
BOARD OF COMMISSIONERS 
Frank R. Rose, Chairman 
Reggie Boykin, Secretary 

Jay Levingston, Jr., Commissioner 

OCTOBER 16, 2024 

NOTICE OF MEETING AND AGENDA 

BOARD OF COMMISSIONERS FOR DRAINAGE DISTRICT NO. 3 
JEFFERSON COUNTY, TEXAS 

7:30A.M. 

Notice is hereby given that the Board of Commissioners of Jefferson County Drainage District No. 3 will meet at 7:30 
a.m., on the 16TH October 2024, at its regular meeting place in the District's Office, 24460 Hwy 124, Hamshire, Texas. 

Said meeting will be a Regular meeting for the purpose of transacting the routine business of the District. 

I. Call to order and take roll. 

II. Announcement: 
This Commissioner's meeting is being recorded for the purpose of transcribing minutes. 

Ill. Public Comments 

At this time, the Board will listen to comments from the public and others regarding both agenda action items and items that are not on 
the agenda. No action may be taken on non-agenda items. Public participation is limited to the designated open forum portion of a 

regular meeting. No presentation shall exceed a maximum of five minutes. Delegations of more than five persons shall appoint one 

person to present their views before the Board. COMPLAINTS AGAINST SPECIFIC EMPLOYEES OR INDIVIDUALS ARE NOT ALLOWED. THESE 

COMPLAINTS ARE COVERED BY A SEPARATE POLICY. Members of the public will not be allowed to offer comments on agenda action 
items when that item is on the floor for discussion unless requested to do so by the Chairman of the Board. This audience participation 
period is not the appropriate means for bringing complaints for which resolution is sought. 

IV. Approve Minutes from SEPTEMBER 18, 2024 meeting. 

v. Office Update 
A. Review and Accept Regular District Bills September 30 to October 15, 2024 
B. Review and Accept Monthly Financial Reports 
C. Review and Accept Monthly Insurance Summary 
D. Consider, Execute and Approve the Jefferson County Drainage District No. 3 
Investment Policy & Procedures FY2025 
E. Consider, Execute and Approve 2024-25 Certified Appraisal Roll Resolution 
F. Executive Session -See footnote 1 

G. Consider and take action, if any, on items discussed in Executive Session 



VI. Equipment/Project Update 
A. Equipment Update 

NOTICE OF MEETING AND AGENDA 
OCTOBER 16, 2024- 7:30 A .M. 

1. Consider and Approve finance purchase with Government Capital Corporation of 
Kubota M5-111HDC-1 w/ Modern Offset Mower through Buy Board Corporate Purchasing for the price of 
$88,8882.78. Finance terms would be for 36 months at 6.246% interest rate. There will also be $888 for 
fees, including documentation fees, legal fees, issuance expenses, etc. 

2. Idle repairs are being made to the Komatsu 200LS 

B. Project Update 

Completed Projects 
1. Ditch 750 
2. Ditch 306, 312, 312-1, 320 
3. Ditch 319 

Projects in Progress 
1. Ditch 8102-D3 
2. Ditch 136-Wise Rd 

Upcoming Projects (these projects are not listed in working order) 

1. Ditch 110 - E Hamshire Rd 
2. Ditch 316 -Todd Rd 
3. Ditch 121- Rollins Rd 
4. Ditch 100 - Rollins Rd 
5. Ditch 309 - Copeland Rd 
6. Ditch 125 - Kiker Rd 
7. Ditch 313 - Kiker Rd 
8. Ditch 325 - E. Buccaneer Rd 
9. Ditch 401 - Todd & Wilber 

VII. New Business 
A. Meeting Updates 
B. Board Comments 
C. Set Next Meeting Date 

1 The District reserves the right to adjourn into executive session at any time during the course of this meeting as authorized by the Texas Open 
meetings Act, Texas Government Code§§ 551.071 (Consultation with Attorney), 551.072 (Deliberation about Real Property), 551.073 (Deliberation 
about Gifts and Donations), 551.074 (Personnel Matters), and any other provision under Texas law that permits a governmental body to discuss a 
matter in a closed executive session. Should any final action, decision, or final vote be required in the opinion of the Board with regard to any 
matter considered in such closed or executive meeting or session, then the final action or final vote shall be either: 

(a) in the open meeting covered by the Notice upon the reconvening of the public meeting; or 
(b) at a subsequent public meeting of the Commissioners upon notice thereof; as the Commissioners shall determine. 



NOTICE OF MEETING AND AGENDA 
OCTOBER 16, 2024-- 7:30 A.M. 

I, the undersigned authority, do hereby certify that the above Notice of Meeting of the Board of Commissioners of 
Jefferson County Drainage District No. 3 is a true and correct copy of said Notice at a place convenient and readily 
accessible to the general public at all times in its administrative office at 24460 Hwy 124, Hamshire, Texas. This notice 
can also be viewed via the District's website at http://jcdd3.org. This notice remained so posted continuously for at 
least 72 hours immediately preceding the scheduled time of said Meeting. And further, that a true and correct copy of 
said notice was furnished to the County Clerk of Jefferson County for posting in the Jefferson County Courthouse. 

The notice for this meeting was posted in compliance with the Texas Open Meeting Act on October 10, 2024. 

I, the undersigned County Clerk of Jefferson County, do hereby certify that the above Notice of Meeting of the Jefferson County Drainage District 
No. 3 Board of Commissioners, is a true and correct copy of said Notice, and that I received and posted said Notice on the Courthouse Doors and 
the bulletin board at the Courthouse of Jefferson County, Texas, at a place readily accessible to the general public at all times on the ____ day 
of ______ ~ 20 __ at __ .m. and said Notice remained so posted continuously for at least 72 hours preceding the scheduled time 
of said Meeting. 

Dated this the ____ day of _____ ~ 20 __ . 

By: ________________ _ 

Jefferson County Clerk 
Return File Copy To: Jefferson County Drainage District No. 3, P.O. Box 388, Hamshire, TX 77622 



OCTOBER 16, 2024 

DRAINAGE DISTRICT NO. 3 
Jefferson County, Texas 

MINUTES OF MEETING 
7:30 A.M. 

A meeting was held October 16, 2024, at 7:30 A.M. in the District's office located at 24460 Hwy 124, Hamshire, Texas. 
Present were Chairman Frank R. Rose, Secretary Reggie Boykin, and Commissioner Joel Levingston, Jr. 

1. Meeting was called to order at 7:30 A.M . by Chairman Frank R. Rose. 

2. He announced that this meeting was being recorded for the purpose of transcribing the minutes. 

3. No Public Comments 

4. The Minutes of the September 18, 2024, meeting was approved on a motion made by Commissioner Boykin and 
seconded by Commissioner Levingston. All voted Aye. 

5. Office Update -
A. Commissioners reviewed and accepted the Districts' regular checks written from September 30, 2024, to 
October 15, 2024. Motion made by Commissioner Levingston and seconded by Commissioner Boykin. All voted 
Aye. 
B. Commissioners reviewed and accepted the monthly financial report presented by Shanna Verret which 
showed an ending fund balance of $1,421,980.41 a decrease of $52,040.11 from last month. Motion made by 
Commissioner Boykin and seconded by Commissioner Levingston. All voted Aye. 
C. Insurance summary from September 2024 was presented by Shanna Verret. The active employees have a 
profit of $126,177.16 and retirees show a profit of $15,030.82. A motion was made by Commissioner Boykin 
and seconded by Commissioner Levingston to accept the insurance summary as presented. All voted AYE. 
D. A mot ion was made by Commissioner Boykin and seconded by Commissioner Levingston to approve the 
2024-25 Investment Policy & Procedures as presented by the Jefferson County Treasurer. All voted AYE 
E. A motion was made by Commissioner Levingston and seconded by Commissioner Boykin to approve the 
Resolution for the 2024 Certified Tax Roll Summary in the amount of $295,9110.48. All voted AYE 
F. Motion was made by Commissioner Levingston and seconded by Commissioner Boykin to accept and approve 
the Ju ly 18, 2024, Certified Taxable Value presented by JCAD of $295,911,448. The value is down $450,703 from 
the 2023 Certified Taxable Value. 
G. There was no Executive Session. 

6. Equipment/Project Update -
A. Equipment Update 

1. A motion made by Commissioner Boykin and seconded by Commissioner Levington to approve a 
finance purchase with Government Capital Corporation of a Kubota MS-lllHDC-1 w/Modern Offset 
Mower through the Kubota Buy Board Corporate Purchasing for the price of $88,882.78. Finance terms 
would be for 36 months at 6.246% interest rate. There will also be $888 for fees, including 
documentation fees, legal fees, insurance expense, etc. All vote AYE 
2. The Komatsu 200LS has had to have an idler replaced by Waukesha Pearce in the amount of 
$3,359.82. 

l l P ag e 



OCTOBER 16, 2024 

B. Project Update -

Completed Projects 
1. Ditch 750 

DRAINAGE DISTRICT NO. 3 
Jefferson County, Texas 

MINUTES OF MEETING 

2. Ditch 306, 312 ,312-1,320 
3. Ditch 319 
4. Ditch 401 
5. Ditch 136 

Projects in Progress 
1. Ditch 8102-D3 

Upcoming Projects (these proj ects are not listed in working order) 

1. Ditch 110 - E Hamshire Rd 
2. Ditch 316-Todd Rd 
3. Ditch 121- Rollins Rd 
4. Ditch 100 - Rollins Rd 
5. Ditch 309 - Copeland Rd 
6. Ditch 125 - Kiker Rd 
7. Ditch 313 - Kiker Rd 
8. Ditch 325 - E. Buccaneer Rd 

7. New Business 

7:30A.M. 

A. Meeting Updates - Continuing weekly Employer Navigator meetings to ensure all employees benefits are 

correct. 
B. No Board Comments 
C. The next regular meeting date is set for Wednesday, November 2: , 2)24 7:30 a.m. 

w;th no further bus;ness, the meet;ng adjourned at 7:52 a.m. J/.,J. 
---=---=---~""'=-------
Frank R. Rose, Chairman 

Regi aid C, Boykin, Sr., Secretary , 

~ ~ 01,~/ 
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DRAIN/ -,J DISTRICT No. 3 
Exp~nse Report 

September 30 - October 15, 2024 

Date Num Name Split Amount 

09/30/2024 ACH PAYROLL TAX LIABILITY Payroll Tax Liability -3,032.26 
09/30/2024 13204 PAYROLL ACCOUNT Salaries & Auto Allowance -14,723.00 
09/30/2024 ACH Texas County & District Retirement System Retirement -2,038.90 
09/30/2024 13205 Amwins Group Benefits, LLC lnsuarance -3,872.05 
09/30/2024 13206 The Examiner VOID 0.00 
09/30/2024 13207 Stratton, Inc. - Western Auto Cleaners & Solvents -40 .68 
09/30/2024 13208 Tri-Con Inc Diesel -2,230.05 
09/30/2024 13209 Shoppa's Farm Supply Minor Equipment -1 ,512.15 
09/30/2024 13210 Warren Equipment Company Minor Equipment -406.48 
09/30/2024 13211 SAM'S CLUB Sundries -55.72 
09/30/2024 13212 Waukesha-Pearce Industries, Inc. Equipment Repair -256.88 
09/30/2024 13213 POSTMASTER Postage -292.00 
09/30/2024 13214 Centerpoint Energy Natural Gas -96 .38 
09/30/2024 13215 Entergy Electricity -248.40 
09/30/2024 13216 West Jefferson Co. MWD Water -40.11 
09/30/2024 13217 Rock'n J On Site Waste Water System Dues & Subscriptions -250.00 
09/30/2024 13218 Texas Association of Counties - County Ch Training & Education -28.00 
09/30/2024 13219 Waukesha-Pearce Industries, Inc. Equipment Repair -1 ,710.53 

TOTAL SEPTEMBER 30, 2024 -30,833.59 

10/15/2024 13220 PAYROLL ACCOUNT Salaries 12,262.00 
10/15/2024 13221 Southeast Tx Gov't Employees Benefit Pool Insurance 18,121 .99 
10/15/2024 13222 Lavergne, Ruffus Deductible Reimbursement 174.89 
10/15/2024 13223 Texas Labor Law Poster Service Printed Matter 99.50 
10/15/2024 13224 A-1 Glass Co. Window Replacement 1,025.07 
10/15/2024 13225 Audilet Tractor Sales, Inc. Mower Repair 820.50 
10/15/2024 13226 AT&T Telephone 111 .33 
10/15/2024 13227 West Jefferson Co. MWD Water 29.93 
10/15/2024 13228 Hamshire Waste Waste Disposal 68.00 
10/15/2024 13229 Jux Technologies Dues & Subscriptions 18.00 
10/15/2024 13230 T Wuensche! - Tax Assessor/Collector Dues & Subscriptions 7.50 
10/15/2024 13231 Jefferson County Tax Office Assessor/Collector Fees 1,412.04 

TOTAL OCTOBER 15, 2024 34,150.75 

Page 1 of 1 



Sep 24 Budget Oct '23 - Sep 24 YTD Budget Annual Budget

Ordinary Income/Expense
Income

REVENUES
101 - Current Taxes 3,657.86 69,173.00 822,168.45 830,076.00 830,076.00
102 -  Delinquent Taxes 360.54 416.67 18,003.36 5,000.00 5,000.00
103 - Interest 5,633.77 1,250.00 82,518.34 15,000.00 15,000.00
104 - Rendition Penalty 0.00 0.00 0.00 0.00 0.00
106 - Miscellaneous 0.00 83.33 2,305.91 1,000.00 1,000.00

Total REVENUES 9,652.17 70,923.00 924,996.06 851,076.00 851,076.00

Total Income 9,652.17 70,923.00 924,996.06 851,076.00 851,076.00

Gross Profit 9,652.17 70,923.00 924,996.06 851,076.00 851,076.00

Expense
1 - SALARIES

1001 - Administration 0.00 0.00 0.00 0.00 0.00
1002 - Clerical 4,741.00 4,741.83 56,892.00 56,902.00 56,902.00
1009 - Dept Head / Foreman 5,583.00 5,583.75 66,996.00 67,005.00 67,005.00
1010 - Commissioners 900.00 900.00 10,800.00 10,800.00 10,800.00
1015 - Extra Help 0.00 3,000.00 5,497.50 36,000.00 36,000.00
1048 - Equipment Operators/Asst 14,072.00 14,080.75 168,864.00 168,969.00 168,969.00

Total 1 - SALARIES 25,296.00 28,306.33 309,049.50 339,676.00 339,676.00

2 - FRINGE BENEFITS
2001 - FICA Expenses 1,935.94 2,530.00 23,505.87 30,360.00 30,360.00
2002 - Retirement 2,038.90 2,280.83 23,669.97 27,370.00 27,370.00
2003 - Insurance 21,607.84 23,750.00 270,388.29 285,000.00 285,000.00
2004 - Worker's Compensation 0.00 916.67 5,108.00 11,000.00 11,000.00
2006 - Auto Allowance 1,625.00 1,625.00 19,500.00 19,500.00 19,500.00
2007 - Retirement Wage Contg 0.00 2,886.67 400.00 34,640.00 34,640.00

2008 - Health Ins. Savings Acct 0.00 687.50 662.97 8,250.00 8,250.00

Total 2 - FRINGE BENEFITS 27,207.68 34,676.67 343,235.10 416,120.00 416,120.00

3 - MATERIALS & SUPPLIES
3006 - Auto Parts & Supplies 0.00 0.00 0.00 0.00 0.00
3006 Batteries 0.00 250.00 654.93 3,000.00 3,000.00
3008 Bolts Nuts Nails & Screws 0.00 83.33 34.74 1,000.00 1,000.00
3009 Antifreeze & Coolant 0.00 166.67 0.00 2,000.00 2,000.00
3010 Books & Printed Matter 540.00 416.67 635.00 5,000.00 5,000.00
3010 - Maps Prints Books Print 0.00 0.00 0.00 0.00 0.00
3012 Prints, Maps & Etc 0.00 83.33 0.00 1,000.00 1,000.00
3014 Chains & Hooks 0.00 66.67 0.00 800.00 800.00
3016 Chemicals Weed Control 0.00 1,916.67 0.00 23,000.00 23,000.00
3018 Cleaners & Solvents 40.68 125.00 40.68 1,500.00 1,500.00

2:34 PM DRAINAGE DISTRICT No. 3
10/07/24 Profit & Loss Budget Performance
Accrual Basis September 2024

