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Nederland Community Library District
Investment Policy

1.0 Purpose: The purpose of this policy is to ensure that any investments of public funds
will be done in a prudent, conservative manner and in accordance with Colorado
Revised Statutes, applicable to public entities.

2.0 Policy:

. SCOPE: This investment policy applies to activities of the Nederland Community Library
District (Library District) with regard to investing the financial assets of the Library District
not immediately needed to fund the operations of the Library District. This policy applies to
all accounts and funds of the District, including but not limited to money held in Savings
accounts; and the investment of funds held in Land Development, Long Term
Maintenance, and General Fund accounts.

Il. OBJECTIVES: Funds of the Library District will be invested in accordance with this
policy and Colorado Revised Statutes (C.R.S.) § 24-75-601.1. The Library District’s
investment portfolio shall be managed in a manner to maximize return throughout
budgetary and economic cycles while preserving and protecting capital in the overall
portfolio. Investments shall be based on statutory constraints. The primary investment
criteria in priority sequence are safety, liquidity, and yield.

A. Safety of Funds: Safety of principal is the foremost objective of the
investment program. Investments shall be undertaken in a manner that seeks to
ensure the preservation of capital in the overall portfolio. The objective will be to
mitigate credit risk and interest rate risk.

1. Credit Risk: The District will minimize credit risk, the risk of loss due to
the failure of the security issuer, by:

e Limiting deposits to approved depositories per Section VII, as well as
keeping deposits within FDIC limits.

e Diversifying the investment portfolio so that potential losses on
individual securities will be minimized.

2. Interest Rate Risk: The District will minimize the risk that the market
value of securities in the portfolio will fall due to changes in general
interest rates by:

e Structuring the investment portfolio so that securities mature
sufficiently close to cash requirements for ongoing operations, thereby
minimizing the potential need to sell securities on the open market
prior to maturity and




Investing operating funds primarily in short-term (less than 1 year) to
intermediate-term (1 to 5 years) securities, approved local government
investment pools, and approved money market mutual funds.

B. Liquidity of Funds: The investment portfolio shall remain sufficiently liquid to
meet all operating requirements that may be reasonably anticipated. To ensure
that adequate funds are available to pay the District’s projected financial
obligations, investments will be purchased or deposits made that reasonably
match the anticipated cash disbursements of the District.

Since all possible cash demands cannot be anticipated, the portfolio shall
consist largely of securities with active secondary or resale markets so that the
potential for a realized loss, if an early liquidation of security is necessary, will be
minimized.

A core of stable funds available for investing in longer-term securities may be
identified through cash flow analysis. Although the market value of these longer-
term securities may fluctuate significantly, the fluctuation will not affect the
liquidity of the portfolio since they can be held to maturity in all but extreme
circumstances.

C. Yield: The District’s portfolio shall earn a competitive market rate of return on
available funds throughout budgetary and economic cycles. In meeting this
objective, the investment committee will take into account the District’s
investment risk constraints and cash flow needs.

lll. DELEGATION OF AUTHORITY:

The Library District’'s Board of Trustees holds ultimate fiduciary responsibility for
investment policy and high-level financial decisions. Execution of this policy is delegated to
an Investment Committee, composed of two (2) or more Trustees and the Executive
Director. The Investment Committee is encouraged to use the services of qualified
consultants or advisors, selected as set forth in Section VIII below, to assist in making
sound investment decisions.

A. Meeting Frequency: The Investment Committee shall meet at least quarterly to review
portfolio performance, ensure statutory compliance, and adjust strategies as needed
based on the District’'s cash-flow requirements.

B. Execution of Decisions: The Executive Director, acting with the written or verbal
concurrence of at least one (1) of the District’s two Investment Committee members, is
authorized to execute investment transactions in accordance with this policy. All such
decisions and executions must be documented in writing and signed by the authorizing
parties at the time of the transaction.

C Documentation of Decisions: All such decisions and executions shall be documented in
a written memorandum signed by the participating committee members and presented at
the next Board meeting.

D. Incapacity of the Executive Director: In the event the Executive Director is incapacitated
or otherwise unable to perform these duties, the Board President (or their Board-appointed
designee) shall temporarily assume the Executive Director's role within the Investment



Committee. During such periods, all investment executions shall require the joint
authorization of two (2) Trustees sitting on the Investment Committee to ensure continuous
oversight and liquidity management.

