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Investments in the State of Texas are governed by Section 2256 of the Government 
Code.  All investments made by the District shall comply with the Public Funds 
Investment Act and all federal, state, and local statutes and regulations.  

1. Investment policies should include the methods used to monitor the market 
price. 

2. Policy wording should include a statement that transactions must be settled on 
a delivery versus payment basis with the exception of investment pools and 
mutual funds. 

3. The Board of Trustees must act upon an annual review of the District’s 
investment policy and strategies.  

4. Ten hours of training is required every two years of the chief financial officer 
and investment officers. 

5. A qualified representative of sellers of investments must sign that the District’s 
investment policies have been reviewed.  

6. The Board of Trustees must review and adopt a list of the brokers used.  

7. Quarterly investment reports must be in accordance with generally accepted    
accounting principles and must include accrued interest.  

8. A formal annual review of the quarterly reports by an independent auditor is    
necessary except for investments in pools, money market mutual funds or       
depository bank investments.  

The District’s investment policy is CDA. The policy requires an annual reporting of 
investment activity.  

The District’s policy must primarily emphasize safety of principal, liquidity, and 
diversity.  Investments are made in a manner that ensures the preservation of capital 
in the overall portfolio.  The District’s investments are sufficiently liquid to meet 
anticipated cash flow needs.  Investments are diversified to reduce the risk of any one 
investment type.  Internal controls exist to protect against losses of public funds 
arising from fraud, employee error, and misrepresentation by a third party.  

Investment strategy is applied to each major fund type.  Primary objectives for 
operating funds are safety, investment liquidity and maturity sufficient to meet 
anticipated cash flow requirements.  The Debt Service fund and Capital Projects funds 
may have longer thresholds for investing due to the nature of the cash flow 
requirements.   

Introduction 
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For the 2009-2010 school year, the Rockwall ISD investment policy limited any 
investment to nine types:  

1. Obligations of the United States or Texas or its agencies and instrumentalities 
and political subdivisions permitted by Government Code 2256.009. 

2. Certificates of deposit permitted by Government Code 2256.010.  

3. Fully collateralized repurchase agreements permitted by Government Code 
2256.011.  

4. A securities lending program as permitted by Government Code 2256.0115. 

5. Banker’s acceptances as permitted by Government Code 2256.012. 

6. Commercial paper as permitted by Government Code 2256.013. 

7. No-load money market mutual funds and no-load mutual funds as permitted by 
Government Code 2256.014.   

8. A guaranteed investment contract as an investment vehicle for bond proceeds, 
provided it meets the criteria and eligibility requirements established by 
Government Code 2256.015. 

9. Public funds investment pools as permitted by Government Code 2256.016. 

Rockwall ISD investments during the 2009-2010 school year were spread primarily 
among three public funds investment pools:  Lone Star Investment Pool,  TexasTERM 
Local Government Investment Pool, and Texas Cooperative Liquid Assets Securities 
System Trust. 

Day to day investments are monitored by the Executive Director of Finance. The Chief 
Financial Officer oversees the investment function of the District and presents monthly 
reports to the Board of Trustees. The Chief Financial Officer and the Executive 
Director of Finance have maintained the appropriate training requirements.  

Copies of CDA (Legal) and CDA (Local) can be found beginning on page 24. No 
changes are recommended to these policies at this time.  

Introduction 
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As of June 30, 2010, the District’s portfolio was comprised of three different investment 
pools: 
 

Lone Star Investment Pool 

The Lone Star Investment Pool is an investment pool available to governmental 
entities. The pool was established under the guidance of the Texas Public Funds 
Investment Act. A board of directors made up of members of the pool is responsible for 
the overall operation of the pool. The Board has employed various third party  
organizations to assist in the operations. These third parties are as follows— 
Investment Managers:  American Beacon Advisors and BNY Mellon Cash Investment 
Strategies;   Investment Consultant:  CAPTRUST Financial Advisors; Custodian: Bank 
of New York Mellon; Administrator: First Public.  
 
Each Lone Star fund has earned Standard and Poor’s highest rating—AAA. This rating 
allows the pool to meet the standards required by the Texas Public Funds Investment 
Act. 