Page 1



Sep 24 Budget Oct '23 - Sep 24 YTD Budget Annual Budget

3018 - Janitorial Supplies 0.00 0.00 0.00 0.00 0.00
3019 - Additives & Lubricants 0.00 208.33 0.00 2,500.00 2,500.00
3020 Metal Culvert Pipe 0.00 4,166.67 36,294.71 50,000.00 50,000.00
3022 Copying Supplies 0.00 166.67 1,342.11 2,000.00 2,000.00
3027 Electrial Supplies 0.00 250.00 461.28 3,000.00 3,000.00
3030 Fencing Material 0.00 541.67 0.00 6,500.00 6,500.00
3032 Concrete, Sand, Aggregat 0.00 833.33 0.01 10,000.00 10,000.00
3034 Diesel Fuel 2,230.05 4,166.67 13,922.88 50,000.00 50,000.00
3036 Diesel Fuel ON ROAD 0.00 1,666.67 6,257.40 20,000.00 20,000.00
3037 Gasoline 0.00 583.33 5,236.57 7,000.00 7,000.00
3040 Hardware - Misc 0.00 250.00 332.72 3,000.00 3,000.00
3041 Hose & Fittings & Filters 1,918.63 833.33 4,404.04 10,000.00 10,000.00
3048 Lumber, Timbers, Rope 0.00 208.33 1,072.45 2,500.00 2,500.00
3050 Medical & Safety 75.99 250.00 803.34 3,000.00 3,000.00
3051 Motor Oil & Grease 0.00 833.33 328.28 10,000.00 10,000.00
3056 Paint & Brushes 0.00 83.33 110.85 1,000.00 1,000.00
3072 Rope Wire Manila & Burlap 0.00 66.67 0.00 800.00 800.00
3073 Spare Parts, Heavy Equip 0.00 83.33 0.00 1,000.00 1,000.00
3077 Computer Supplies 0.00 208.33 1,552.46 2,500.00 2,500.00
3078 Office Supplies 0.00 208.33 826.65 2,500.00 2,500.00
3080 Steel Angle Iron Rods, Etc 0.00 125.00 0.00 1,500.00 1,500.00
3083 Tires & Tubes 0.00 750.00 1,278.51 9,000.00 9,000.00
3084 Minor Equipment 0.00 708.33 691.96 8,500.00 8,500.00
3084 - Sm Tools & Minor Equip 0.00 0.00 0.00 0.00 0.00
3095 Welding Supplies 0.00 166.67 0.00 2,000.00 2,000.00
3098 - Clothing & Work Wear 0.00 125.00 1,343.28 1,500.00 1,500.00
3099 Sundry 55.72 166.67 825.26 2,000.00 2,000.00

Total 3 - MATERIALS & SUPPLIES 4,861.07 20,758.33 78,450.11 249,100.00 249,100.00

4 - MAINTENANCE & UTILITES
4001 Cooling and Heating 0.00 83.33 0.00 1,000.00 1,000.00
4009 Building & Structure 0.00 291.67 254.16 3,500.00 3,500.00
4010 Tractors & Mowers 0.00 1,041.67 224.80 12,500.00 12,500.00
4011 Equipment Repairs 2,272.73 4,166.67 8,584.71 50,000.00 50,000.00
4013 Marine Craft 0.00 166.67 0.00 2,000.00 2,000.00
4014 - Auto - Truck 0.00 250.00 2,088.56 3,000.00 3,000.00
4014 - Auto Truck Trailer 0.00 0.00 0.00 0.00 0.00
4015 Communication Equip 0.00 125.00 0.00 1,500.00 1,500.00
4020 Miscellaneous 0.00 41.67 0.00 500.00 500.00
4030 Tools 0.00 250.00 339.03 3,000.00 3,000.00
4051 Freight 0.00 25.00 0.00 300.00 300.00
4052 Postage 292.00 41.67 469.62 500.00 500.00
4053 Natural Gas/Butane 96.38 308.33 1,374.83 3,700.00 3,700.00
4054 Telephone 112.83 500.00 5,686.65 6,000.00 6,000.00
4056 Electricity 522.61 500.00 2,524.38 6,000.00 6,000.00
4057 Water & Sewer 40.11 166.67 411.40 2,000.00 2,000.00

2:34 PM DRAINAGE DISTRICT No. 3
10/07/24 Profit & Loss Budget Performance
Accrual Basis September 2024
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Sep 24 Budget Oct '23 - Sep 24 YTD Budget Annual Budget

4058 Garbage Waste Disposal 68.00 100.00 816.00 1,200.00 1,200.00
4059 - Unscheduled Misc 0.00 0.00 0.00 0.00 0.00

Total 4 - MAINTENANCE & UTILITES 3,404.66 8,058.35 22,774.14 96,700.00 96,700.00

5 - MISCELLANEOUS SERVICES
5009 Professional Services 0.00 1,000.00 11,568.39 12,000.00 12,000.00
5010 - Medical & Surgical 0.00 0.00 0.00 0.00 0.00
5021 Dues & Subscriptions 729.50 291.67 2,329.50 3,500.00 3,500.00
5027 Engineering Fees 0.00 1,666.67 0.00 20,000.00 20,000.00
5028 Assessor/Collector Fees 0.00 166.67 1,450.26 2,000.00 2,000.00
5029 Attorney Fees 0.00 833.33 0.00 10,000.00 10,000.00
5031 Filing, Records & Photos 0.00 8.33 0.00 100.00 100.00
5032 Accounting Services 0.00 41.67 0.00 500.00 500.00
5036 Treasurer Commision 0.00 133.33 0.00 1,600.00 1,600.00
5038 Supplemenal Tax Refunds 0.00 166.67 0.00 2,000.00 2,000.00
5040 Insurance - Auto Prop Liab 0.00 0.00 0.00 0.00 0.00
5040 Insurance Autos & Trucks 0.00 500.00 4,466.00 6,000.00 6,000.00
5041 Insurance Property 0.00 500.00 5,572.00 6,000.00 6,000.00
5043 Insurance General Liab 0.00 166.67 1,716.00 2,000.00 2,000.00
5044 Insurance Official Liab 0.00 166.67 1,335.00 2,000.00 2,000.00
5045 Bonds Surety & Notary 0.00 83.33 547.00 1,000.00 1,000.00
5053 Equipment Rental 0.00 1,416.67 4,570.00 17,000.00 17,000.00
5054 Contract Aerial Spraying 0.00 1,166.66 0.00 14,000.00 14,000.00
5055 Contract Spraying 0.00 1,416.67 0.00 17,000.00 17,000.00
5060 -Janitorial Services 0.00 0.00 0.00 0.00 0.00
5062 Travel & Meeting Expense 0.00 66.67 0.00 800.00 800.00
5064 Training & Education 28.00 125.00 46.00 1,500.00 1,500.00
5074 Independent Auditor Fees 0.00 2,083.33 23,225.00 25,000.00 25,000.00
5095 Bank Service Charges 0.00 250.00 0.00 3,000.00 3,000.00
5098 Appraisal District Fees 997.28 750.00 7,295.60 9,000.00 9,000.00
5099 Sundry 0.00 83.33 725.95 1,000.00 1,000.00

Total 5 - MISCELLANEOUS SERVICES 1,754.78 13,083.34 64,846.70 157,000.00 157,000.00

6 - CAPITAL OUTLAY
6001 Office Machines 0.00 375.00 2,882.87 4,500.00 4,500.00
6002 Excavation Equipment 0.00 14,583.33 0.00 175,000.00 175,000.00
6011 Machinery & Equipment 0.00 8,333.33 0.00 100,000.00 100,000.00
6014 Building & Structures Grnd 0.00 3,333.33 8,826.42 40,000.00 40,000.00
6022 Furniture & Fixtures 0.00 416.67 279.99 5,000.00 5,000.00
6042 Auto Truck & Trailer 0.00 4,166.67 0.00 50,000.00 50,000.00
6045 Land/ROW Acquisitions 0.00 416.67 0.00 5,000.00 5,000.00

Total 6 - CAPITAL OUTLAY 0.00 31,625.00 11,989.28 379,500.00 379,500.00

2:34 PM DRAINAGE DISTRICT No. 3
10/07/24 Profit & Loss Budget Performance
Accrual Basis September 2024
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Sep 24 Budget Oct '23 - Sep 24 YTD Budget Annual Budget

Payroll Expenses 0.00 0.00
Reconciliation Discrepancies 0.00 0.00 -443.25 0.00 0.00

Total Expense 62,524.19 136,508.02 829,901.58 1,638,096.00 1,638,096.00

Net Ordinary Income -52,872.02 -65,585.02 95,094.48 -787,020.00 -787,020.00

Other Income/Expense
Other Expense

Transfer Account 0.00 0.00 0.00 0.00 0.00

Total Other Expense 0.00 0.00 0.00 0.00 0.00

Net Other Income 0.00 0.00 0.00 0.00 0.00

Net Income -52,872.02 -65,585.02 95,094.48 -787,020.00 -787,020.00

2:34 PM DRAINAGE DISTRICT No. 3
10/07/24 Profit & Loss Budget Performance
Accrual Basis September 2024
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Sep 24

OPERATING ACTIVITIES
Net Income -52,872.02
Adjustments to reconcile Net Income
to net cash provided by operations:

EMPLOYEE PAID EXPENSES:202-0400 Employee Insurance 820.69
Payroll Liabilities 11.22

Net cash provided by Operating Activities -52,040.11

Net cash increase for period -52,040.11

Cash at beginning of period 1,474,020.52

Cash at end of period 1,421,980.41

2:35 PM DRAINAGE DISTRICT No. 3
10/07/24 Statement of Cash Flows

September 2024
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GROUP: DD3 Active

Month September '24

MONTH

PAID MEDICAL 

CLAIMS

% OF 

TOTAL 

CLAIMS 

PAID

PAID VISION 

CLAIMS

% OF 

TOTAL 

CLAIMS 

PAID

PAID DENTAL 

CLAIMS

% OF 

TOTAL 

CLAIMS 

PAID

PAID PRESCRIPTION 

CLAIMS

% OF 

TOTAL 

CLAIMS 

PAID TOTAL CLAIMS PAID ADMIN TOTAL EXPENSES BILLED PREMIUM NET PROFIT/(LOSS)

January 1,212.78$                  20.25% -$                 0.00% 936.00$                      15.63% 3,839.99$                     64.12% 5,988.77$                      538.99$                   6,527.76$                     17,859.62$                 11,331.86$                 

February (977.47)$                   -24.81% -$                 0.00% -$                            0.00% 4,918.00$                     124.81% 3,940.53$                      354.65$                   4,295.18$                     17,859.62$                 13,564.44$                 

March 614.10$                     12.89% -$                 0.00% -$                            0.00% 4,149.66$                     87.11% 4,763.76$                      428.74$                   5,192.50$                     17,859.62$                 12,667.12$                 

April 688.99$                     -690.92% -$                 0.00% -$                            0.00% (788.71)$                       790.92% (99.72)$                          (8.97)$                      (108.69)$                      17,859.62$                 17,968.31$                 

May 2,083.48$                  41.83% -$                 0.00% -$                            0.00% 2,896.94$                     58.17% 4,980.42$                      448.24$                   5,428.66$                     17,859.62$                 12,430.96$                 

June 384.04$                  -17.82% -$               0.00% -$                         0.00% (2,539.15)$                 117.82% (2,155.11)$                  (193.96)$               (2,349.07)$                17,859.62$              20,208.69$                 

July 179.56$                  2.60% -$               0.00% 119.00$                   1.72% 6,617.26$                  95.68% 6,915.82$                   622.42$                 7,538.24$                  17,859.62$              10,321.38$                 

August 436.57$                  21.10% -$               0.00% 323.20$                   15.62% 1,309.28$                  63.28% 2,069.05$                   186.21$                 2,255.26$                  17,859.62$              15,604.36$                 

September 256.42$                  4.84% -$               0.00% -$                         0.00% 5,045.95$                  95.16% 5,302.37$                   477.21$                 5,779.58$                  17,859.62$              12,080.04$                 

October 0.00% 0.00% 0.00% 0.00% -$                         -$                             -$                            

November 0.00% 0.00% 0.00% 0.00% -$                         -$                             -$                            

December 0.00% 0.00% 0.00% 0.00% -$                         -$                             -$                            

TOTALS 4,878.47$          15.39% -$           0.00% 1,378.20$           4.35% 25,449.22$           80.27% 31,705.89$           2,853.53$         34,559.42$          160,736.58$       126,177.16$     

MONTHLY 

AVERAGE 542.05$                     -$                 153.13$                      2,827.69$                     3,522.88$                      237.79$                   2,879.95$                     17,859.62$                 10,514.76$                 

ANNUAL 

PROJECTION

S 6,504.63$                  -$                 1,837.60$                   33,932.29$                   42,274.52$                    2,853.53$                34,559.42$                   214,315.44$               126,177.16$               

PROJECTED 

MONTHLY 

AVERAGE 

PER 

ENROLLEE 108.41$                     -$                 30.63$                        565.54$                        704.58$                         

PROJECTED 

MONTHLY 

AVERAGE 

PER MEMBER 67.76$                       -$                 19.14$                        353.46$                        440.36$                         

           2024 SUMMARY REPORT
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1.0 INVESTMENT STRATEGY 
 
1.01 Jefferson County Drainage District 3 Maintenance & Operating Funds: 

 
All funds of the Jefferson County Drainage District 3 that are invested, are invested 
by matching the maturity of investments with liabilities.  Investments are made with 
the intention of holding to maturity, but with the ability to liquidate should funds be 
needed at any time.  This strategy is achieved by utilizing highly liquid short term 
Treasury Bills and Agency Discount Notes with a stated final maturity of one year or 
less. 

 
 
2.0 INVESTMENT SCOPE 
 
2.01 Legal Authority to Invest 
 

Texas Water Code, Tittle 49, Sec. 49.157, authorizes Jefferson County Drainage 
District 3 to invest District funds. 

 
2.02 Jefferson County Drainage District 3 Investment Portfolio Structure 
 

This investment policy applies to all financial assets of all funds of Jefferson County 
Drainage District 3, at the present time and any funds to be created in the future and 
other funds held in custody by the County Treasurer, unless expressly prohibited by 
law or unless it is in contravention of any depository contract between Jefferson 
County Drainage District 3 and any depository bank. 

 
2.03 Applicability of Policy 

 
This policy governs the investment of all financial assets of all funds of the Jefferson 
County Drainage District 3, and are managed in compliance with this policy and all 
applicable state and federal laws. 

 
3.0 INVESTMENT OBJECTIVES AND PRIORITIES 
 
3.01 General Statement 
 

This policy serves to satisfy the statutory requirements of the TEXAS 
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GOVERNMENT CODE, ANN., Title 10, Section 2256, Public Funds Investment Act, 
to define and adopt a formal investment policy. 

 
3.02 Safety of Principal 
 

The primary objective of Jefferson County Drainage District 3 is to ensure the safety 
of principal in all funds and to avoid speculative investing. 

 
3.03 Maintenance of Adequate Liquidity 
 

The secondary objective of Drainage District 3 is to strive to maintain adequate 
liquidity, through scheduled maturity of investments, to cover the cash needs of the 
Jefferson County Drainage District 3 consistent with the objectives of this policy. 

 
3.04 Desired Diversification 
 

It will be the policy of Jefferson County Drainage District 3 to diversify its portfolio 
to eliminate the risk of loss resulting from over concentration of assets in a specific 
maturity, a specific issuer or a specific class of investment.  Investments of the District 
shall always be selected that provide for stability of income and reasonable liquidity. 

 
3.05 Rate of Return on Investments 

It will be the objective of Jefferson County Drainage District 3,  to earn the maximum 
rate of return allowed on its investments within the policies imposed by its safety and 
liquidity objectives and state and federal law governing investment of public funds. 
 

3.06 Maturity 
 

Portfolio maturities will be structured to achieve the highest return of interest 
consistent with liquidity requirements of the Jefferson County Drainage District 3’s 
cash needs. No investment shall have a legal stated maturity of more than twelve (12) 
months. 

 
3.07 Quality and Capability of Investment Manager 
 

It is the Jefferson County Drainage District 3’s policy to provide periodic training in 
investments for the County Treasurer through courses and seminars offered by 
professional organizations and associations in order to insure the quality and 
capability of the County Treasurer in making investment decisions, in compliance 
with Sec. 2256.008 of the Public Funds Investment Act. 
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4.0 INVESTMENT RESPONSIBILITY AND CONTROL 
 
4.01 Delegation of Investment Authority 
 

In accordance with Sec. 2256.005 of the Public Funds Investment Act, the Jefferson 
County Drainage District 3 Board of Commissioners, may invest Districts funds that 
are not immediately required to pay obligations of the District.  The County 
Treasurer shall serve as Investment Officer and develop and maintain written 
administrative procedures for the operation of the investment program, consistent 
with this investment policy. 

 
4.02 Review of Policy 
 

The Jefferson County Drainage District 3, Board of Commissioners reviews 
investment policies and procedures, investment strategies, and investment 
performance.   

 
4.03 Prudence and Ethical Standards 
 

Jefferson County Drainage District 3, adopts the prudent fiduciary rule as applied in 
the then prevailing circumstances, when managing the Districts’ portfolio, within the 
applicable legal and policy constraints.  The prudent person rule is restated as 
follows: 

 
“Investments must be made with the judgement and care, under prevailing 
circumstances, which persons of prudence, discretion and intelligence would exercise 
in the management of their own affairs for investment, not for speculation, 
considering the probable safety of their capital as well as the probable income to be 
derived.” 

