tant. | have also implemented reasonable
procedures and controls in an effort to preclude investment transabBbmsen this organization and the
Windham School District (WSD) that are not authorized by the W8D&stment policy, except to the extent
that this authorization is dependent on an analysis of the makeup ofSbés\&htire portfolio or requires an
interpretation of subjective investment standards. Transactions bettwgé&érm and the WSD shall be directed
towards precluding non-authorized investment activities and protecting the WSDréaitraad/or market risk.

All the sales personnel of this firm dealing with the WSD'soamt have been informed and will continue to be
routinely informed of the WSD’s investment horizons, limitations, arategjy and risk constraints. Whenever
we are informed of modifications or additional information relatediht® WSD’s investment horizons,
limitations, and strategy and risk constraints, we will informhadigales personnel dealing with the WSD at this
firm of such modifications or additional information.

This firm pledges due diligence in informing the WSD of foreseeable risksassbwith financial transactions
connected to this firm.

(Firm)
Qualified Representative (Principal) Brokers
(Signature) (Signature)
(Name) (Name)
(Date) (Date)
(Signature) (Signature)
(Name) (Name)
(Date) (Date)
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WINDHAM SCHOOL DISTRICT
BROKER/DEALER QUESTIONNAIRE

Please provide the following information. Attach additional sheets if necessary.

1. Name of firm

2. Local address

3. National address

4, Local telephone number (_)

Fax number ( )

National telephone number (_)
Fax number ( )

5. Primary representative/manager/partner-in-charge

Name
Title
Telephone number ( )

6. Secondary representative/manager/partner-in-charge

Name
Title
Telephone number ( )

7. Which instruments are offered regularly by your local desk?

[ ] Treasury bills
[ ] Treasury notes/bonds
[ ] Agencies & Instrumentalities - specify

[ ] Banker’'s acceptances - domestic

[ ] Banker’s acceptances - foreign

[ ] Commercial paper

[ ] Bank certificates of deposit

[ ] Savings & Loan Association certificates of deposit
[ ] Other - specify
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Identify all personnel who will be trading with or quoting seclwite the Windham School District

8.
Cash/Investment Management staff.
Name Title Telephone no.
(Attach brief resumes of all the above persons)
9. Which of the above personnel have read our investment policies and procedures?
10. Please indicate which of the above personnel and principal of yots fooal offices currently are

licensed, certified, or registered, and by whom.
Licensed or registered by

Agent

Please identify three (3) of your comparable public sector clients in Texas.

11.
Entity Contact person Telephone no. Client since
12. Have any of your clients ever incurred a loss on a securities transactiosebeica misunderstanding or

misrepresentation of the risk involved? If yes, please explain.

13. Have any of your public sector clients ever notified a stafflmeemwf your firm that they had incurred a
loss exceeding ten (10) percent of the original purchase price of an indivedugtyspurchased through

your firm?

14. Has your firm or any of your employees ever been investigatedréguéatory or state agency for
alleged improper, fraudulent, disreputable, or unfair business praictittess sale of securities or money

market instruments? If yes, please explain.



15.

16.

17.

18.

19.

20.

21.

22.
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Has a public sector client ever claimed in writing that your firm was regf®fmi investment losses?

Please describe your custody and delivery process. Who audits this fiduciary bdgp®@nsi

Please provide certified financial statements and other suppdottagnentation regarding your firm’s
capitalization.

(A) Has your firm consistently complied with the Federal Reserve Bankialcagequacy guidelines?

(B) Is your firm in compliance with these guidelines on the date of this questionnaire?

(C) Has your capital position ever fallen short of these guidelines?

(D) Does your firm presently exceed the capital adequacy queteimeasure of risk? If so, by what
factor? Example: 1.5X, 2X, etc.

Do you patrticipate in the SIPC Insurance program? If not, please explain.

What reports, transactions, confirmations, and paper trail will we receive?

Please enclose a complete schedule of fees and charges for various serviaesations.

Describe the precautions taken by your firm to protect the itdevéshe public when dealing with
public sector clients as investors.
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Windham School District

Investment Strategy Statement
PREFACE
The Windham School District, giving due regard to the safety akdfigiwvestment, shall invest all available

funds in conformance with state and federal regulations, applicable Readlution requirements, trust

agreements, adopted WBP-11.12, “Windham School District Investment ,Pding adopted Investment
Strategy Statement.

In accordance with thBublic Funds Investment AAVSD investment strategies shall address the following
priorities (in order of importance):

Preservation and safety of principal;

Liquidity;

Understanding the suitability of the investment to the financial requirements\WS3be
Marketability of the investment if the need arises to liquidate the investmentgmaturity;
Diversification of the investment portfolio; and

Yield.

This strategy coordinates the primary objectives of the WSbvestment policy and cash management
procedures with investment security risk/return analysis to enlatiecest earning and reduce investment risk.
The WSD'’s Investment Officer shall incorporate current and pegetiarket information from reliable sources
as well as current and anticipated WSD financial conditions anl ft@s requirements when prudently
implementing these strategies. The WSD’s portfolio shall bigmes and managed in a manner responsive to
the public trust, consistent with this policy and any trust agreement.

Each major fund type has varying cash flow requirements and liquiddgls. Therefore, specific strategies

shall be implemented considering the fund’s unique requirements. WSD dhalllde analyzed and invested
according to the following major fund types:

A. Operating Funds and Commingled Pools Containing Operating Funds
B. Debt Service Fund
C. Debt Service Reserve Fund

D. Special Project or Special Purpose Funds
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INVESTMENT STRATEGY

In order to minimize risk of loss due to interest rate fluctuatiomsestment maturities shall not exceed the
anticipated cash flow requirements of the funds. Investment guidelines by fund-tgsef@tews:

A. Operating Funds and Commingled Pools Containing Operating Funds

Investment strategies for operating funds and commingled pools contaperating funds have as the primary
objective to assure that anticipated cash flows are matcheaaeétjuate investment liquidity. The secondary
objective is to create a portfolio structure which will expemenanimal volatility during economic cycles.
This may be accomplished by purchasing quality, short- to mediumsecnrities which shall complement
each other in a laddered or barbell maturity structure. The datighted average maturity of 365 days or less
will be calculated using the stated final maturity dates of each security.

B. Debt Service Funds

Investment strategies for debt service funds shall have as tharprobjective the assurance of investment
liquidity adequate to cover the debt service obligation on the requiredepaylate. Securities purchased shall
not have a stated final maturity date which exceeds the debt service payment date.

C. Debt Service Reserve Funds

Investment strategies for debt service reserve funds shall bake arimary objective the ability to generate a
dependable revenue stream to the appropriate debt service fund froiiesewith a low degree of volatility.
Except as may be required by the bond ordinance specific to an indiigdual securities should be of high
quality, with short- to intermediate-term maturities. Volgtishall be further controlled through the purchase
of securities carrying the highest coupon available, within the desiagurity and quality range, without paying
a premium if at all possible. Such securities will tend to hold their value during ecocymigs.

D. Special Projects or Special Purpose Funds

Investment strategies for special projects or special purposetutidlios will have as their primary objective
to assure that anticipated cash flows are matched with adequestment liquidity. These portfolios should
include at least ten (10) percent in highly liquid securities ltmwafor flexibility and unanticipated project
outlays. The stated final maturity dates of securities held dhmail exceed the estimated project completion
date.