IV. PRUDENCE:

A. The standard of prudence to be applied shall be the "prudent investor" rule, which
states, "Investments shall be made with judgment and care, under circumstances then
prevailing, which persons of prudence, discretion, and intelligence exercise in the
management of the property of another, not in regard to speculation, but in regard to the
permanent disposition of funds, considering the probable income as well as the probable
safety of capital." C.R.S. 15-1-304.The prudent investor rule shall be applied in the context
of managing the overall portfolio.

B. In following the Prudent Investor Rule, Trustees shall act with the care, skill, prudence,
and diligence under the circumstances then prevailing that a prudent person acting in a
like capacity would use. C.R.S. § 15-1.1-101 et seq. This includes reporting considerable
deviations from expectations to the Board of Trustees at the next scheduled board meeting
and taking appropriate action to control adverse developments.

V. MONITORING AND ADJUSTING THE PORTFOLIO: The contents of the portfolio shall
be presented to the Board of Trustees for review monthly as part of the Treasurer Report.

VI. SHORT TO LONG TERM PORTFOLIO DIVERSIFICATION:

A. All investments will be categorized by duration: Short-term (less than one year),
Intermediate-term (one to five years), or Long-term (greater than five years, requiring
specific Board approval). Duration should be chosen to meet the objectives for cash flows
set forth in the budget.

B. All investments will be made in accordance with the Colorado Revised Statutes, which
include the following: § 30-10-708 C.R.S., Deposit of funds in banks and savings and loan
associations; § 11-10.5-101 C.R.S., et. seq. Public Deposit Protection Act; § 24-75-601
C.R.S,, et. seq. Funds — Legal Investments; § 24-75- 603 C.R.S., Depositories; and § 24-
75-702 C.R.S., Local governments — authority to pool surplus funds. Any revisions or
extensions of these sections of the statutes will be considered to be part of this Investment
Policy immediately upon the effective date following enactment.

C. Short-term investment maturities for all funds shall be scheduled to coincide with
projected cash flow needs. No investments shall exceed 5 years without approval by the
Board of Trustees of the Library District.

A summary of the limitations and permissible investments of funds is attached as Exhibit
A.

The following does not attempt to be a complete listing of impermissible investments but
serves only as reminder to the Committee as impermissible investments: equities -- common
or preferred stock of corporations; Certificates of Deposit (CDs) in out-of-state banks;
commodity futures; collateralized mortgage obligations (CMOs), except those issued directly
by government agencies; unit investment trusts (UIT); art and other collectibles; and
speculative real estate development projects.




VII. QUALIFIED DEPOSITORIES AND FINANCIAL INSTITUTIONS: The Library District
shall work from the State listing of Banking Institutions approved as depositories for its
public funds which are qualified under § 24-75-603 C.R.S., are federally insured and which
collateralize deposits according to the Public Deposit Protection Act.

VIIl. Investment Advisors.

Competitive Bids

When choosing an investment advisor, the Library Director shall obtain competitive bids
from at least three brokers or financial institutions. The District shall review the regulatory
history and professional standing of each candidate via FINRA BrokerCheck or SEC Form
ADV filings. Such brokers/financial institutions shall affirmatively state in their proposals
that they are experienced in operating within the statutory limitations regarding public
funds and investments. And such brokers/financial institutions will be vetted to be sure that
no conflicts of interest exist with the Board of Trustees.

Selected advisors must provide a signed statement certifying they have reviewed this
Investment Policy and agree to execute all transactions in compliance with its terms and
Colorado Revised Statutes.

IX. Policy Considerations

This policy shall be reviewed on an annual basis during the first quarter of the fiscal year.
The Board of Trustees shall formally reaffirm or amend the policy by vote during this
review.

X. Approval of Investment Policy
The investment policy shall be formally approved and adopted by the Board of Trustees.

4.0 Attachments: Exhibit A, List of Legal Investments of Public Funds.

EXHIBIT A
LIST OF LEGAL INVESTMENTS OF PUBLIC FUNDS.

The following descriptions are summaries only. When consulting the Colorado Revised
Statutes, be certain to use the most current edition. CRS § 24-75-601.1 lists the following
eligible securities:

1. Direct obligations of the United States with a maximum maturity of five years from the
settlement date, unless the governing body authorizes a longer maturity period.