  
4.04 Liability of Investment Officer 
 

In accordance with Sec. 113.005, Texas Local Government Code, the County 
Treasurer is not responsible for any loss of the Jefferson County Drainage District 
3’s funds through the failure or negligence of a depository.  This section does not 
release the Treasurer from responsibility for a loss resulting from the official 
misconduct or negligence of the Treasurer, including a misappropriation of the funds, 
or from responsibility for funds until a depository is selected and the funds are 
deposited. 
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4.05 Accounting and Audit Control 

 
The Jefferson County Treasurer will establish liaison with the Jefferson County 
Drainage District 3 Board and Auditor, in preparing investment forms to assist the 
District’s Board and Auditor for accounting and auditing control. 

 
 
4.06 Subject to Audit 

 
The Jefferson County Treasurer is subject to audit by the Jefferson County Drainage 
District 3’s Auditor.  In addition, it is the policy of the Drainage District 3, Board of 
Commissioners, at a minimum, to have an annual audit of all Districts’ funds by an 
independent auditing firm.  The Jefferson County Treasurer and the District’s 
investment procedures shall be subject to the annual and any special audits as 
required. 

 
5.0 INVESTMENT REPORTING 
 
5.01 Monthly Reporting 
 

In accordance with Texas Government Code, Title 10, Sec. 2256.023, the Jefferson 
County Treasurer will report in writing, monthly, to the Jefferson County Drainage 
District 3’s Board of Commissioners.  The report shall include a detailed listing of all 
purchases, sales and payments, and description of each security held. 

 
 
5.02 Quarterly Reporting 
 

In accordance with Texas Government Code, Title 10, Sec. 2256.023, the Jefferson 
County Treasurer will report quarterly the portfolio statistics, listing the type and 
description of investment in detail, the broker/dealer used for purchase, the yield to 
maturity, the stated maturity date, and the previous and current market value. 

 
 
6.0 INVESTMENT INSTITUTIONS 
 
6.01 Depository Bank 
 

Fully collateralized Time Deposits, Certificates of Deposit, and interest-bearing 
checking accounts shall be placed at the Jefferson County Drainage District 3, 
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Depository Bank under a depository contract executed by Jefferson County Drainage 
District 3 Board of Commissioners and in compliance with the Texas Water Code, 
Title 4, Chapter 49.156 

 
6.02 Broker/Dealers 
 

The Jefferson County Treasurer shall invest District’s funds through the Federal 
Reserve Bank book entry system, consistent with federal and state law and the 
current Bank Depository contract.  Purchases shall be made with:  

  
6.021  U.S. Government Securities Dealers maintaining a National 

Association of Securities Dealers Series 7 license, and with knowledge 
of Institutional Investing, recommended by the County Treasurer, the 
Jefferson County Investment Advisory Committee, and approved by 
the Districts’ Board of Commissioners.  Dealers must comply with 
Section 6.03 of this Investment Policy to be selected. 

 
6.0202  The Capital Markets Division of the Depository Bank.      

 
 
6.03 Approval of Broker/Dealer 
 

The Jefferson County Treasurer reviews the applications of the 
broker/dealer/financial institutions for compliance with this policy and recommends 
institution must demonstrate possession of the following criteria: 

 
6.031  Institutional investment experience, 
6.032  Good references from public fund investment officers. 
6.033  Adequate capitalization per the Capital Adequacy Guidelines for 

Government Securities Dealers published by the New York Federal Reserve 
Bank. 

6.034  An understanding of this Investment Policies and Procedures Manual, 
6.035  Regulation by the Securities and Exchange Commission (“SEC”), 
6.036  Membership in good standing in the National Association of Securities 

Dealers, Inc., and  
6.037  Valid licensure from the State of Texas. 

 
 
7.0 INVESTMENT INSTRUMENTS 
 

The Jefferson County Treasurer shall use any or all of the following authorized 
investment instruments consistent with governing law and this policy: 

 
7.01 Bank Investments 
 

7.011  Fully collateralized Time Deposits. 
7.012  Fully collateralized Certificates of Deposit. 
7.013  Fully collateralized interest-bearing checking accounts. 
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7.02 Direct Investments  
 

7.021  United States Treasury Securities.  
7.022  Obligations of the United States or its agencies and instrumentalities, with a 

legal stated maturity of no more than twelve (12) months. 
            
 7.023  Excluded in the direct investments are derivative  securities including but 

not limited to Collateralized Mortgage Obligations.  
 

 
8.0 INVESTMENT PROCEDURES  
 
8.01 Confirmation of Trade 
 

A confirmation of trade will be provided by the broker/dealer to the Jefferson County 
Treasurer for every purchase of an investment security.  This trade ticket and 
confirmation will become a part of the file that is maintained on every investment 
security. 

 
8.02 Delivery Versus Payment 
 

It will be the policy of Jefferson County Drainage District 3, for all Treasury and 
Government Agency securities shall be purchased using the “delivery vs. Payment” 
(DVP) method through the Federal Reserve System.  By so doing, District funds are 
not released until the District has received, through the Federal Reserve wire, the 
securities purchased. 

 
8.03 All purchased securities shall be held in safekeeping by a third party financial 

institution, or with a Federal Reserve Bank in the name of the Jefferson County 
Drainage District 3. 

 
9.0 COLLATERAL AND SAFEKEEPING 
 
9.01 Collateral or Insurance 

 
The Jefferson County Treasurer shall insure that all Drainage District 3’s funds are 
fully collateralized or insured consistent with federal and state law and the current 
Depository Contract in one or more of the following manners: 

 
9.011 FDIC Insurance coverage 
9.012 United States Government Bonds, Notes, and Bills. 
9.013 Securities of federally-sponsored U. S. Agencies and instrumentalities of the   

United States Government. No Collateralized Mortgage Obligations are 
acceptable. 

9.014 Letters of Credit issued by the Federal Home Loan Bank of Dallas. 
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9.02 Safekeeping 
 

Securities pledged as collateral shall be deposited in trust with the Federal Reserve 
Bank or another disinterested third party bank under an appropriate legal contract. 
The amount of such securities pledged shall be determined by their market value. 

 
 
 
9.03 Collateral Reporting 

 
The Treasurer of Jefferson County shall report to Jefferson County Drainage District  
3, Board of Commissioners, his or her valuation of all collateral compared to all 
District’s deposits on a monthly basis.  Collateral deficiencies should be identified and 
immediately corrected through additional collateral deposited or reductions in the 
volume of deposited funds. 

 
10.0 INVESTMENT POLICY REVIEW AND AMENDMENT 
 
10.01 Review Procedures 
  

The Jefferson County Drainage District 3’s Board of Commissioners shall review its 
investment policy and investment strategies not less than annually. 

 
10.02 Changes to the Investment Policy 
  

The County Treasurer/Investment Officer must review the  Jefferson County 
Drainage District 3’s  Investment Policy not less than annually and recommend any 
changes to the Board of Commissioners. 
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 EXHIBIT 1 
 
 Certification 
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CERTIFICATION 
 

I hereby certify that I have personally read and understand the investment policy of the Jefferson 
County Drainage District 3, and have implemented reasonable procedures and controls designed 
to fulfill those objectives and conditions. Transactions between this firm and Jefferson County 
Drainage District 3 will be directed towards precluding imprudent investment activities and 
protecting the District from credit risk. 
 
All the sales personnel of this firm dealing with Jefferson County Drainage  District 3’s  accounts 
have been informed and will be routinely informed of the District’s investment horizons, 
limitations, strategy, and risk constraints, whenever we are so informed. 
 
This firm pledges due diligence in informing the Jefferson County Drainage District 3 of 
foreseeable risks associated with financial transactions connected to this firm.  
 
 
 ______________________ 
 (Firm) 
 
 
 _______________________ 
 (Firm Representative) 
 
 
 ________________________ 
 (Representative’s Title) 
 
 
 _________________________ 
 (Registration or Dealer Number) 
 
 
 __________________________ 
 (Signature) 
 
 
 __________________________ 
 (Date) 
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 EXHIBIT 2 
 

APPROVED LIST OF BROKER/DEALERS 
 
 
 
 
 
 
 
 
 
 
 
 
 



ORDER APPROVING 
JEFFERSON COUNTY INVESTMENT POLICY AND PROCEDURES 

Upon a motion of Commissioner ~ Y~r:Q D..dCJcva~~ , 
seconded by Commissioner~ e..£Q 1~ ~ , unanimously 

adopted the following policies and procedures, and the same 

are hereby approved, received and ordered filed. 

ORDERED this 16TH day of October , 2024 

Board Chairman 

_ 4"7 z ~ L 
~l E. Le~r.-

Secretary Commissioner 

16 
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Approved List of Broker/Dealers 
 

 
 
 
 

Stellar Bank 
55 IH 10 North 

Beaumont, Texas 77707 
 
 
 

Wells Fargo Bank 
       6250 Delaware Street 

Beaumont, Texas 77706 
 
 
 

Wells Fargo Capital Markets 
   1445 Ross Ave., Suite 420 

Dallas, Texas  75202 
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EXHIBIT 3 
 
 APPROVING ORDER 
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Chapter 2256-Public Funds Investment Act 
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GOVERNMENT CODE

TITLE 10. GENERAL GOVERNMENT

SUBTITLE F. STATE AND LOCAL CONTRACTS AND FUND MANAGEMENT

CHAPTER 2256. PUBLIC FUNDS INVESTMENT

SUBCHAPTER A. AUTHORIZED INVESTMENTS FOR GOVERNMENTAL ENTITIES

Sec. 2256.001.  SHORT TITLE.  This chapter may be cited as the Public Funds

Investment Act.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.002.  DEFINITIONS.  In this chapter:

(1) "Bond proceeds" means the proceeds from the sale of bonds, notes, and

other obligations issued by an entity, and reserves and funds maintained by an

entity for debt service purposes.

(2) "Book value" means the original acquisition cost of an investment

plus or minus the accrued amortization or accretion.

(3) "Funds" means public funds in the custody of a state agency or local

government that:

(A) are not required by law to be deposited in the state treasury;

and

(B) the investing entity has authority to invest.

(4) "Institution of higher education" has the meaning assigned by Section

61.003, Education Code.

(5) "Investing entity" and "entity" mean an entity subject to this

chapter and described by Section 2256.003.

(6) "Investment pool" means an entity created under this code to invest

public funds jointly on behalf of the entities that participate in the pool and

whose investment objectives in order of priority are:

(A) preservation and safety of principal;

(B) liquidity;  and

(C) yield.

(7) "Local government" means a municipality, a county, a school district,

a district or authority created under Section 52(b)(1) or (2), Article III, or

Section 59, Article XVI, Texas Constitution, a fresh water supply district, a

hospital district, and any political subdivision, authority, public corporation,

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=ED&Value=61.003
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.003
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=3.52
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=16.59
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body politic, or instrumentality of the State of Texas, and any nonprofit

corporation acting on behalf of any of those entities.

(8) "Market value" means the current face or par value of an investment

multiplied by the net selling price of the security as quoted by a recognized market

pricing source quoted on the valuation date.

(9) "Pooled fund group" means an internally created fund of an investing

entity in which one or more institutional accounts of the investing entity are

invested.

(10) "Qualified representative" means a person who holds a position with

a business organization, who is authorized to act on behalf of the business

organization, and who is one of the following:

(A) for a business organization doing business that is regulated by

or registered with a securities commission, a person who is registered under the

rules of the National Association of Securities Dealers;

(B) for a state or federal bank, a savings bank, or a state or

federal credit union, a member of the loan committee for the bank or branch of the

bank or a person 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

official or board with authority to administer the activities of the investment pool

to sign the written instrument on behalf of the investment pool;  or

(D) for an investment management firm registered under the Investment

Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or, if not subject to

registration under that Act, registered with the State Securities Board, a person

who is an officer or principal of the investment management firm.

(11) "School district" means a public school district.

(12) "Separately invested asset" means an account or fund of a state

agency or local government that is not invested in a pooled fund group.

(13) "State agency" means an office, department, commission, board, or

other agency that is part of any branch of state government, an institution of

higher education, and any nonprofit corporation acting on behalf of any of those

entities.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997,

75th Leg., ch. 1421, Sec. 1, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454,

Sec. 1, eff. Sept. 1, 1999.

Sec. 2256.003.  AUTHORITY TO INVEST FUNDS;  ENTITIES SUBJECT TO THIS CHAPTER.

(a) Each governing body of the following entities may purchase, sell, and invest

its funds and funds under its control in investments authorized under this

subchapter in compliance with investment policies approved by the governing body and

according to the standard of care prescribed by Section 2256.006:

(1) a local government;

(2) a state agency;

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.006
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(3)  a nonprofit corporation acting on behalf of a local government or a 

state agency;  or

(4)  an investment pool acting on behalf of two or more local governments, 

state agencies, or a combination of those entities.

(b)  In the exercise of its powers under Subsection (a), the governing body of 

an investing entity may contract with an investment management firm registered under 

the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or with the 

State Securities Board to provide for the investment and management of its public 

funds or other funds under its control.  A contract made under authority of this 

subsection may not be for a term longer than two years.  A renewal or extension of 

the contract must be made by the governing body of the investing entity by order, 

ordinance, or resolution.

(c)  This chapter does not prohibit an investing entity or investment officer 

from using the entity's employees or the services of a contractor of the entity to 

aid the investment officer in the execution of the officer's duties under this 

chapter.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1999, 

76th Leg., ch. 1454, Sec. 2, eff. Sept. 1, 1999.

Sec. 2256.004.  APPLICABILITY.  (a)  This subchapter does not apply to:

(1)  a public retirement system as defined by Section 802.001;

(2)  state funds invested as authorized by Section 404.024;

(3)  an institution of higher education having total endowments of at 

least $150 million in book value on September 1, 2017;

(4)  funds invested by the Veterans' Land Board as authorized by Chapter 

161, 162, or 164, Natural Resources Code;

(5)  registry funds deposited with the county or district clerk under 

Chapter 117, Local Government Code; or

(6)  a deferred compensation plan that qualifies under either Section 

401(k) or 457 of the Internal Revenue Code of 1986 (26 U.S.C. Section 1 et seq.), as 

amended.

(b)  This subchapter does not apply to an investment donated to an investing 

entity for a particular purpose or under terms of use specified by the donor.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 505, Sec. 24, eff. Sept. 1, 1997;  Acts 1997, 75th Leg., ch. 1421, 

Sec. 2, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 62, Sec. 8.21, eff. Sept. 1, 

1999;  Acts 1999, 76th Leg., ch. 1454, Sec. 3, eff. Sept. 1, 1999.

Amended by: 

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 1, eff. June 14, 2017.

Sec. 2256.005.  INVESTMENT POLICIES;  INVESTMENT STRATEGIES;  INVESTMENT 

OFFICER.  (a)  The governing body of an investing entity shall adopt by rule, order, 

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=802.001
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=404.024
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=NR&Value=161
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=NR&Value=162
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=NR&Value=164
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=117
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
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ordinance, or resolution, as appropriate, a written investment policy regarding the

investment of its funds and funds under its control.

(b) The investment policies must:

(1) be written;

(2) primarily emphasize safety of principal and liquidity;

(3) address investment diversification, yield, and maturity and the

quality and capability of investment management; and

(4) include:

(A) a list of the types of authorized investments in which the

investing entity's funds may be invested;

(B) the maximum allowable stated maturity of any individual

investment owned by the entity;

(C) for pooled fund groups, the maximum dollar-weighted average

maturity allowed based on the stated maturity date for the portfolio;

(D) methods to monitor the market price of investments acquired with

public funds;

(E) a requirement for settlement of all transactions, except

investment pool funds and mutual funds, on a delivery versus payment basis; and

(F) procedures to monitor rating changes in investments acquired with

public funds and the liquidation of such investments consistent with the provisions

of Section 2256.021.

(c) The investment policies may provide that bids for certificates of deposit

be solicited:

(1) orally;

(2) in writing;

(3) electronically;  or

(4) in any combination of those methods.

(d) As an integral part of an investment policy, the governing body shall

adopt a separate written investment strategy for each of the funds or group of funds

under its control.  Each investment strategy must describe the investment objectives

for the particular fund using the following priorities in order of importance:

(1) understanding of the suitability of the investment to the financial

requirements of the entity;

(2) preservation and safety of principal;

(3) liquidity;

(4) marketability of the investment if the need arises to liquidate the

investment before maturity;

(5) diversification of the investment portfolio;  and

(6) yield.

(e) The governing body of an investing entity shall review its investment

policy and investment strategies not less than annually.  The governing body shall

adopt a written instrument by rule, order, ordinance, or resolution stating that it

has reviewed the investment policy and investment strategies and that the written

instrument so adopted shall record any changes made to either the investment policy

or investment strategies.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.021
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(f) Each investing entity shall designate, by rule, order, ordinance, or

resolution, as appropriate, one or more officers or employees of the state agency,

local government, or investment pool as investment officer to be responsible for the

investment of its funds consistent with the investment policy adopted by the entity.

If the governing body of an investing entity has contracted with another investing

entity to invest its funds, the investment officer of the other investing entity is

considered to be the investment officer of the first investing entity for purposes

of this chapter.  Authority granted to a person to invest an entity's funds is

effective until rescinded by the investing entity, until the expiration of the

officer's term or the termination of the person's employment by the investing

entity, or if an investment management firm, until the expiration of the contract

with the investing entity.  In the administration of the duties of an investment

officer, the person designated as investment officer shall exercise the judgment and

care, under prevailing circumstances, that a prudent person would exercise in the

management of the person's own affairs, but the governing body of the investing

entity retains ultimate responsibility as fiduciaries of the assets of the entity.