Lone Star Corporate Overnight Plus Fund  

The Corporate Overnight Plus Fund has the authority to invest in all securities 
authorized under the Investment Act. It seeks to maintain a net asset value of 
fifty cents and its dollar-weighted average maturity of 120 days or fewer.  It is 
the Board’s policy to have the following restrictions:  

 The Corporate Overnight Plus Fund shall not invest its assets in any 
one nongovernmental issuer in an amount that exceeds five percent 
of the total fund assets at cost. 

Lone Star Corporate Overnight Fund  

The Corporate Overnight Fund has the authority to invest in all securities 
authorized under the Investment Act. It seeks to maintain a net asset value of 
one dollar and its dollar-weighted average maturity of 60 days or fewer.  It is the 
Board’s policy to have the following restrictions:  

 The Corporate Overnight Fund shall not invest its assets in any one 
nongovernmental issuer in an amount that exceeds five percent of the 
total fund assets at cost. 

 

Portfolio Composition 
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Lone Star Investment Pool—Continued 

Lone Star Government Overnight Fund  

The Government Overnight Fund provides participating government entities with 
safety of principal, daily liquidity, and the highest possible rate of return.  It 
seeks to maintain a net asset value of one dollar and its dollar-weighted 
average maturity of 60 days or fewer.  This pool has the authority to invest in all 
securities authorized under the Investment Act. However, only the following 
securities investments are eligible as Government Overnight fund investments:  

 Obligations of the United States or its agencies and instrumentalities, 

 Other obligations, the principal and interest of which are 
unconditionally guaranteed or insured by, or backed by the full faith 
and credit of, the United States or its agencies and instrumentalities.  

 Fully collateralized repurchase agreements secured by obligations of 
the United States or its agencies and instrumentalities.  

 No-load money market mutual funds regulated by the SEC provided 
the fund shall not invest its funds in any one money market mutual 
fund in an amount that exceeds 10 percent of the total assets of such 
money market mutual fund.  

 

TexasTERM Local Government Investment Pool  

TexasTERM Local Government Investment Pool (TexasTERM) has been organized in 
conformity with the Interlocal Cooperation Act, Chapter 791 of the Texas Government 
Code, and the Public Funds Investment Act, Chapter 2256 of the Texas Government 
Code (PFIA). TexasTERM offers a series of professionally managed portfolios that are 
available to municipalities, counties, school districts, special districts and other 
governmental entities in the State of Texas. 

An Advisory Board is responsible for the overall management of TexasTERM. With 
respect to TexasTERM, the Advisory Board’s responsibilities include formulation and 
implementation of its investment and operating policies. The Advisory Board selects 
and oversees the activities of the Investment Advisor/Administrator and the Custodian 
for TexasTERM and monitors TexasTERM investment performance and the method of 
valuing its shares.  
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TexasTERM Local Government Investment Pool—Continued 

The Investment Advisor and Administrator for TexasTERM is PFM Asset Management 
LLC.  The Custodian for TexasTERM is U.S. Bank, N.A.   
 
Its portfolios may contain a combination of: 

 Obligations of the United States or its agencies and instrumentalities. 

 Repurchase agreements with Primary Dealers. 

 Certificates of Deposit (CDs) that are FDIC insured and fully collateralized 
according to Texas law. 

 Money Market Mutual Funds rated AAA or equivalent.  

The Texas TERM Local Government Investment Pool offers four distinct investment 
portfolios allowing flexibility to safely maximize yield and liquidity: 

TexasDAILY Portfolio  

 A money market variable-rate portfolio with daily liquidity rated AAAm by 
Standard & Poor’s Rating Services. 

TexasTERM Portfolio  

 A fixed rate, fixed-term portfolio rated AAAf by Standard and Poor’s, that 
enables investors to lock in a fixed rate for a term of 60 days to 365 days.   

TexasTERM CP Portfolio  

 A fixed rate, fixed-term portfolio investing in commercial paper with a 
minimum rating of A1/P1.  Investors whose investment policies permit may 
lock in a fixed rate for a term of 60 days to 270 days. 

