INVESTMENT GUIDELINES

Audience

Policy

Scope

This policy applies to Galveston County Health District, Galveston Area Ambulance
Authority, Coastal Health & Wellness (collectively “the District”).

It is the policy of the District to invest public funds in a manner which will provide the
highest investment return with the maximum security while meeting the daily cash flow
demands of the entity and conforming to all state and local statutes governing the
investment of public funds.

This policy includes all short-term and long-term operating funds governed by the United
Board of Health and Coastal Health & Wellness Governing Board.

Pooling of Funds - Except for cash in certain restricted and special funds, the District will
consolidate cash balances from all funds to maximize investment earnings. Investment
income will be allocated to the various funds based on their respective participation and in
accordance with generally accepted accounting principles.

Objective

The primary objective, in order of priority, shall be:

Legality — conformance with federal, state and other legal requirements
Safety — preservation of capital and protection of investment principal
Liquidity — maintenance of sufficient liquidity to meet operating requirements
Yield — attainment of market rates of return

The portfolio should be reviewed periodically as to its effectiveness in meeting the entity’s
needs for safety, liquidity, rate of return, diversification and its general performance.

Delegation of Authority

Management and administrative responsibility for the investment program is hereby
delegated to the CEO and Controller who, under the delegation of the appropriate Finance
Committees and Boards, shall establish written procedures for the operation of the
investment program.
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Ethics and Conflict of Interest

District employees and/or Board members involved in the investment process shall refrain
from personal business activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make impartial
decisions.

Authorized Financial Dealers and Institutions

The Controller will maintain a list of financial institutions authorized to provide investment
services.

In addition, a list will also be maintained of approved security brokers/dealers selected by
credit worthiness (e.g., a minimum capital requirement of $10,000,000 and at least five
years of operation). All financial institutions and broker/dealers who desire to become
qualified for investment transactions must supply the following as appropriate:

Audited financial statements

Proof of National Association of Securities Dealers (NASD) certification

Proof of state registration

Completed broker/dealer questionnaire

Certification of having read and understood and agreeing to comply with the District’s
investment policy.

Competitive bids should be obtained from at least two brokers or financial institutions on
all purchases of investment instruments purchased on the secondary market.

Authorized and Suitable Investments

Investments may be made in any type of security consistent with state and local laws
governing the investment of public funds. Investments shall be made that reflect the cash
flow needs of the fund type being invested, and include, but are not limited to the following:

e Certificates of deposit and other evidences of deposit at financial institutions; and

e Money market mutual funds regulated by the Securities and Exchange Commission
and whose portfolios consist only of dollar-denominated securities

e US Treasury obligations which carry the full faith and credit guarantee of the United
States government and are considered to be the most secure instruments available;

e US government agency and instrumentality obligations that have a liquid market with
a readily determinable market value; and

e Local government investment pools either state-administered or developed through
joint powers, statutes and other intergovernmental agreement legislation.
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Collateralization

Funds on deposit (checking accounts, certificates of deposit, etc.) in excess of FDIC limits
must be secured by some form of collateral, witnessed by a written agreement and held at
an independent — third party institution in the name of the municipality.

Investment Parameters

The District shall diversify its investments to the best of its ability based on the type of
funds invested and the cash flow needs of those funds. The following diversification
limitations shall be imposed on the portfolio:

Maturity — No more than 50% of the portfolio may be invested beyond 12 months, and the
weighted average maturity of the portfolio shall never exceed one year. Unless matched
with a specific cash flow, the District will not directly invest in securities maturing more
than five (5) years from the date of purchase or in accordance with state and local statutes
and ordinances. The District shall adopt weighted average maturity limitations (which
often range from 90 days to 3 years), consistent with the investment objectives.

Default Risk — No more than 25% of the overall portfolio may be invested in the securities
of a single issuer, except for US Treasury securities, Federal Agency issues, and authorized
pools.

Liquidity Risk — At least 50% of the portfolio shall be invested in overnight instruments or
in marketable securities which can be sold to raise cash in one day’s

notice.

Safekeeping and Custody

All trades where applicable will be executed by delivery vs. payment (DVP) to ensure that
securities are deposited in an eligible financial institution prior to the release of funds.
Securities will be held by a third-party custodian designated by the management of the
District and evidenced by safekeeping receipts and a written custodial agreement.

Internal Control

Designated District staff are responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the entity are protected from loss,
theft or misuse. The internal control structure shall be designed to provide reasonable
assurance that these objectives are met. The internal controls shall address the following
points:

e Control of collusion

e Separation of transaction authority from accounting

e Custodial safekeeping

e Written confirmation of telephone transactions for investments and wire transfers
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Reporting

The Controller shall prepare an investment report at least quarterly, including a
management summary that provides an analysis of the status of the current investment
portfolio and transactions made over the last quarter, and market value of the portfolio.
This management summary will be prepared in a manner which will allow District staff,
Boards and Finance Committees to evaluate performance standards and ascertain as to
whether investment activities during the reporting period have conformed to the investment

policy.

Policy Considerations
This policy shall be reviewed on an annual basis. Any changes must be approved by the

United Board of Health and Coastal Health & Wellness Governing Board, as well as the
designated District staff who are charged with maintaining internal controls.

Page 4 of 4