Unless authorized by law, a person may not deposit, withdraw, transfer, or manage in

any other manner the funds of the investing entity.

(g) Subsection (f) does not apply to a state agency, local government, or

investment pool for which an officer of the entity is assigned by law the function

of investing its funds.

Text of subsec. (h) as amended by Acts 1997, 75th Leg., ch. 685, Sec. 1

(h) An officer or employee of a commission created under Chapter 391, Local

Government Code, is ineligible to be an investment officer for the commission under

Subsection (f) if the officer or employee is an investment officer designated under

Subsection (f) for another local government.

Text of subsec. (h) as amended by Acts 1997, 75th Leg., ch. 1421, Sec. 3

(h) An officer or employee of a commission created under Chapter 391, Local

Government Code, is ineligible to be designated as an investment officer under

Subsection (f) for any investing entity other than for that commission.

(i) An investment officer of an entity who has a personal business

relationship with a business organization offering to engage in an investment

transaction with the entity shall file a statement disclosing that personal business

interest.  An investment officer who is related within the second degree by affinity

or consanguinity, as determined under Chapter 573, to an individual seeking to sell

an investment to the investment officer's entity shall file a statement disclosing

that relationship.  A statement required under this subsection must be filed with

the Texas Ethics Commission and the governing body of the entity.  For purposes of

this subsection, an investment officer has a personal business relationship with a

business organization if:

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=391
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=391
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=573
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(1)  the investment officer owns 10 percent or more of the voting stock or 

shares of the business organization or owns $5,000 or more of the fair market value 

of the business organization;

(2)  funds received by the investment officer from the business 

organization exceed 10 percent of the investment officer's gross income for the 

previous year;  or

(3)  the investment officer has acquired from the business organization 

during the previous year investments with a book value of $2,500 or more for the 

personal account of the investment officer.

(j)  The governing body of an investing entity may specify in its investment 

policy that any investment authorized by this chapter is not suitable.

(k)  A written copy of the investment policy shall be presented to any business 

organization offering to engage in an investment transaction with an investing 

entity.  For purposes of this subsection and Subsection (l), "business organization" 

means an investment pool or investment management firm under contract with an 

investing entity to invest or manage the entity's investment portfolio that has 

accepted authority granted by the entity under the contract to exercise investment 

discretion in regard to the investing entity's funds.  Nothing in this subsection 

relieves the investing entity of the responsibility for monitoring the investments 

made by the investing entity to determine that they are in compliance with the 

investment policy.  The qualified representative of the business organization 

offering to engage in an investment transaction with an investing entity shall 

execute a written instrument in a form acceptable to the investing entity and the 

business organization substantially to the effect that the business organization 

has:

(1)  received and reviewed the investment policy of the entity; and

(2)  acknowledged that the business organization has implemented 

reasonable procedures and controls in an effort to preclude investment transactions 

conducted between the entity and the organization that are not authorized by the 

entity's investment policy, except to the extent that this authorization:

(A)  is dependent on an analysis of the makeup of the entity's entire 

portfolio;

(B)  requires an interpretation of subjective investment standards; or

(C)  relates to investment transactions of the entity that are not 

made through accounts or other contractual arrangements over which the business 

organization has accepted discretionary investment authority.

(l)  The investment officer of an entity may not acquire or otherwise obtain 

any authorized investment described in the investment policy of the investing entity 

from a business organization that has not delivered to the entity the instrument 

required by Subsection (k).

(m)  An investing entity other than a state agency, in conjunction with its 

annual financial audit, shall perform a compliance audit of management controls on 

investments and adherence to the entity's established investment policies.

(n)  Except as provided by Subsection (o), at least once every two years a 

state agency shall arrange for a compliance audit of management controls on 
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investments and adherence to the agency's established investment policies.  The 

compliance audit shall be performed by the agency's internal auditor or by a private 

auditor employed in the manner provided by Section 321.020.  Not later than January 

1 of each even-numbered year a state agency shall report the results of the most 

recent audit performed under this subsection to the state auditor.  Subject to a 

risk assessment and to the legislative audit committee's approval of including a 

review by the state auditor in the audit plan under Section 321.013, the state 

auditor may review information provided under this section.  If review by the state 

auditor is approved by the legislative audit committee, the state auditor may, based 

on its review, require a state agency to also report to the state auditor other 

information the state auditor determines necessary to assess compliance with laws 

and policies applicable to state agency investments.  A report under this subsection 

shall be prepared in a manner the state auditor prescribes.

(o)  The audit requirements of Subsection (n) do not apply to assets of a state 

agency that are invested by the comptroller under Section 404.024.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 685, Sec. 1, eff. Sept. 1, 1997;  Acts 1997, 75th Leg., ch. 1421, 

Sec. 3, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454, Sec. 4, eff. Sept. 1, 

1999;  Acts 2003, 78th Leg., ch. 785, Sec. 41, eff. Sept. 1, 2003.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 1, eff. June 17, 2011.

Acts 2017, 85th Leg., R.S., Ch. 149 (H.B. 1701), Sec. 1, eff. September 1, 

2017.

Sec. 2256.006.  STANDARD OF CARE.  (a)  Investments shall be made with judgment 

and care, under prevailing circumstances, that a person of prudence, discretion, and 

intelligence would exercise in the management of the person's own affairs, not for 

speculation, but for investment, considering the probable safety of capital and the 

probable income to be derived.  Investment of funds shall be governed by the 

following investment objectives, in order of priority:

(1)  preservation and safety of principal;

(2)  liquidity;  and

(3)  yield.

(b)  In determining whether an investment officer has exercised prudence with 

respect to an investment decision, the determination shall be made taking into 

consideration:

(1)  the investment of all funds, or funds under the entity's control, 

over which the officer had responsibility rather than a consideration as to the 

prudence of a single investment;  and

(2)  whether the investment decision was consistent with the written 

investment policy of the entity.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=321.020
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=321.013
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=404.024
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01701F.HTM
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Sec. 2256.007.  INVESTMENT TRAINING;  STATE AGENCY BOARD MEMBERS AND OFFICERS.  

(a)  Each member of the governing board of a state agency and its investment officer 

shall attend at least one training session relating to the person's responsibilities 

under this chapter within six months after taking office or assuming duties.

(b)  The Texas Higher Education Coordinating Board shall provide the training 

under this section.

(c)  Training under this section must include education in investment controls, 

security risks, strategy risks, market risks, diversification of investment 

portfolio, and compliance with this chapter.

(d)  An investment officer shall attend a training session not less than once 

each state fiscal biennium and may receive training from any independent source 

approved by the governing body of the state agency.  The investment officer shall 

prepare a report on this subchapter and deliver the report to the governing body of 

the state agency not later than the 180th day after the last day of each regular 

session of the legislature.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 73, Sec. 1, eff. May 9, 1997;  Acts 1997, 75th Leg., ch. 1421, Sec. 

4, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454, Sec. 5, eff. Sept. 1, 1999.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 2, eff. June 17, 2011.

Sec. 2256.008.  INVESTMENT TRAINING;  LOCAL GOVERNMENTS.  (a)  Except as 

provided by Subsections (a-1), (b), (b-1), (e), and (f), the treasurer, the chief 

financial officer if the treasurer is not the chief financial officer, and the 

investment officer of a local government shall:

(1)  attend at least one training session 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 and containing at least 10 hours of instruction relating to 

the treasurer's or officer's responsibilities under this subchapter within 12 months 

after taking office or assuming duties; and

(2)  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.

(a-1)  Except as provided by Subsection (g), the treasurer, or the chief 

financial officer if the treasurer is not the chief financial officer, and the 

investment officer of a school district or a municipality, in addition to the 

requirements of Subsection (a)(1), shall attend an investment training session not 

less than once in a two-year period that begins on the first day of the school 

district's or municipality's fiscal year and consists of the two consecutive fiscal 

http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
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years after that date, and receive not less than eight hours of instruction relating

to investment responsibilities under this subchapter from an independent source

approved by the governing body of the school district or municipality, or by a

designated investment committee advising the investment officer as provided for in

the investment policy of the school district or municipality.

(b) An investing entity created under authority of Section 52(b), Article III,

or Section 59, Article XVI, 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.  The treasurer or chief financial officer of an investing entity

created under authority of Section 52(b), Article III, or Section 59, Article XVI,

Texas Constitution, and that has fewer than five full-time employees is not required

to attend training required by this section unless the person is also the investment

officer of the entity.

(b-1)  A housing authority created under Chapter 392, Local Government Code,

may satisfy the training requirement provided by Subsection (a)(2) by requiring the

following person to attend, in each two-year period that begins on the first day of

that housing authority's fiscal year and consists of the two consecutive fiscal

years after that date, at least five hours of appropriate instruction:

(1) the treasurer, or the chief financial officer if the treasurer is not

the chief financial officer, or the investment officer; or

(2) if the authority does not have an officer described by Subdivision

(1), another officer of the authority.

(c) Training under this section must include education in investment controls,

security risks, strategy risks, market risks, diversification of investment

portfolio, and compliance with this chapter.

(d) Not later than December 31 each year, each individual, association,

business, organization, governmental entity, or other person that provides training

under this section shall report to the comptroller a list of the governmental

entities for which the person provided required training under this section during

that calendar year.  An individual's reporting requirements under this subsection

are satisfied by a report of the individual's employer or the sponsoring or

organizing entity of a training program or seminar.

(e) This section does not apply to a district governed by Chapter 36 or 49,

Water Code.

(f) Subsection (a)(2) does not apply to an officer of a municipality or

housing authority if the municipality or housing authority:

(1) does not invest municipal or housing authority funds, as applicable;

or

(2) only deposits those funds in:

(A) interest-bearing deposit accounts; or

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=3.52
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=16.59
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.003
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=3.52
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=16.59
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=392
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=WA&Value=36
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=WA&Value=49
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(B)  certificates of deposit as authorized by Section 2256.010.

(g)  Subsection (a-1) does not apply to the treasurer, chief financial officer, 

or investment officer of a school district if:

(1)  the district:

(A)  does not invest district funds; or

(B)  only deposits those funds in:

(i)  interest-bearing deposit accounts; or

(ii)  certificates of deposit as authorized by Section 2256.010; 

and

(2)  the treasurer, chief financial officer, or investment officer 

annually submits to the agency a sworn affidavit identifying the applicable criteria 

under Subdivision (1) that apply to the district.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 1421, Sec. 5, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454, 

Sec. 6, eff. Sept. 1, 1999;  Acts 2001, 77th Leg., ch. 69, Sec. 4, eff. May 14, 

2001.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 3, eff. June 17, 2011.

Acts 2015, 84th Leg., R.S., Ch. 222 (H.B. 1148), Sec. 1, eff. September 1, 

2015.

Acts 2015, 84th Leg., R.S., Ch. 1248 (H.B. 870), Sec. 1, eff. September 1, 

2015.

Acts 2017, 85th Leg., R.S., Ch. 324 (S.B. 1488), Sec. 8.015, eff. September 1, 

2017.

Acts 2017, 85th Leg., R.S., Ch. 1000 (H.B. 1238), Sec. 1, eff. September 1, 

2017.

Acts 2017, 85th Leg., R.S., Ch. 1000 (H.B. 1238), Sec. 2, eff. September 1, 

2017.

Acts 2019, 86th Leg., R.S., Ch. 477 (H.B. 293), Sec. 1, eff. June 7, 2019.

Sec. 2256.009.  AUTHORIZED INVESTMENTS:  OBLIGATIONS OF, OR GUARANTEED BY 

GOVERNMENTAL ENTITIES.  (a)  Except as provided by Subsection (b), the following are 

authorized investments under this subchapter:

(1)  obligations, including letters of credit, of the United States or its 

agencies and instrumentalities, including the Federal Home Loan Banks;

(2)  direct obligations of this state or its agencies and 

instrumentalities;

(3)  collateralized mortgage obligations directly issued by a federal 

agency or instrumentality of the United States, the underlying security for which is 

guaranteed by an agency or instrumentality of the United States;

(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, 

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.010
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.010
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/84R/billtext/html/HB01148F.HTM
http://www.legis.state.tx.us/tlodocs/84R/billtext/html/HB00870F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/SB01488F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01238F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01238F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB00293F.HTM
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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;

(5)  obligations of states, agencies, counties, cities, and other 

political subdivisions of any state rated as to investment quality by a nationally 

recognized investment rating firm not less than A or its equivalent;

(6)  bonds issued, assumed, or guaranteed by the State of Israel;

(7)  interest-bearing banking deposits that are guaranteed or insured by:

(A)  the Federal Deposit Insurance Corporation or its successor; or

(B)  the National Credit Union Share Insurance Fund or its successor; 

and

(8)  interest-bearing banking deposits other than those described by 

Subdivision (7) if:

(A)  the funds invested in the banking deposits are invested through:

(i)  a broker with a main office or branch office in this state 

that the investing entity selects from a list the governing body or designated 

investment committee of the entity adopts as required by Section 2256.025; or

(ii)  a depository institution with a main office or branch office 

in this state that the investing entity selects;

(B)  the broker or depository institution selected as described by 

Paragraph (A) arranges for the deposit of the funds in the banking deposits in one 

or more federally insured depository institutions, regardless of where located, for 

the investing entity's account;

(C)  the full amount of the principal and accrued interest of the 

banking deposits is insured by the United States or an instrumentality of the United 

States; and

(D)  the investing entity appoints as the entity's custodian of the 

banking deposits issued for the entity's account:

(i)  the depository institution selected as described by Paragraph 

(A);

(ii)  an entity described by Section 2257.041(d); or

(iii)  a clearing broker dealer registered with the Securities and 

Exchange Commission and operating under Securities and Exchange Commission Rule 

15c3-3 (17 C.F.R. Section 240.15c3-3).

(b)  The following are not authorized investments under this section:

(1)  obligations whose payment represents the coupon payments on the 

outstanding principal balance of the underlying mortgage-backed security collateral 

and pays no principal;

(2)  obligations whose payment represents the principal stream of cash 

flow from the underlying mortgage-backed security collateral and bears no interest;

(3)  collateralized mortgage obligations that have a stated final maturity 

date of greater than 10 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.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.025
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
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Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1999, 

76th Leg., ch. 1454, Sec. 7, eff. Sept. 1, 1999;  Acts 2001, 77th Leg., ch. 558, 

Sec. 1, eff. Sept. 1, 2001.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 4, eff. June 17, 2011.

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 2, eff. June 14, 2017.

Acts 2017, 85th Leg., R.S., Ch. 863 (H.B. 2647), Sec. 1, eff. June 15, 2017.

Acts 2017, 85th Leg., R.S., Ch. 874 (H.B. 2928), Sec. 1, eff. September 1, 

2017.

Sec. 2256.010.  AUTHORIZED INVESTMENTS:  CERTIFICATES OF DEPOSIT AND SHARE 

CERTIFICATES.  (a)  A certificate of deposit or share certificate is an authorized 

investment under this subchapter if the certificate is issued by a depository 

institution that has its main office or a branch office in this state and is:

(1)  guaranteed or insured by the Federal Deposit Insurance Corporation or 

its successor or the National Credit Union Share Insurance Fund or its successor;

(2)  secured by obligations that are described by Section 2256.009(a), 

including mortgage backed securities directly issued by a federal agency or 

instrumentality that have a market value of not less than the principal amount of 

the certificates, but excluding those mortgage backed securities of the nature 

described by Section 2256.009(b); or

(3)  secured in accordance with Chapter 2257 or in any other manner and 

amount provided by law for deposits of the investing entity.

(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

(B)  a depository institution that has its main office or a branch 

office in this state and that is selected by the investing entity;

(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;

(3)  the full amount of the principal and accrued interest of each of the 

certificates of deposit is insured by the United States or an instrumentality of the 

United States; and

(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 15c3-3 

(17 C.F.R. Section 240.15c3-3) as custodian for the investing entity with respect to 

the certificates of deposit issued for the account of the investing entity.

http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB02647F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB02928F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.025
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
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Amended by Acts 1995, 74th Leg., ch. 32, Sec. 1, eff. April 28, 1995;  Acts 1995,

74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 75th Leg., ch. 1421,

Sec. 6, eff. Sept. 1, 1997.

Amended by:

Acts 2005, 79th Leg., Ch. 128 (H.B. 256), Sec. 1, eff. September 1, 2005.

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 5, eff. June 17, 2011.

Acts 2017, 85th Leg., R.S., Ch. 874 (H.B. 2928), Sec. 2, eff. September 1,

2017.

Sec. 2256.011.  AUTHORIZED INVESTMENTS:  REPURCHASE AGREEMENTS.  (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) or 2256.013 or, if applicable, Section 2256.0204;

(3) requires the securities being purchased by the entity or cash held by

the entity to be pledged to the entity either directly or through a joint account

approved by the entity, held in the entity's name either directly or through a joint

account approved by the entity, and deposited at the time the investment is made

with the entity or with a third party selected and approved by the entity; and

(4) is placed through a primary government securities dealer, as defined

by the Federal Reserve, or a financial institution doing business in this state.