TexasTERM Certificate of Deposit Purchase Program Portfolio  

 A fixed rate, fixed-term investment option enabling investors to invest in 
FDIC-insured CDs from banks throughout Texas.  Participants may lock in a 
rate for a term of 90 days to 365 days.  Each CD investment is held in the 
name of the Participant. 
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Texas Cooperative Liquid Assets Securities System Trust (Texas CLASS)  

The Texas Cooperative Liquid Assets Securities System Trust (Texas CLASS), was 
created in 1996 as an investment pool for it participants pursuant to Section 2256.016 
of the Public Funds Investment Act, Texas Government Code. The Texas CLASS 
Trust Agreement (Trust) is an agreement of indefinite term regarding the investment, 
reinvestment and withdrawal of local government funds. The parties to the Trust 
Agreement are Texas local government entities that choose to participate 
(Participants), Cutwater Investor Services Corp. as Program Administrator (Program 
Administrator), and Wells Fargo Bank Texas, NA as Custodian (Custodian). 

Texas CLASS is supervised by a Board of Trustees who are elected by the 
Participants. The Board of Trustees supervises the Trust and its affairs and acts as the 
liaison between the Participants, the Custodian and the Program Administrator. The 
Board administers the affairs of the Trust. It also selects the consultants for Texas 
CLASS, including the Program Administrator and the Custodian.  
 
The Board of Trustees has appointed an Advisory Board composed of Participants and 
other persons who do not have a business relationship with the Trust and are qualified 
to advise the Trust. The Advisory Board provides advice to the Board of Trustees and 
the Program Administrator about the Investment Policy and Investment Strategy of the 
Trust and about other matters as requested by the Board of Trustees and the 
Program Administrator.  
 
The Fund is rated AAAm by Standard & Poor’s Ratings Services. This rating is the 
highest assigned to principal stability government investment pools by Standard & 
Poor’s. 
 
Texas CLASS’ portfolio may contain a combination of: 

 U.S. Treasury Bills, Notes and Bonds 

 Obligations of or guaranteed by United States Government Agencies and 
Instrumentalities 

 State and local government obligations 

 Repurchase Agreements with Primary Dealers 

 Certificates of Deposit (CDs) of a state or nations Bank domiciled in the 
State of Texas that are guaranteed or FDIC insured 

 Mutual Funds 

 Highly rated commercial paper 

 Guaranteed Investment Contracts (Bond Proceeds Only) 
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As of 06/30/2010 

Investment Pools Market Value Percentage 

Lone Star  $            15,468,245   20.6 % 

Texas CLASS                37,127,209 49.5 % 

Texas TERM               22,480,910   29.9 % 

Totals  $         75,076,364 100 % 

For the 2009-2010 school year, Rockwall ISD invested bond funds primarily with Texas 
CLASS.  The rates for Texas CLASS have averaged slightly higher than the other two 
investments pools. Repurchase agreements, U.S. Treasury securities, U.S. 
government agencies, certificates of deposit, and money market funds are among 
Texas CLASS’s portfolio.  Therefore, this strategy is consistent with the Board’s 
emphasis on diversity. 

Investments by Pool 
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NOTE:  The One Year Constant Maturity Treasury Rate (CMT) is an average yield on United 
States Treasury securities adjusted to a constant maturity of 1 year, as made available by the 
Federal Reserve Board.  Yields are interpolated by the United States Treasury from the daily 
yield curve. This curve, which relates the yield on a security to its time to maturity, is based on 
the closing market bid yields on actively traded Treasury securities in the over-the-counter 
market and is updated after the Federal Reserve releases its data on the first Monday of each 
month. 

Source: Federal Reserve Board as reported by MoneyCafe.com 

Investment Pool Performance 
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The chart below shows a decrease of 92% from 2008-2009 investment earnings.  
There are several reasons for this significant decrease including the following:  the 
economic recession which depressed investment rates, the completion of a significant 
amount of capital projects, and a change in the fiscal year which resulted in a 10-
month presentation for the 2009-2010 fiscal year. 