(a-1)  A repurchase agreement made by an investing entity under this section

may be submitted for clearing and settlement to a covered clearing agency, as

defined by the Securities and Exchange Commission in Rule 17Ad-22 (17 C.F.R. Section

240.17Ad-22).

(b) In this section:

(1) "Joint account" means an account maintained by a custodian bank and

established on behalf of two or more parties to engage in aggregate repurchase

agreement transactions.

(2) "Repurchase agreement" means a simultaneous agreement to buy, hold

for a specified time, and sell back at a future date obligations described by

Section 2256.009(a)(1) or 2256.013 or, if applicable, Section 2256.0204, at a market

value at the time the funds are disbursed of not less than the principal amount of

the funds disbursed. The term includes a direct security repurchase agreement and a

reverse security repurchase agreement.

(c) Notwithstanding any other law, the term of any reverse security repurchase

agreement may not exceed 90 days after the date the reverse security repurchase

agreement is delivered.

(d) Money received by an entity under the terms of a reverse security

repurchase agreement shall be used to acquire additional authorized investments, but

the term of the authorized investments acquired must mature not later than the

expiration date stated in the reverse security repurchase agreement.

http://www.legis.state.tx.us/tlodocs/79R/billtext/html/HB00256F.HTM
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB02928F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.013
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.0204
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.013
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.0204
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(e)  Section 1371.059(c) applies to the execution of a repurchase agreement by 

an investing entity.

(f)  An investing entity that contracts with an investment management firm 

under Section 2256.003(b) may authorize the firm to invest the entity's public funds 

or other funds under the entity's control in repurchase agreements as provided by 

this section using a joint account.

(g)  An investment management firm responsible for managing a repurchase 

agreement transaction using a joint account on behalf of an investing entity as 

authorized under Subsection (f) must ensure that:

(1)  accounting and control procedures are implemented to document the 

investing entity's aggregate daily investment and pro rata share in the joint 

account;

(2)  each party participating in the joint account retains the sole rights 

of ownership to the party's pro rata share of assets invested in the joint account, 

including investment earnings on those assets; and

(3)  policies and procedures are implemented to prevent a party 

participating in the joint account from using any part of a balance of the joint 

account that is credited to another party.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 6, eff. June 17, 2011.

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 3, eff. June 14, 2017.

Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 1, eff. September 1, 

2019.

Acts 2023, 88th Leg., R.S., Ch. 1093 (S.B. 1246), Sec. 7, eff. June 18, 2023.

Sec. 2256.0115.  AUTHORIZED INVESTMENTS:  SECURITIES LENDING PROGRAM.  (a)  A 

securities lending program is an authorized investment under this subchapter if it 

meets the conditions provided by this section.

(b)  To qualify as an authorized investment under this subchapter:

(1)  the value of securities loaned under the program must be not less 

than 100 percent collateralized, including accrued income;

(2)  a loan made under the program must allow for termination at any time;

(3)  a loan made under the program must be secured by:

(A)  pledged securities described by Section 2256.009;

(B)  pledged irrevocable letters of credit issued by a bank that is:

(i)  organized and existing under the laws of the United States or 

any other state;  and

(ii)  continuously rated by at least one nationally recognized 

investment rating firm at not less than A or its equivalent;  or

(C)  cash invested in accordance with Section:

(i)  2256.009;

(ii)  2256.013;

(iii)  2256.014;  or

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=1371.059
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.003
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
http://www.legis.state.tx.us/tlodocs/88R/billtext/html/SB01246F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
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(iv)  2256.016;

(4)  the terms of a loan made under the program must require that the 

securities being held as collateral be:

(A)  pledged to the investing entity;

(B)  held in the investing entity's name;  and

(C)  deposited at the time the investment is made with the entity or 

with a third party selected by or approved by the investing entity;

(5)  a loan made under the program must be placed through:

(A)  a primary government securities dealer, as defined by 5 C.F.R. 

Section 6801.102(f), as that regulation existed on September 1, 2003;  or

(B)  a financial institution doing business in this state;  and

(6)  an agreement to lend securities that is executed under this section 

must have a term of one year or less.

Added by Acts 2003, 78th Leg., ch. 1227, Sec. 1, eff. Sept. 1, 2003.

Sec. 2256.012.  AUTHORIZED INVESTMENTS:  BANKER'S ACCEPTANCES.  A bankers' 

acceptance is an authorized investment under this subchapter if the bankers' 

acceptance:

(1)  has a stated maturity of 270 days or fewer from the date of its 

issuance;

(2)  will be, in accordance with its terms, liquidated in full at 

maturity;

(3)  is eligible for collateral for borrowing from a Federal Reserve Bank;  

and

(4)  is accepted by a bank organized and existing under the laws of the 

United States or any state, if the short-term obligations of the bank, or of a bank 

holding company of which the bank is the largest subsidiary, are rated not less than 

A-1 or P-1 or an equivalent rating by at least one nationally recognized credit 

rating agency.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.013.  AUTHORIZED INVESTMENTS: COMMERCIAL PAPER.  Commercial paper is 

an authorized investment under this subchapter if the commercial paper:

(1)  has a stated maturity of 365 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 nationally recognized credit rating agencies; or

(B)  one 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.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Amended by: 
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Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 2, eff. September 1, 

2019.

Sec. 2256.014.  AUTHORIZED INVESTMENTS:  MUTUAL FUNDS.

(a)  A no-load money market mutual fund is an authorized investment under this 

subchapter if the mutual fund:

(1)  is registered with and regulated by the Securities and Exchange 

Commission;

(2)  provides the investing entity with a prospectus and other information 

required by the Securities Exchange Act of 1934 (15 U.S.C. Section 78a et seq.) or 

the Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.); and

(3)  complies with federal Securities and Exchange Commission Rule 2a-7 

(17 C.F.R. Section 270.2a-7), promulgated under the Investment Company Act of 1940 

(15 U.S.C. Section 80a-1 et seq.).

(b)  In addition to a no-load money market mutual fund permitted as an 

authorized investment in Subsection (a), a no-load mutual fund is an authorized 

investment under this subchapter if the mutual fund:

(1)  is registered with the Securities and Exchange Commission;

(2)  has an average weighted maturity of less than two years; and

(3)  either:

(A)  has a duration of one year or more and is invested exclusively in 

obligations approved by this subchapter; or

(B)  has a duration of less than one year and the investment portfolio 

is limited to investment grade securities, excluding asset-backed securities.

(c)  An entity is not authorized by this section to:

(1)  invest in the aggregate more than 15 percent of its monthly average 

fund balance, excluding bond proceeds and reserves and other funds held for debt 

service, in mutual funds described in Subsection (b);

(2)  invest any portion of bond proceeds, reserves and funds held for debt 

service, in mutual funds described in Subsection (b);  or

(3)  invest its funds or funds under its control, including bond proceeds 

and reserves and other funds held for debt service, in any one mutual fund described 

in Subsection (a) or (b) in an amount that exceeds 10 percent of the total assets of 

the mutual fund.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 1421, Sec. 7, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454, 

Sec. 8, eff. Sept. 1, 1999.

Amended by: 

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 4, eff. June 14, 2017.

Sec. 2256.015.  AUTHORIZED INVESTMENTS:  GUARANTEED INVESTMENT CONTRACTS.  (a)  

A guaranteed investment contract is an authorized investment for bond proceeds under 

this subchapter if the guaranteed investment contract:

(1)  has a defined termination date;

http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
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(2) is secured by obligations described by Section 2256.009(a)(1),

excluding those obligations described by Section 2256.009(b), in an amount at least

equal to the amount of bond proceeds invested under the contract;  and

(3) is pledged to the entity and deposited with the entity or with a

third party selected and approved by the entity.

(b) Bond proceeds, other than bond proceeds representing reserves and funds

maintained for debt service purposes, may not be invested under this subchapter in a

guaranteed investment contract with a term of longer than five years from the date

of issuance of the bonds.

(c) To be eligible as an authorized investment:

(1) the governing body of the entity must specifically authorize

guaranteed investment contracts as an eligible investment in the order, ordinance,

or resolution authorizing the issuance of bonds;

(2) the entity must receive bids from at least three separate providers

with no material financial interest in the bonds from which proceeds were received;

(3) the entity must purchase the highest yielding guaranteed investment

contract for which a qualifying bid is received;

(4) the price of the guaranteed investment contract must take into

account the reasonably expected drawdown schedule for the bond proceeds to be

invested;  and

(5) the provider must certify the administrative costs reasonably

expected to be paid to third parties in connection with the guaranteed investment

contract.

(d) Section 1371.059(c) applies to the execution of a guaranteed investment

contract by an investing entity.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997,

75th Leg., ch. 1421, Sec. 8, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 1454,

Sec. 9, 10, eff. Sept. 1, 1999.

Amended by:

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 5, eff. June 14, 2017.

Sec. 2256.016.  AUTHORIZED INVESTMENTS:  INVESTMENT POOLS.  (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 pool.

(b) To be eligible 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 an offering circular or other

similar disclosure instrument that contains, at a minimum, the following

information:

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=1371.059
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
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(1) the types of investments in which money is allowed to be invested;

(2) the maximum average dollar-weighted maturity allowed, based on the

stated maturity date, of the pool;

(3) the maximum stated maturity date any investment security within the

portfolio has;

(4) the objectives of the pool;

(5) the size of the pool;

(6) the names of the members of the advisory board of the pool and the

dates their terms expire;

(7) the custodian bank that will safekeep the pool's assets;

(8) whether the intent of the pool is to maintain a net asset value of

one dollar and the risk of market price fluctuation;

(9) 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;

(10) the name and address of the independent auditor of the pool;

(11) the requirements to be satisfied for an entity to deposit funds in

and withdraw funds from the pool and any deadlines or other operating policies

required for the entity to invest funds in and withdraw funds from the pool;

(12) the performance history of the pool, including yield, average

dollar-weighted maturities, and expense ratios; and

(13) the pool's policy regarding holding deposits in cash.

(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:

(1) investment transaction confirmations; and

(2) a monthly report that contains, at a minimum, the following

information:

(A) the types and percentage breakdown of securities in which the

pool is invested;

(B) the current average dollar-weighted maturity, based on the stated

maturity date, of the pool;

(C) the current percentage of the pool's portfolio in investments

that have stated maturities of more than one year;

(D) the book value versus the market value of the pool's portfolio,

using amortized cost valuation;

(E) the size of the pool;

(F) the number of participants in the pool;

(G) the custodian bank that is safekeeping the assets of the pool;

(H) a listing of daily transaction activity of the entity

participating in the pool;

(I) the yield and expense ratio of the pool, including a statement

regarding how yield is calculated;

(J) the portfolio managers of the pool; and

(K) any changes or addenda to the offering circular.
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(d)  An entity by contract may delegate to an investment pool the authority to 

hold legal title as custodian of investments purchased with its local funds.

(e)  In this section, for purposes of an investment pool for which a $1.00 net 

asset value is maintained, "yield" shall be calculated in accordance with 

regulations governing the registration of open-end management investment companies 

under the Investment Company Act of 1940, as promulgated from time to time by the 

federal Securities and Exchange Commission.

(f)  To be eligible to receive funds from and invest funds on behalf of an 

entity under this chapter:

(1)  a public funds investment pool that uses amortized cost or fair value 

accounting must mark its portfolio to market daily; and

(2)  if the investment pool uses amortized cost:

(A)  the investment pool must, to the extent reasonably possible, 

stabilize at a $1.00 net asset value, when rounded and expressed to two decimal 

places;

(B)  the governing body of the investment pool must, 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, take action as the body determines necessary to 

eliminate or reduce to the extent reasonably practicable any dilution or unfair 

result to existing participants, including a sale of portfolio holdings to attempt 

to maintain the ratio between 0.995 and 1.005; and

(C)  the investment pool must, in addition to the requirements of its 

investment policy and any other forms of reporting, report yield to its investors in 

accordance with regulations of the federal Securities and Exchange Commission 

applicable to reporting by money market funds.

(g)  To be eligible to receive funds from and invest funds on behalf of an 

entity under this chapter, a public funds investment pool must have an advisory 

board composed:

(1)  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 and managed by a state 

agency;  or

(2)  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.

(h)  To maintain eligibility to receive funds from and invest funds on behalf 

of 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 least one nationally 

recognized rating service.

(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.

(j)  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 

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=791
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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.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997, 

75th Leg., ch. 1421, Sec. 9, eff. Sept. 1, 1997.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 7, eff. June 17, 2011.

Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 6, eff. June 14, 2017.

Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 3, eff. September 1, 

2019.

Sec. 2256.017.  EXISTING INVESTMENTS.  Except as provided by Chapter 2270, an 

entity is not required to liquidate investments that were authorized investments at 

the time of purchase.

Added by Acts 1995, 74th Leg., ch. 76, Sec. 5.46(a), eff. Sept. 1, 1995;  Acts 1995, 

74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.  Amended by Acts 1997, 75th Leg., 

ch. 1421, Sec. 10, eff. Sept. 1, 1997.

Amended by: 

Acts 2017, 85th Leg., R.S., Ch. 96 (S.B. 253), Sec. 2, eff. May 23, 2017.

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.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.  Amended by Acts 

1997, 75th Leg., ch. 1421, Sec. 11, eff. Sept. 1, 1997.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 8, eff. June 17, 2011.

Sec. 2256.020.  AUTHORIZED INVESTMENTS:  INSTITUTIONS OF HIGHER EDUCATION.  In 

addition to the authorized investments permitted by this subchapter, an institution 

of higher education may purchase, sell, and invest its funds and funds under its 

control in the following:

(1)  cash management and fixed income funds sponsored by organizations 

exempt from federal income taxation under Section 501(f), Internal Revenue Code of 

1986 (26 U.S.C. Section 501(f));

(2)  negotiable certificates of deposit issued by a bank that has a 

certificate of deposit rating of at least 1 or the equivalent by a nationally 

recognized credit rating agency or that is associated with a holding company having 

http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2270
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/SB00253F.HTM
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM
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a commercial paper rating of at least A-1, P-1, or the equivalent by a nationally 

recognized credit rating agency;  and

(3)  corporate bonds, debentures, or similar debt obligations rated by a 

nationally recognized investment rating firm in one of the two highest long-term 

rating categories, without regard to gradations within those categories.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.0201.  AUTHORIZED INVESTMENTS;  MUNICIPAL UTILITY.  (a)  A 

municipality that owns a municipal electric utility that is engaged in the 

distribution and sale of electric energy or natural gas to the public may enter into 

a hedging contract and related security and insurance agreements in relation to fuel 

oil, natural gas, coal, nuclear fuel, and electric energy to protect against loss 

due to price fluctuations.  A hedging transaction must comply with the regulations 

of the Commodity Futures Trading Commission and the Securities and Exchange 

Commission.  If there is a conflict between the municipal charter of the 

municipality and this chapter, this chapter prevails.

(b)  A payment by a municipally owned electric or gas utility under a hedging 

contract or related agreement in relation to fuel supplies or fuel reserves is a 

fuel expense, and the utility may credit any amounts it receives under the contract 

or agreement against fuel expenses.

(c)  The governing body of a municipally owned electric or gas utility or the 

body vested with power to manage and operate the municipally owned electric or gas 

utility may set policy regarding hedging transactions.

(d)  In this section, "hedging" means the buying and selling of fuel oil, 

natural gas, coal, nuclear fuel, and electric energy futures or options or similar 

contracts on those commodities and related transportation costs as a protection 

against loss due to price fluctuation.

Added by Acts 1999, 76th Leg., ch. 405, Sec. 48, eff. Sept. 1, 1999.

Amended by: 

Acts 2007, 80th Leg., R.S., Ch. 7 (S.B. 495), Sec. 1, eff. April 13, 2007.

Sec. 2256.0202.  AUTHORIZED INVESTMENTS:  MUNICIPAL FUNDS FROM MANAGEMENT AND 

DEVELOPMENT OF MINERAL RIGHTS.  (a)  In addition to other investments authorized 

under this subchapter, a municipality may invest funds received by the municipality 

from a lease or contract for the management and development of land owned by the 

municipality and leased for oil, gas, or other mineral development in any investment 

authorized to be made by a trustee under Subtitle B, Title 9, Property Code (Texas 

Trust Code).

(b)  Funds invested by a municipality under this section shall be segregated 

and accounted for separately from other funds of the municipality.

Added by Acts 2009, 81st Leg., R.S., Ch. 1371 (S.B. 894), Sec. 1, eff. September 1, 

2009.

http://www.legis.state.tx.us/tlodocs/80R/billtext/html/SB00495F.HTM
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00894F.HTM
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Sec. 2256.0203.  AUTHORIZED INVESTMENTS: PORTS AND NAVIGATION DISTRICTS. (a) In 

this section, "district" means a navigation district organized under Section 52, 

Article III, or Section 59, Article XVI, Texas Constitution.

(b)  In addition to the authorized investments permitted by this subchapter, a 

port or district may purchase, sell, and invest its funds and funds under its 

control in negotiable certificates of deposit issued by a bank that has a 

certificate of deposit rating of at least 1 or the equivalent by a nationally 

recognized credit rating agency or that is associated with a holding company having 

a commercial paper rating of at least A-1, P-1, or the equivalent by a nationally 

recognized credit rating agency.