Fund Name 
2008-2009 

Interest 
 2009-2010 

Interest  

General  $461,334                $91,808          

Debt Service 75,817  18,555 

Capital Projects 1,265,985  33,201 

Special Revenue 3,417  368 

Totals  $         1,815,417   $         149,091 

Internal Service 8,864 5,159 

Investment Earnings by Fund 

$‐

$200,000 

$400,000 

$600,000 

$800,000 

$1,000,000 

$1,200,000 

$1,400,000 

General  Debt Service Capital Projects Special Revenue Internal Service

Rockwall ISD's Investment Earnings by Fund

2008‐2009 Interest 2009‐2010 Interest



 

 

This page intentionally left blank 





 

 

This page intentionally left blank 



26 

 



27 

 



28 

 



29 

 



30 

 



31 

 



32 

 



33 

 



34 

 



35 

 



36 

 



37 

 



38 

 



39 

 



40 

 



 

 

This page intentionally left blank 





 

 

This page intentionally left blank 



44 

 

1. The District’s primary investment strategy for 2009-2010 was to invest in 
investment pools.  Historically, interest rates on the 1-year CMT are lower than the 
investment pools.  However, while this year there were months where the CMT 
spiked to 0.25% above the pools; the difference is not significant enough to change 
the investment strategy.  For the fiscal year 2010-2011 we would recommend 
continuing our 2009-2010 investment strategy including concentrating our funds in 
the investment pools, monitoring market information, interest rates, forecasted and 
actual cash flows, and managing every fund in the portfolio on an individual, 
consistent, and frequent basis.  Investment Officers must evaluate the market on an 
ongoing basis to determine where the District’s funds are best utilized in the 
existing market.  Monitoring changes in the District’s cash flow forecast will also be 
important in the coming year.  The effective and efficient management of the 
portfolio can ensure a reasonable yield on the portfolio without exposing the District 
to unacceptable levels of risk. When appropriate, the District will place funds on a 
delivery vs. paid method in US Government Securities or in top grade commercial 
paper through an approved broker.   

2. The District currently utilizes the expertise of the following major investment 
brokers. The District staff will make investment decisions for government securities 
and commercial paper based on competitive pricing.   We recommend the Board of 
Trustees review and adopt this list of qualified brokers that are authorized to 
engage in investment transactions with the District. 

 Lone Star Investments 

 Texas Cooperative Liquid Assets Securities System Trust  

 TexasTERM Local Government  Investment Pool 

 Merrill Lynch 

 Morgan Stanley 

 Citigroup Global Markets, Inc. 

 Wells Fargo Securities 

 First Southwest Company 

 First Public, A Subsidiary of Texas Association of School Boards 

 Coastal Securities 
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3. Government Code, Chapter 2256 requires investment officers to receive instruction 
relating to investment responsibilities under the Public Funds Investment Act from 
an independent source approved by the Board or a designated investment 
committee advising the investment officer, as provided for in the District's 
investment policy. We recommend the following providers for investment training:  

 Texas Association of School Administrators (TASA)  

 Texas Association of School Boards (TASB)  

 Texas Association of School Business Officials (TASBO) and its local affiliates  

 Texas Comptroller of Public Accounts  

 Texas State Society of Certified Public Accountants and its approved providers  

 Regional Education Service Centers including Region 10 and Region 7  

 First Southwest Company  

 Linsco Financial Services  

 Texas Cooperative Liquid Assets Securities System Trust  

 First Public, A Subsidiary of Texas Association of School Boards  

 H&R Block Financial Advisors  

 Coastal Securities  

 Deloitte and Touche, LLP 

 Government Finance Officers Association 

 Government Treasurer’s Organization of Texas 

 TexPool / Federated 

 BOSC, Inc. 
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We hereby certify that the annual investment report represents the investment position 
of the District as of June 30, 2010, and that all investments were purchased in 
compliance with the Board approved cash management and investment policy.  

 

 

 

Mike Singleton, CPA, RTSBA 
Chief Financial Officer 
 
 
 
 
 
Vickie L. Benbow, CPA, MS-MGT, RTSBA 
Executive Director of Finance 
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