Added by Acts 2011, 82nd Leg., R.S., Ch. 804 (H.B. 2346), Sec. 1, eff. September 1, 

2011.

Sec. 2256.0204.  AUTHORIZED INVESTMENTS:  INDEPENDENT SCHOOL DISTRICTS.  (a)  

In this section, "corporate bond" means a senior secured debt obligation issued by a 

domestic business entity and rated not lower than "AA-" or the equivalent by a 

nationally recognized investment rating firm.  The term does not include a debt 

obligation that:

(1)  on conversion, would result in the holder becoming a stockholder or 

shareholder in the entity, or any affiliate or subsidiary of the entity, that issued 

the debt obligation; or

(2)  is an unsecured debt obligation.

(b)  This section applies only to an independent school district that qualifies 

as an issuer as defined by Section 1371.001.

(c)  In addition to authorized investments permitted by this subchapter, an 

independent school district subject to this section may purchase, sell, and invest 

its funds and funds under its control in corporate bonds that, at the time of 

purchase, are rated by a nationally recognized investment rating firm "AA-" or the 

equivalent and have a stated final maturity that is not later than the third 

anniversary of the date the corporate bonds were purchased.

(d)  An independent school district subject to this section is not authorized 

by this section to:

(1)  invest in the aggregate more than 15 percent of its monthly average 

fund balance, excluding bond proceeds, reserves, and other funds held for the 

payment of debt service, in corporate bonds; or

(2)  invest more than 25 percent of the funds invested in corporate bonds 

in any one domestic business entity, including subsidiaries and affiliates of the 

entity.

(e)  An independent school district subject to this section may purchase, sell, 

and invest its funds and funds under its control in corporate bonds if the governing 

body of the district:

(1)  amends its investment policy to authorize corporate bonds as an 

eligible investment;

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=3.52
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=CN&Value=16.59
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02346F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=1371.001
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(2)  adopts procedures to provide for:

(A)  monitoring rating changes in corporate bonds acquired with public 

funds; and

(B)  liquidating the investment in corporate bonds; and

(3)  identifies the funds eligible to be invested in corporate bonds.

(f)  The investment officer of an independent school district, acting on behalf 

of the district, shall sell corporate bonds in which the district has invested its 

funds not later than the seventh day after the date a nationally recognized 

investment rating firm:

(1)  issues a release that places the corporate bonds or the domestic 

business entity that issued the corporate bonds on negative credit watch or the 

equivalent, if the corporate bonds are rated "AA-" or the equivalent at the time the 

release is issued; or

(2)  changes the rating on the corporate bonds to a rating lower than "AA-

" or the equivalent.

(g)  Repealed by Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 5, eff. 

September 1, 2019.

Added by Acts 2011, 82nd Leg., R.S., Ch. 1347 (S.B. 1543), Sec. 1, eff. June 17, 

2011.

Amended by: 

Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 5, eff. September 1, 

2019.

Sec. 2256.0205.  AUTHORIZED INVESTMENTS; DECOMMISSIONING TRUST.  (a)  In this 

section:

(1)  "Decommissioning trust" means a trust created to provide the Nuclear 

Regulatory Commission assurance that funds will be available for decommissioning 

purposes as required under 10 C.F.R. Part 50 or other similar regulation.

(2)  "Funds" includes any money held in a decommissioning trust regardless 

of whether the money is considered to be public funds under this subchapter.

(b)  In addition to other investments authorized under this subchapter, a 

municipality that owns a municipal electric utility that is engaged in the 

distribution and sale of electric energy or natural gas to the public may invest 

funds held in a decommissioning trust in any investment authorized by Subtitle B, 

Title 9, Property Code.

Added by Acts 2005, 79th Leg., Ch. 121 (S.B. 1464), Sec. 1, eff. September 1, 2005.

Sec. 2256.0206.  AUTHORIZED INVESTMENTS: HEDGING TRANSACTIONS.  (a)  In this 

section:

(1)  "Eligible entity" means a political subdivision that has:

(A)  a principal amount of at least $250 million in:

(i)  outstanding long-term indebtedness;

(ii)  long-term indebtedness proposed to be issued; or

http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
http://www.legis.state.tx.us/tlodocs/82R/billtext/html/SB01543F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
http://www.legis.state.tx.us/tlodocs/79R/billtext/html/SB01464F.HTM
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(iii)  a combination of outstanding long-term indebtedness and 

long-term indebtedness proposed to be issued; and

(B)  outstanding long-term indebtedness that is rated in one of the 

four highest rating categories for long-term debt instruments by a nationally 

recognized rating agency for municipal securities, without regard to the effect of 

any credit agreement or other form of credit enhancement entered into in connection 

with the obligation.

(2)  "Eligible project" has the meaning assigned by Section 1371.001.

(3)  "Hedging" means acting to protect against economic loss due to price 

fluctuation of a commodity or related investment by entering into an offsetting 

position or using a financial agreement or producer price agreement in a correlated 

security, index, or other commodity.

(b)  This section prevails to the extent of any conflict between this section 

and:

(1)  another law; or

(2)  an eligible entity's municipal charter, if applicable.

(c)  The governing body of an eligible entity shall establish the entity's 

policy regarding hedging transactions.

(d)  An eligible entity may enter into hedging transactions, including hedging 

contracts, and related security, credit, and insurance agreements in connection with 

commodities used by an eligible entity in the entity's general operations, with the 

acquisition or construction of a capital project, or with an eligible project.  A 

hedging transaction must comply with the regulations of the federal Commodity 

Futures Trading Commission and the federal Securities and Exchange Commission.

(e)  An eligible entity may pledge as security for and to the payment of a 

hedging contract or a security, credit, or insurance agreement any general or 

special revenues or funds the entity is authorized by law to pledge to the payment 

of any other obligation.

(f)  Section 1371.059(c) applies to the execution by an eligible entity of a 

hedging contract and any related security, credit, or insurance agreement.

(g)  An eligible entity may credit any amount the entity receives under a 

hedging contract against expenses associated with a commodity purchase.

(h)  An eligible entity's cost of or payment under a hedging contract or 

agreement may be considered:

(1)  an operation and maintenance expense of the eligible entity;

(2)  an acquisition expense of the eligible entity;

(3)  a project cost of an eligible project; or

(4)  a construction expense of the eligible entity.

Added by Acts 2017, 85th Leg., R.S., Ch. 773 (H.B. 1003), Sec. 7, eff. June 14, 

2017.

Sec. 2256.0207.  AUTHORIZED INVESTMENTS: PUBLIC JUNIOR COLLEGE DISTRICT FUNDS 

FROM MANAGEMENT AND DEVELOPMENT OF MINERAL RIGHTS.  (a)  In addition to other 

investments authorized under this subchapter, the governing board of a public junior 

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=1371.001
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=1371.059
http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01003F.HTM
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college district may invest funds received by the district from a lease or contract 

for the management and development of land owned by the district and leased for oil, 

gas, or other mineral development in any investment authorized to be made by a 

trustee under Subtitle B, Title 9, Property Code (Texas Trust Code).

(b)  Funds invested by the governing board of a public junior college district 

under this section shall be segregated and accounted for separately from other funds 

of the district.

Added by Acts 2017, 85th Leg., R.S., Ch. 344 (H.B. 1472), Sec. 1, eff. September 1, 

2017.

Redesignated from Government Code, Section 2256.0206 by Acts 2019, 86th Leg., R.S., 

Ch. 467 (H.B. 4170), Sec. 21.001(34), eff. September 1, 2019.

Sec. 2256.0208.  LOCAL GOVERNMENT INVESTMENT OF BOND PROCEEDS AND PLEDGED 

REVENUE.  (a)  In this section, "pledged revenue" means money pledged to the payment 

of or as security for:

(1)  bonds or other indebtedness issued by a local government;

(2)  obligations under a lease, installment sale, or other agreement of a 

local government; or

(3)  certificates of participation in a debt or obligation described by 

Subdivision (1) or (2).

(b)  The investment officer of a local government may invest bond proceeds or 

pledged revenue only to the extent permitted by this chapter, in accordance with:

(1)  statutory provisions governing the debt issuance or the agreement, as 

applicable; and

(2)  the local government's investment policy regarding the debt issuance 

or the agreement, as applicable.

Added by Acts 2019, 86th Leg., R.S., Ch. 1133 (H.B. 2706), Sec. 4, eff. September 1, 

2019.

Sec. 2256.021.  EFFECT OF LOSS OF REQUIRED RATING.  An investment that requires 

a minimum rating under this subchapter does not qualify as an authorized investment 

during the period the investment does not have the minimum rating.  An entity shall 

take all prudent measures that are consistent with its investment policy to 

liquidate an investment that does not have the minimum rating.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.022.  EXPANSION OF INVESTMENT AUTHORITY.  Expansion of investment 

authority granted by this chapter shall require a risk assessment by the state 

auditor or performed at the direction of the state auditor, subject to the 

legislative audit committee's approval of including the review in the audit plan 

under Section 321.013.

http://www.legis.state.tx.us/tlodocs/85R/billtext/html/HB01472F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.0206
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB04170F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/HB02706F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=321.013
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Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.  Amended by Acts 

2003, 78th Leg., ch. 785, Sec. 42, eff. Sept. 1, 2003.

Sec. 2256.023.  INTERNAL MANAGEMENT REPORTS.  (a)  Not less than quarterly, the 

investment officer shall prepare and submit to the governing body of the entity a 

written report of investment transactions for all funds covered by this chapter for 

the preceding reporting period.

(b)  The report must:

(1)  describe in detail the investment position of the entity on the date 

of the report;

(2)  be prepared jointly by all investment officers of the entity;

(3)  be signed by each investment officer of the entity;

(4)  contain a summary statement of each pooled fund group that states 

the:

(A)  beginning market value for the reporting period;

(B)   ending market value for the period; and

(C)  fully accrued interest for the reporting period;

(5)  state the book value and market value of each separately invested 

asset at the end of the reporting period by the type of asset and fund type 

invested;

(6)  state the maturity date of each separately invested asset that has a 

maturity date;

(7)  state the account or fund or pooled group fund in the state agency or 

local government for which each individual investment was acquired; and

(8)  state the compliance of the investment portfolio of the state agency 

or local government as it relates to:

(A)  the investment strategy expressed in the agency's or local 

government's investment policy; and

(B)  relevant provisions of this chapter.

(c)  The report shall be presented not less than quarterly to the governing 

body and the chief executive officer of the entity within a reasonable time after 

the end of the period.

(d)  If an entity invests in other than money market mutual funds, investment 

pools or accounts offered by its depository bank in the form of certificates of 

deposit, or money market accounts or similar accounts, the reports prepared by the 

investment officers under this section shall be formally reviewed at least annually 

by an independent auditor, and the result of the review shall be reported to the 

governing body by that auditor.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.  Amended by Acts 

1997, 75th Leg., ch. 1421, Sec. 12, eff. Sept. 1, 1997.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 1004 (H.B. 2226), Sec. 9, eff. June 17, 2011.

http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02226F.HTM


2/15/24, 1:45 PM GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT

https://statutes.capitol.texas.gov/Docs/GV/htm/GV.2256.htm 27/28

Sec. 2256.024.  SUBCHAPTER CUMULATIVE.  (a)  The authority granted by this 

subchapter is in addition to that granted by other law.  Except as provided by 

Subsection (b) and Section 2256.017, this subchapter does not:

(1)  prohibit an investment specifically authorized by other law; or

(2)  authorize an investment specifically prohibited by other law.

(b)  Except with respect to those investing entities described in Subsection 

(c), a security described in Section 2256.009(b) is not an authorized investment for 

a state agency, a local government, or another investing entity, notwithstanding any 

other provision of this chapter or other law to the contrary.

(c)  Mortgage pass-through certificates and individual mortgage loans that may 

constitute an investment described in Section 2256.009(b) are authorized investments 

with respect to the housing bond programs operated by:

(1)  the Texas Department of Housing and Community Affairs or a nonprofit 

corporation created to act on its behalf;

(2)  an entity created under Chapter 392, Local Government Code;  or

(3)  an entity created under Chapter 394, Local Government Code.

Added by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Amended by: 

Acts 2017, 85th Leg., R.S., Ch. 96 (S.B. 253), Sec. 3, eff. May 23, 2017.

Sec. 2256.025.  SELECTION OF AUTHORIZED BROKERS.  The governing body of an 

entity subject to this subchapter or the designated investment committee of the 

entity shall, at least annually, review, revise, and adopt a list of qualified 

brokers that are authorized to engage in investment transactions with the entity.

Added by Acts 1997, 75th Leg., ch. 1421, Sec. 13, eff. Sept. 1, 1997.

Sec. 2256.026.  STATUTORY COMPLIANCE.  All investments made by entities must 

comply with this subchapter and all federal, state, and local statutes, rules, or 

regulations.

Added by Acts 1997, 75th Leg., ch. 1421, Sec. 13, eff. Sept. 1, 1997.

SUBCHAPTER B. MISCELLANEOUS PROVISIONS

Sec. 2256.051.  ELECTRONIC FUNDS TRANSFER.  Any local government may use 

electronic means to transfer or invest all funds collected or controlled by the 

local government.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.052.  PRIVATE AUDITOR.  Notwithstanding any other law, a state agency 

shall employ a private auditor if authorized by the legislative audit committee 

either on the committee's initiative or on request of the governing body of the 

agency.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.017
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.009
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=392
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=LG&Value=394
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Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995.

Sec. 2256.053.  PAYMENT FOR SECURITIES PURCHASED BY STATE.  The comptroller or

the disbursing officer of an agency that has the power to invest assets directly may

pay for authorized securities purchased from or through a member in good standing of

the National Association of Securities Dealers or from or through a national or

state bank on receiving an invoice from the seller of the securities showing that

the securities have been purchased by the board or agency and that the amount to be

paid for the securities is just, due, and unpaid.  A purchase of securities may not

be made at a price that exceeds the existing market value of the securities.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997,

75th Leg., ch. 1423, Sec. 8.67, eff. Sept. 1, 1997.

Sec. 2256.054.  DELIVERY OF SECURITIES PURCHASED BY STATE.  A security

purchased under this chapter may be delivered to the comptroller, a bank, or the

board or agency investing its funds.  The delivery shall be made under normal and

recognized practices in the securities and banking industries, including the book

entry procedure of the Federal Reserve Bank.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997,

75th Leg., ch. 1423, Sec. 8.68, eff. Sept. 1, 1997.

Sec. 2256.055.  DEPOSIT OF SECURITIES PURCHASED BY STATE.  At the direction of

the comptroller or the agency, a security purchased under this chapter may be

deposited in trust with a bank or federal reserve bank or branch designated by the

comptroller, whether in or outside the state.  The deposit shall be held in the

entity's name as evidenced by a trust receipt of the bank with which the securities

are deposited.

Amended by Acts 1995, 74th Leg., ch. 402, Sec. 1, eff. Sept. 1, 1995;  Acts 1997,

75th Leg., ch. 1423, Sec. 8.69, eff. Sept. 1, 1997.
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GOVERNMENT CODE

TITLE 10. GENERAL GOVERNMENT

SUBTITLE F. STATE AND LOCAL CONTRACTS AND FUND MANAGEMENT

CHAPTER 2257. COLLATERAL FOR PUBLIC FUNDS

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 2257.001.  SHORT TITLE.  This chapter may be cited as the Public Funds

Collateral Act.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.002.  DEFINITIONS.  In this chapter:

(1) "Bank holding company" has the meaning assigned by Section 31.002(a),

Finance Code.

(2) "Control" has the meaning assigned by Section 31.002(a), Finance

Code.

(3) "Deposit of public funds" means public funds of a public entity that:

(A) the comptroller does not manage under Chapter 404;  and

(B) are held as a demand or time deposit by a depository institution

expressly authorized by law to accept a public entity's demand or time deposit.

(4) "Eligible security" means:

(A) a surety bond;

(B) an investment security;

(C) an ownership or beneficial interest in an investment security,

other than an option contract to purchase or sell an investment security;

(D) a fixed-rate collateralized mortgage obligation that has an

expected weighted average life of 10 years or less and does not constitute a high-

risk mortgage security;

(E) a floating-rate collateralized mortgage obligation that does not

constitute a high-risk mortgage security; or

(F) a letter of credit issued by a federal home loan bank.

(5) "Investment security" means:

(A) an obligation that in the opinion of the attorney general of the

United States is a general obligation of the United States and backed by its full

faith and credit;

(B) a general or special obligation issued by a public agency that is

payable from taxes, revenues, or a combination of taxes and revenues;  or

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=FI&Value=31.002
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=FI&Value=31.002
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=404
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(C)  a security in which a public entity may invest under Subchapter 

A, Chapter 2256.

(6)  "Permitted institution" means:

(A)  a Federal Reserve Bank;

(B)  a clearing corporation, as defined by Section 8.102, Business & 

Commerce Code;

(C)  a bank eligible to be a custodian under Section 2257.041;  or

(D)  a state or nationally chartered bank that is controlled by a bank 

holding company that controls a bank eligible to be a custodian under Section 

2257.041.

(7)  "Public agency" means a state or a political or governmental entity, 

agency, instrumentality, or subdivision of a state, including a municipality, an 

institution of higher education, as defined by Section 61.003, Education Code, a 

junior college, a district created under Article XVI, Section 59, of the Texas 

Constitution, and a public hospital.

(8)  "Public entity" means a public agency in this state, but does not 

include an institution of higher education, as defined by Section 61.003, Education 

Code.

(9)  "State agency" means a public entity that:

(A)  has authority that is not limited to a geographic portion of the 

state;  and

(B)  was created by the constitution or a statute.

(10)  "Trust receipt" means evidence of receipt, identification, and 

recording, including:

(A)  a physical controlled trust receipt;  or

(B)  a written or electronically transmitted advice of transaction.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1995, 74th Leg., ch. 76, Sec. 5.48(a), eff. Sept. 1, 1995;  Acts 1995, 74th Leg., 

ch. 914, Sec. 5, eff. Sept. 1, 1995;  Acts 1997, 75th Leg., ch. 254, Sec. 1, eff. 

Sept. 1, 1997;  Acts 1997, 75th Leg., ch. 891, Sec. 3.22(4), eff. Sept. 1, 1997;  

Acts 1997, 75th Leg., ch. 1423, Sec. 8.70, eff. Sept. 1, 1997;  Acts 1999, 76th 

Leg., ch. 62, Sec. 7.63, eff. Sept. 1, 1999.

Amended by: 

Acts 2011, 82nd Leg., R.S., Ch. 783 (H.B. 2103), Sec. 1, eff. June 17, 2011.

Sec. 2257.0025.  HIGH-RISK MORTGAGE SECURITY.  (a)  For purposes of this 

chapter, a fixed-rate collateralized mortgage obligation is a high-risk mortgage 

security if the security:

(1)  has an average life sensitivity with a weighted average life that:

(A)  extends by more than four years, assuming an immediate and 

sustained parallel shift in the yield curve of plus 300 basis points;  or

(B)  shortens by more than six years, assuming an immediate and 

sustained parallel shift in the yield curve of minus 300 basis points;  and

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256.001
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2256
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=BC&Value=8.102
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
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(2)  is price sensitive;  that is, the estimated change in the price of 

the mortgage derivative product is more than 17 percent, because of an immediate and 

sustained parallel shift in the yield curve of plus or minus 300 basis points.

(b)  For purposes of this chapter, a floating-rate collateralized mortgage 

obligation is a high-risk mortgage security if the security:

(1)  bears an interest rate that is equal to the contractual cap on the 

instrument;  or

(2)  is price sensitive;  that is, the estimated change in the price of 

the mortgage derivative product is more than 17 percent, because of an immediate and 

sustained parallel shift in the yield curve of plus or minus 300 basis points.

Added by Acts 1997, 75th Leg., ch. 254, Sec. 2, eff. Sept. 1, 1997.

Sec. 2257.003.  CHAPTER NOT APPLICABLE TO DEFERRED COMPENSATION PLANS.  This 

chapter does not apply to funds that a public entity maintains or administers under 

a deferred compensation plan, the federal income tax treatment of which is governed 

by Section 401(k) or 457 of the Internal Revenue Code of 1986 (26 U.S.C. Sections 

401(k) and 457).

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.004.  CONFLICT WITH OTHER LAW.  This chapter prevails over any other 

law relating to security for a deposit of public funds to the extent of any 

conflict.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.005.  CONTRACT GOVERNS LEGAL ACTION.  A legal action brought by or 

against a public entity that arises out of or in connection with the duties of a 

depository, custodian, or permitted institution under this chapter must be brought 

and maintained as provided by the contract with the public entity.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

SUBCHAPTER B. DEPOSITORY;  SECURITY FOR DEPOSIT OF PUBLIC FUNDS

Sec. 2257.021.  COLLATERAL REQUIRED.  A deposit of public funds shall be 

secured by eligible security to the extent and in the manner required by this 

chapter.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.022.  AMOUNT OF COLLATERAL.  (a)  Except as provided by Subsection 

(b), the total value of eligible security to secure a deposit of public funds must 

be in an amount not less than the amount of the deposit of public funds:

(1)  increased by the amount of any accrued interest;  and
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(2)  reduced to the extent that the United States or an instrumentality of 

the United States insures the deposit.

(b)  The total value of eligible security described by Section 45.201(4)(D), 

Education Code, to secure a deposit of public funds of a school district must be in 

an amount not less than 110 percent of the amount of the deposit as determined under 

Subsection (a).  The total market value of the eligible security must be reported at 

least once each month to the school district.

(c)  The value of a surety bond is its face value.

(d)  The value of an investment security is its market value.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

2003, 78th Leg., ch. 201, Sec. 46, eff. Sept. 1, 2003.

Sec. 2257.023.  COLLATERAL POLICY.  (a)  In accordance with a written policy 

approved by the governing body of the public entity, a public entity shall determine 

if an investment security is eligible to secure deposits of public funds.

(b)  The written policy may include:

(1)  the security of the institution that obtains or holds an investment 

security;

(2)  the substitution or release of an investment security;  and

(3)  the method by which an investment security used to secure a deposit 

of public funds is valued.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.024.  CONTRACT FOR SECURING DEPOSIT OF PUBLIC FUNDS.  (a)  A public 

entity may contract with a bank that has its main office or a branch office in this 

state to secure a deposit of public funds.

(b)  The contract may contain a term or condition relating to an investment 

security used as security for a deposit of public funds, including a term or 

condition relating to the:

(1)  possession of the collateral;

(2)  substitution or release of an investment security;

(3)  ownership of the investment securities of the bank used to secure a 

deposit of public funds;  and

(4)  method by which an investment security used to secure a deposit of 

public funds is valued.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1999, 76th Leg., ch. 344, Sec. 5.006, eff. Sept. 1, 1999.

Sec. 2257.025.  RECORDS OF DEPOSITORY.  (a)  A public entity's depository shall 

maintain a separate, accurate, and complete record relating to a pledged investment 

security, a deposit of public funds, and a transaction related to a pledged 

investment security.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=ED&Value=45.201
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(b)  The comptroller or the public entity may examine and verify at any 

reasonable time a pledged investment security or a record a depository maintains 

under this section.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.16, eff. Sept. 1, 1997.

Sec. 2257.026.  CHANGE IN AMOUNT OR ACTIVITY OF DEPOSITS OF PUBLIC FUNDS.  A 

public entity shall inform the depository for the public entity's deposit of public 

funds of a significant change in the amount or activity of those deposits within a 

reasonable time before the change occurs.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

SUBCHAPTER C. CUSTODIAN;  PERMITTED INSTITUTION

Sec. 2257.041.  DEPOSIT OF SECURITIES WITH CUSTODIAN.  (a)  In addition to 

other authority granted by law, a depository for a public entity other than a state 

agency may deposit with a custodian a security pledged to secure a deposit of public 

funds.

(b)  At the request of the public entity, a depository for a public entity 

other than a state agency shall deposit with a custodian a security pledged to 

secure a deposit of public funds.

(c)  A depository for a state agency shall deposit with a custodian a security 

pledged to secure a deposit of public funds.  The custodian and the state agency 

shall agree in writing on the terms and conditions for securing a deposit of public 

funds.

(d)  A custodian must be approved by the public entity and be:

(1)  a state or national bank that:

(A)  is designated by the comptroller as a state depository;

(B)  has its main office or a branch office in this state; and

(C)  has a capital stock and permanent surplus of $5 million or more;

(2)  the Texas Treasury Safekeeping Trust Company;

(3)  a Federal Reserve Bank or a branch of a Federal Reserve Bank;

(4)  a federal home loan bank; or

(5)  a financial institution authorized to exercise fiduciary powers that 

is designated by the comptroller as a custodian pursuant to Section 404.031(e).

(e)  A custodian holds in trust the securities to secure the deposit of public 

funds of the public entity in the depository pledging the securities.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1995, 74th Leg., ch. 1010, Sec. 1, eff. June 17, 1995;  Acts 1997, 75th Leg., ch. 

891, Sec. 3.17, eff. Sept. 1, 1997;  Acts 1999, 76th Leg., ch. 344, Sec. 5.007, eff. 

Sept. 1, 1999.

Amended by: 

Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 3, eff. September 1, 2009.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=404.031
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
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Sec. 2257.042.  DEPOSIT OF SECURITIES WITH PERMITTED INSTITUTION.  (a)  A 

custodian may deposit with a permitted institution an investment security the 

custodian holds under Section 2257.041.

(b)  If a deposit is made under Subsection (a):

(1)  the permitted institution shall hold the investment security to 

secure funds the public entity deposits in the depository that pledges the 

investment security;

(2)  the trust receipt the custodian issues under Section 2257.045 shall 

show that the custodian has deposited the security in a permitted institution;  and

(3)  the permitted institution, on receipt of the investment security, 

shall immediately issue to the custodian an advice of transaction or other document 

that is evidence that the custodian deposited the security in the permitted 

institution.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.043.  DEPOSITORY AS CUSTODIAN OR PERMITTED INSTITUTION.  (a)  A 

public entity other than a state agency may prohibit a depository or an entity of 

which the depository is a branch from being the custodian of or permitted 

institution for a security the depository pledges to secure a deposit of public 

funds.

(b)  A depository or an entity of which the depository is a branch may not be 

the custodian of or permitted institution for a security the depository pledges to 

secure a deposit of public funds by a state agency.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.044.  CUSTODIAN AS BAILEE.  (a)  A custodian under this chapter or a 

custodian of a security pledged to an institution of higher education, as defined by 

Section 61.003, Education Code, whether acting alone or through a permitted 

institution, is for all purposes the bailee or agent of the public entity or 

institution depositing the public funds with the depository.

(b)  To the extent of any conflict, Subsection (a) prevails over Chapter 8 or 

9, Business & Commerce Code.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.045.  RECEIPT OF SECURITY BY CUSTODIAN.  (a)  On receipt of an 

investment security, a custodian shall  immediately identify on its books and 

records, by book entry or another method, the pledge of the security to the public 

entity.

(b)  For a deposit of public funds under Subchapter F, the custodian shall 

issue and deliver to the comptroller a trust receipt for the pledged security.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.045
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=ED&Value=61.003
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=BC&Value=8
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=BC&Value=9
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(c)  For any other deposit of public funds under this chapter, at the written 

direction of the appropriate public entity officer, the custodian shall:

(1)  issue and deliver to the appropriate public entity officer a trust 

receipt for the pledged security; or

(2)  issue and deliver a trust receipt for the pledged security to the 

public entity's depository and instruct the depository to deliver the trust receipt 

to the public entity officer immediately.

(d)  The custodian shall issue and deliver the trust receipt as soon as 

practicable on the same business day on which the investment security is received.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Amended by: 

Acts 2013, 83rd Leg., R.S., Ch. 434 (S.B. 581), Sec. 1, eff. June 14, 2013.

Sec. 2257.046.  BOOKS AND RECORDS OF CUSTODIAN;  INSPECTION.  (a)  A public 

entity's custodian shall maintain a separate, accurate, and complete record relating 

to each pledged investment security and each transaction relating to a pledged 

investment security.

(b)  The comptroller or the public entity may examine and verify at any 

reasonable time a pledged investment security or a record a custodian maintains 

under this section.  The public entity or its agent may inspect at any time an 

investment security evidenced by a trust receipt.

(c)  The public entity's custodian shall file a collateral report with the 

comptroller in the manner and on the dates prescribed by the comptroller.

(d)  At the request of the appropriate public entity officer, the public 

entity's custodian shall provide a current list of all pledged investment 

securities.  The list must include, for each pledged investment security:

(1)  the name of the public entity;

(2)  the date the security was pledged to secure the public entity's 

deposit;

(3)  the Committee on Uniform Security Identification Procedures (CUSIP) 

number of the security;

(4)  the face value and maturity date of the security; and

(5)  the confirmation number on the trust receipt issued by the custodian.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.18, eff. Sept. 1, 1997.

Amended by: 

Acts 2013, 83rd Leg., R.S., Ch. 434 (S.B. 581), Sec. 2, eff. June 14, 2013.

Sec. 2257.047.  BOOKS AND RECORDS OF PERMITTED INSTITUTION.  (a)  A permitted 

institution may apply book entry procedures when an investment security held by a 

custodian is deposited under Section 2257.042.

(b)  A permitted institution's records must at all times state the name of the 

custodian that deposits an investment security in the permitted institution.

http://www.legis.state.tx.us/tlodocs/83R/billtext/html/SB00581F.HTM
http://www.legis.state.tx.us/tlodocs/83R/billtext/html/SB00581F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.042
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Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.048.  ATTACHMENT AND PERFECTION OF SECURITY INTEREST.  (a)  A 

security interest that arises out of a depository's pledge of a security to secure a 

deposit of public funds by a public entity or an institution of higher education, as 

defined by Section 61.003, Education Code, is created, attaches, and is perfected 

for all purposes under state law from the time that the custodian identifies the 

pledge of the security on the custodian's books and records and issues the trust 

receipt.

(b)  A security interest in a pledged security remains perfected in the hands 

of a subsequent custodian or permitted institution.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

SUBCHAPTER D. AUDITS AND EXAMINATIONS;  PENALTIES

Sec. 2257.061.  AUDITS AND EXAMINATIONS.  As part of an audit or regulatory 

examination of a public entity's depository or custodian, the auditor or examiner 

shall:

(1)  examine and verify pledged investment securities and records 

maintained under Section 2257.025 or 2257.046;  and

(2)  report any significant or material noncompliance with this chapter to 

the comptroller.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.19, eff. Sept. 1, 1997.

Sec. 2257.062.  PENALTIES.  (a)  The comptroller may revoke a depository's 

designation as a state depository for one year if, after notice and a hearing, the 

comptroller makes a written finding that the depository, while acting as either a 

depository or a custodian:

(1)  did not maintain reasonable compliance with this chapter;  and

(2)  failed to remedy a violation of this chapter within a reasonable time 

after receiving written notice of the violation.

(b)  The comptroller may permanently revoke a depository's designation as a 

state depository if the comptroller makes a written finding that the depository:

(1)  has not maintained reasonable compliance with this chapter;  and

(2)  has acted in bad faith by not remedying a violation of this chapter.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.19, eff. Sept. 1, 1997.

Sec. 2257.063.  MITIGATING CIRCUMSTANCES.  (a)  The comptroller shall consider 

the total circumstances relating to the performance of a depository or custodian 

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=ED&Value=61.003
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.025
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.046
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when the comptroller makes a finding required by Section 2257.062, including the 

extent to which the noncompliance is minor, isolated, temporary, or nonrecurrent.

(b)  The comptroller may not find that a depository or custodian did not 

maintain reasonable compliance with this chapter if the noncompliance results from 

the public entity's failure to comply with Section 2257.026.

(c)  This section does not relieve a depository or custodian of the obligation 

to secure a deposit of public funds with eligible security in the amount and manner 

required by this chapter within a reasonable time after the public entity deposits 

the deposit of public funds with the depository.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.19, eff. Sept. 1, 1997.

Sec. 2257.064.  REINSTATEMENT.  The comptroller may reinstate a depository's 

designation as a state depository if:

(1)  the comptroller determines that the depository has remedied all 

violations of this chapter;  and

(2)  the depository assures the comptroller to the comptroller's 

satisfaction that the depository will maintain reasonable compliance with this 

chapter.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 891, Sec. 3.19, eff. Sept. 1, 1997.

SUBCHAPTER E. EXEMPT INSTITUTIONS

Sec. 2257.081.  DEFINITION.  In this subchapter, "exempt institution" means:

(1)  a public retirement system, as defined by Section 802.001;  or

(2)  the permanent school fund, as described by Section 43.001, Education 

Code.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.  Amended by Acts 

1997, 75th Leg., ch. 165, Sec. 6.31, eff. Sept. 1, 1997.

Sec. 2257.082.  FUNDS OF EXEMPT INSTITUTION.  An exempt institution is not 

required to have its funds fully insured or collateralized at all times if:

(1)  the funds are held by:

(A)  a custodian of the institution's assets under a trust agreement;  

or

(B)  a person in connection with a transaction related to an 

investment;  and

(2)  the governing body of the institution, in exercising its fiduciary 

responsibility, determines that the institution is adequately protected by using a 

trust agreement, special deposit, surety bond, substantial deposit insurance, or 

other method an exempt institution commonly uses to protect itself from liability.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.062
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.026
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=802.001
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=ED&Value=43.001
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Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

Sec. 2257.083.  INVESTMENT;  SELECTION OF DEPOSITORY.  This chapter does not:

(1)  prohibit an exempt institution from prudently investing in a 

certificate of deposit;  or

(2)  restrict the selection of a depository by the governing body of an 

exempt institution in accordance with its fiduciary duty.

Added by Acts 1993, 73rd Leg., ch. 268, Sec. 1, eff. Sept. 1, 1993.

SUBCHAPTER F.  POOLED COLLATERAL TO SECURE

DEPOSITS OF CERTAIN PUBLIC FUNDS

Sec. 2257.101.  DEFINITION.  In this subchapter, "participating institution" 

means a financial institution that holds one or more deposits of public funds and 

that participates in the pooled collateral program under this subchapter.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.102.  POOLED COLLATERAL PROGRAM.  (a)  As an alternative to 

collateralization under Subchapter B, the comptroller by rule shall establish a 

program for centralized pooled collateralization of deposits of public funds and for 

monitoring collateral maintained by participating institutions.  The rules must 

provide that deposits of public funds of a county are not eligible for 

collateralization under the program.  The comptroller shall provide for a separate 

collateral pool for any single participating institution's deposits of public funds.

(b)  Under the pooled collateral program, the collateral of a participating 

institution pledged for a public deposit may not be combined with, cross-

collateralized with, aggregated with, or pledged to another participating 

institution's collateral pools for pledging purposes.

(c)  A participating institution may pledge its pooled securities to more than 

one participating depositor under contract with that participating institution.

(d)  The pooled collateral program must provide for:

(1)  participation in the program by a participating institution and each 

affected public entity to be voluntary;

(2)  uniform procedures for processing all collateral transactions that 

are subject to an approved security agreement described by Section 2257.103; and

(3)  the pledging of a participating institution's collateral securities 

using a single custodial account instead of an account for each depositor of public 

funds.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.103
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
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Sec. 2257.103.  PARTICIPATION IN POOLED COLLATERAL PROGRAM.  A financial 

institution may participate in the pooled collateral program only if:

(1)  the institution has entered into a binding collateral security 

agreement with a public agency for a deposit of public funds and the agreement 

permits the institution's participation in the program;

(2)  the comptroller has approved the institution's participation in the 

program; and

(3)  the comptroller has approved or provided the collateral security 

agreement form used.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.104.  COLLATERAL REQUIRED; CUSTODIAN TRUSTEE.  (a)  Each 

participating institution shall secure its deposits of public funds with eligible 

securities the total value of which equals at least 102 percent of the amount of the 

deposits of public funds covered by a security agreement described by Section 

2257.103 and deposited with the participating institution, reduced to the extent 

that the United States or an instrumentality of the United States insures the 

deposits.  For purposes of determining whether collateral is sufficient to secure a 

deposit of public funds, Section 2257.022(b) does not apply to a deposit of public 

funds held by the participating institution and collateralized under this 

subchapter.

(b)  A participating institution shall provide for the collateral securities to 

be held by a custodian trustee, on behalf of the participating institution, in trust 

for the benefit of the pooled collateral program.  A custodian trustee must qualify 

as a custodian under Section 2257.041.

(c)  The comptroller by rule shall regulate a custodian trustee under the 

pooled collateral program in the manner provided by Subchapter C to the extent 

practicable.  The rules must ensure that a custodian trustee depository does not 

own, is not owned by, and is independent of the financial institution or 

institutions for which it holds the securities in trust, except that the rules must 

allow the following to be a custodian trustee:

(1)  a federal reserve bank;

(2)  a banker's bank, as defined by Section 34.105, Finance Code; and

(3)  a federal home loan bank.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.105.  MONITORING COLLATERAL.  (a)  Each participating institution 

shall file the following reports with the comptroller electronically and as 

prescribed by rules of the comptroller:

(1)  a daily report of the aggregate ledger balance of deposits of public 

agencies participating in the pooled collateral program that are held by the 

http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.103
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.022
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.041
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=FI&Value=34.105
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
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institution, with each public entity's funds held itemized;

(2)  a weekly summary report of the total market value of securities held 

by a custodian trustee on behalf of the participating institution;

(3)  a monthly report listing the collateral securities held by a 

custodian trustee on behalf of the participating institution, together with the 

value of the securities; and

(4)  as applicable, a participating institution's annual report that 

includes the participating institution's financial statements.

(b)  The comptroller shall provide the participating institution an 

acknowledgment of each report received.

(c)  The comptroller shall provide a daily report of the market value of the 

securities held in each pool.

(d)  The comptroller shall post each report on the comptroller's Internet 

website.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.106.  ANNUAL ASSESSMENT.  (a)  Once each state fiscal year, the 

comptroller shall impose against each participating institution an assessment in an 

amount sufficient to pay the costs of administering this subchapter.  The amount of 

an assessment must be based on factors that include the number of public entity 

accounts a participating institution maintains, the number of transactions a 

participating institution conducts, and the aggregate average weekly deposit amounts 

during that state fiscal year of each participating institution's deposits of public 

funds collateralized under this subchapter.  The comptroller by rule shall establish 

the formula for determining the amount of the assessments imposed under this 

subsection.

(b)  The comptroller shall provide to each participating institution a notice 

of the amount of the assessment against the institution.

(c)  A participating institution shall remit to the comptroller the amount 

assessed against it under this section not later than the 45th day after the date 

the institution receives the notice under Subsection (b).

(d)  Money remitted to the comptroller under this section may be appropriated 

only for the purposes of administering this subchapter.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.107.  PENALTY FOR REPORTING VIOLATION.  The comptroller may impose an 

administrative penalty against a participating institution that does not timely file 

a report required by Section 2257.105.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.105
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
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Sec. 2257.108.  NOTICE OF COLLATERAL VIOLATION; ADMINISTRATIVE PENALTY.  (a)  

The comptroller may issue a notice to a participating institution that the 

institution appears to be in violation of collateral requirements under Section 

2257.104 and rules of the comptroller.

(b)  The comptroller may impose an administrative penalty against a 

participating institution that does not maintain collateral in an amount and in the 

manner required by Section 2257.104 and rules of the comptroller if the 

participating institution has not remedied the violation before the third business 

day after the date a notice is issued under Subsection (a).

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.109.  PENALTY FOR FAILURE TO PAY ASSESSMENT.  The comptroller may 

impose an administrative penalty against a participating institution that does not 

pay an assessment against it in the time provided by Section 2257.106(c).

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.110.  PENALTY AMOUNT; PENALTIES NOT EXCLUSIVE.  (a)  The comptroller 

by rule shall adopt a formula for determining the amount of a penalty under this 

subchapter.  For each violation and for each day of a continuing violation, a 

penalty must be at least $100 per day and not more than $1,000 per day.  The penalty 

must be based on factors that include:

(1)  the aggregate average weekly deposit amounts during the state fiscal 

year of the institution's deposits of public funds;

(2)  the number of violations by the institution during the state fiscal 

year;

(3)  the number of days of a continuing violation; and

(4)  the average asset base of the institution as reported on the 

institution's year-end report of condition.

(b)  The penalties provided by Sections 2257.107-2257.109 are in addition to 

those provided by Subchapter D or other law.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.111.  PENALTY PROCEEDING CONTESTED CASE.  A proceeding to impose a 

penalty under Section 2257.107, 2257.108, or 2257.109 is a contested case under 

Chapter 2001.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.104
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.104
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.106
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.107
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.108
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.109
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2001
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
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Sec. 2257.112.  SUIT TO COLLECT PENALTY.  The attorney general may sue to 

collect a penalty imposed under Section 2257.107, 2257.108, or 2257.109.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.113.  ENFORCEMENT STAYED PENDING REVIEW.  Enforcement of a penalty 

imposed under Section 2257.107, 2257.108, or 2257.109 may be stayed during the time 

the order is under judicial review if the participating institution pays the penalty 

to the clerk of the court or files a supersedeas bond with the court in the amount 

of the penalty.  A participating institution that cannot afford to pay the penalty 

or file the bond may stay the enforcement by filing an affidavit in the manner 

required by the Texas Rules of Civil Procedure for a party who cannot afford to file 

security for costs, subject to the right of the comptroller to contest the affidavit 

as provided by those rules.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

Sec. 2257.114.  USE OF COLLECTED PENALTIES.  Money collected as penalties under 

this subchapter may be appropriated only for the purposes of administering this 

subchapter.

Added by Acts 2009, 81st Leg., R.S., Ch. 486 (S.B. 638), Sec. 1, eff. September 1, 

2009.

https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.107
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.108
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.109
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.107
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.108
https://statutes.capitol.texas.gov/GetStatute.aspx?Code=GV&Value=2257.109
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM
http://www.legis.state.tx.us/tlodocs/81R/billtext/html/SB00638F.HTM


 
 

 
   
 
 Terry Wuenschel, PCC 

 Interim Tax Assessor-Collector 

  Jefferson County, Texas  
 

Mailing Address • P.O. Box 2112 • Beaumont, Texas 77704-2112 

Physical Address •1149 Pearl, Beaumont, Texas 77701 

Phone: 409-835-8516 • Fax: 409-835-8589 

 

 

 

 

 

October 4, 2024 

 

 

 

Ms. Shanna Verret 

Drainage District #3 

P.O. Box 388 

Hamshire, TX  77622 

 

Dear Ms. Verret: 

 

Attached is the 2024 Certified Tax Roll Summary.  Pursuant to the Texas Property 

Tax Code, Section 26.09, this certified tax roll summary should be approved by your 

Board of Directors at your next board meeting.  After the approval, please return 

the resolution for retention in the Tax Office. 

 

If you should have any questions or require further information, please feel free to 

call. 

 

Sincerely, 

 
TERRY WUENSCHEL, PCC 

Interim Assessor-Collector of Taxes 

Jefferson County, Texas 

 

TW:ce 

 

Attachment 

 

cc:  drainage3@jcdd3.org 

 

 



Tax Collection System - JEFFERSON COUNTY
Certified Roll Jurisdiction Summary

Processing For Tax Year: 2024  County Code: ALL  Tax Unit: ALL  Roll Codes: ALL

10/03/2024 12:00 pm

Request Seq.: 4650745

tc502_juris_summary.rep v1.23 Page 24 of 35

47Jurisdiction:

Tax Rate:
State Hom:
State O65:
Disabled:

AG Exclusion Amt:
Timber Exclusion Amt:
HS Capped Amt:
NHS Capped Amt:

State Homestead Amt:
Local Homestead Amt:
State Over 65 Amt:
Local Over 65 Amt:
Surviving Spouse Amt:
State Disabled Amt:
Local Disabled Amt:
Total VET Amt:
*VET Surviving Spouse Amt:

   Late AG Penalty Amt:
   Late Rendition Penalty Amt:

0.2835530
0
0

40,000

87,787,529
1,367,734

12,046,398
1,979,028

0
26,428,791

0
9,702,481

0
0

731,694
253,500

12,000

0.33
3,226.30

Opt Hom:
Opt O65:
Opt Disabled:

0.2000000
40,000

0

DRAINAGE DISTRICT #3
3,362

450,927,745

819
10

429
149

347,747,056

48
15

1
2

0
764

0
271

0
0

25
25

1

37,116,466
295,911,448
842,292.44

1
16

0
0
0

0.00
0.00
0.00

3,362

Total Parcels:
Market Value:
 
 

AG Exclusion Count:
Timber Exclusion Count:
HS Capped Count:
NHS Capped Count:
Assessed Value:

   Prorated-Exxv Cnt/Amt:
   100% Exempt Vet Cnt/Amt:
   Pro Youth Associations Cnt/Amt:
   Pro Misc Exempts Cnt/Amt:

State Homestead Count:
Local Homestead Count:
State Over 65 Count:
Local Over 65 Count:
Surviving Spouse Count:
State Disabled Count:
Local Disabled Count:
Total VET Count:
*VET Surviving Spouse Count:
  *included in the Total VET Count/Amt

Partial Exempt Values:
Taxable Value:
Total Levy Amt:
   Late AG Penalty Count:
   Late Rendition Penalty Count:
Frozen Account Count:
Frozen Homesite Value:
Frozen Taxable Value:
Unfrozen Levy Amt:
Frozen Levy Amt:
Frozen Levy Loss Amt:
Total Non-Exempt Parcel Count:

2,364,966
2,501,133

54,327
15,791

   Hb366 Cnt/Amt:
   Freeport Cnt/Amt:
   Pollution Control Cnt/Amt:

27
3
3

21,169
9,591,596

170,160



ORDER APPROVING 
JEFFERSON COUNTY INVESTMENT POLICY AND PROCEDURES 

Upon a motion of Commissioner ~ ~.aa D.dCJa2a~~ , 
seconded by Commissioner~ ~Q 9~ttQ, )~' unanimously 

adopted the following policies and procedures, and the same 

are hereby approved, received and ordered filed. 

ORDERED this 16TH day of October , 2024 

Board Chairman 

~£7z;(~~ 
·~1 E'_ievlnstoo;A. 

Secretary Commissioner 
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via email: drainage3@jcdd3.org 

October 10, 2024 

Shanna Verret 
Drainage District No. 3 
24460 Hwy 124 
Hamshire, TX 77622 
Phone: 409-243-3495 

Dear Shanna, 

Thank you for the opportunity to present proposed financing for the purchase of a Kubota tractor and 
mower for the Drainage District No. 3.  I am submitting for your review the following proposed 
structure:  

ISSUER: Drainage District No. 3, Jefferson County, TX 
FINANCING STRUCTURE: Tax Exempt Structure w/ $1.00 purchase 

Public Property Finance Contract issued under Local 
Government Code Section 271.005 

EQUIPMENT COST:  $88,882.78 
MONTHLY TERM: 36 Payments 
INTEREST RATE: 6.246% 
PAYMENT AMOUNT: $2,741.02  
PAYMENTS BEGINNING: One month from signing, monthy thereafter 

The above payment amount includes all applicable fees expressed as $888.00. These costs can include 
documentation fees, legal fees, issuance expenses, etc. The above proposal is subject to audit 
analysis, assumes bank qualification and mutually acceptable documentation.  The terms outlined 
herein are based on current markets. Upon credit approval, rates may be locked for up to thirty (30) 
days.  If funding does not occur within this time period, rates will be indexed to markets at such time.  

Our finance programs are flexible and as always, my job is to make sure you have the best possible 
experience every time you interact with our brand. We're always open to feedback on how to make your 
experience better. If you have any questions regarding other payment terms, frequencies or conditions, 
please do not hesitate to call or email Marti.Sauls@govcap.com. 

With Best Regards, 

Marti Sauls 
Municipal Finance Specialist 
Direct: 817-722-0227 

The transaction described herein is an arm’s length, commercial transaction between you and Government Capital Corporation.  The terms of the 
proposed financing are being provided solely in response to your specific inquiry and for your professional consideration. 

mailto:drainage3@jcdd3.org


GOVERNMENT CAPITAL 

RESOLUTION 

A RESOLUTION REGARDING A CONTRACT FOR THE PURPOSE OF FINANCING 
a "KUBOTA TRACTOR AND MOWER". 

WHEREAS, Drainage District No. 3, Jefferson County (the "Issuer") desires to enter into that 
certain Finance Contract by and between the Issuer and Government Capital Corporation 
("GCC") for the purpose of financing a "Kubota tractor and mower". The Issuer desires to 
designate this Finance Contract as a "qualified tax-exempt obligation" of the Issuer for the 
purposes of Section 265 (b) (3) of the Internal Revenue Code of 1986, as amended. 

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DRAINAGE DISTRICT NO. 3, 
JEFFERSON COUNTY: 

Section 1. That the Issuer will enter into a Finance Contract with GCC for the 
purpose of financing a "Kubota tractor and mower". 

Section 2. That the Finance Contract by and between the Drainage District No. 3, 
Jefferson County and GCC is designated by the Issuer as a "qualified tax-exempt obligation" 
for the purposes of Section 265 (b) (3) of the Internal Revenue Code of 1986, as amended. 

Section 3. That the Issuer appoints theFrank R. Rose, Board Chairmanor designee, as the 
authorized signer of the Finance Contract by and between the Drainage District No. 3, Jefferson 
County and GCC as well as any other ancillary exhibit, certificate, or documentation needed 
for the Contract. 

Section 4. The Issuer will use loan proceeds for reimbursement of expenditures 
related to the Property, within the meaning of Treasury Regulation§ 1.150-2, as promulgated 
under the Internal Revenue Code of 1986, as amended. 

This Resolution has been PASSED upon Motion made by Board 
Member ___________ _ 
seconded by Board Member ___________ by a vote of ___ Ayes to 
___ Nays and is effective this October 16, 2024 , 2024. 

Issuer: Witness Signature 

~o~kin~ecretary 

Reginald C. Boykin
Joel E. Levingston, Jr 3

0


	OCTOBER 16, 2024 MINUTES.pdf
	OCTOBER 16, 2024 MINUTES.pdf
	AGENDA SIGNED
	OCTOBER 16, 2024 MINUTES - SIGNED
	Untitled 1.pdf
	SEPTEMBER 2024 P & L
	SEPTEMBER 2024 CASH FLOW
	Copy of 2024  SUMMARY REPORT
	2024-25 INVESTMENT POLICY
	DD3 Investment Policy 2024-2025
	2023 GOVERNMENT CODE CHAPTER 2256. PUBLIC FUNDS INVESTMENT
	DD3 Investment Policy 2024-2025
	04016b1f6ea9f359daca18e6e3f3926da0fbd963e216573132f4a2d5b786

	2024 TAX APPRAISAL RESOLUTION
	2024 grandrcp.ltr
	2024 DD#3 Certified Tax Roll RSN 4650745 24



	Drainage District No 3 88k tractor 36 MONTHLY 10-10-24
	GCC RESOLUTION