2. Obligations of U.S. Government Agencies with a maximum maturity of five years from the
settlement date, unless the governing body authorizes a longer maturity period. Specifically
mentioned in the law are securities issued by FNMA (federal national mortgage association)
“Fannie Mae”; by GNMA (government national mortgage association) “Ginnie Mae”; by
FHLMC (federal home loan mortgage corporation) “Freddie Mac”; by the federal farm credit
bank; by the federal land bank; by the export-import bank; by the Tennessee valley authority;
and by the world bank.

3. Securities of entities or organizations not listed above, but created by, or authorized to be
created by legislation of, the U.S. congress where the issuing agency is subject to control by
the federal government at least as extensive as that which governs the agencies listed above.



The period from the settlement date to its maturity shall be no longer than five years, unless
the governing body authorizes a longer maturity period.

4. General obligations of any state of the United States, the District of Columbia, the territorial
possessions of the U.S., or political subdivision, institution, department, agency,
instrumentality, or authority of any of such governmental entities. Securities issued by the
State of Colorado or any of its political subdivisions, institutions, departments, agencies,
instrumentalities or authorities must carry at least two credit ratings at or above “A- or A3” or its
equivalent from nationally recognized statistical rating agencies. General obligations of any
other state of the U.S., the District of Columbia, the territorial possessions of the U.S., or
political subdivision, institution, department, agency, instrumentality, or authority must carry at
least two credit ratings at or above “AA- or Aa3” or its equivalent from nationally recognized
statistical rating organizations. The period from the settlement date to its maturity date or
optional redemption that has been exercised as of the date the security is purchased shall be
no longer than five years, unless the governing body authorizes investment for a period in
excess of five years.

5. Revenue obligations of any state of the United States, the District of Columbia, the territorial
possessions of the U.S., or political subdivision, institution, department, agency,
instrumentality, or authority of any of such governmental agencies. Securities issued by the
State of Colorado or any of its political subdivisions, institutions, departments, agencies,
instrumentalities or authorities must carry at least two credit ratings at or above “A- or A3” or its
equivalent from nationally recognized statistical rating agencies. Revenue obligations of any
other state of the U.S., the District of Columbia, the territorial possessions of the U.S., or
political subdivision, institution, department, agency, instrumentality, or authority must carry at
least two credit ratings at or above “AA- or Aa3” or its equivalent from nationally recognized
statistical rating organizations. The period from the settlement date to its maturity date or
optional redemption that has been exercised as of the date the security is purchased shall be
no longer than five years, unless the governing body authorizes investment for a period in
excess of five years.

6. The investing local government's own securities including certificates of participation and
lease obligations.

7. Any interest in a local government investment pool pursuant to CRS § 24-75-701, et seq.

8. Repurchase agreements for any of the U.S. Government and agency securities listed in
paragraphs one and two above, under certain conditions, including that the securities must be
marketable; that the market value of such securities must be at least equal to 102% of the
funds invested by the investing public entity and marked to market no less frequently than
weekly; and that the title must be transferred and the securities must actually be delivered
versus payment. The securities subject to repurchase agreement may have a maturity in
excess of five years, however the period from the settlement date of the repurchase
agreement to its maturity shall be no longer than five years unless the governing body
authorizes a longer maturity period.

9. Reverse repurchase agreements for any of the U.S. Government and agency securities
listed in paragraphs one and two above, subject to several conditions, including that necessary
transfer documents must be transferred to the investing public entity; cash must be received
by the investing public entity in a deliver versus payment settlement; that the cash received
must be collateralized at no more than 105% by the investing public entity and marked to
market at least weekly; that the repurchase agreement is not greater than ninety days in



maturity from the date of settlement unless the governing body authorizes a longer maturity
period; that the counter-party meets the credit conditions of an issuer that would qualify under
paragraph thirteen below; that the value of all securities does not exceed eighty percent of the
total deposits and investments of the investing public entity; and that no securities are
purchased with the proceeds of the reverse repurchase agreement that are greater in maturity
than the term of the reverse repurchase agreement.

10. Securities lending agreement, subject to certain conditions, including that necessary
transfer documents must be transferred to the investing public entity; securities must be
received by the investing public entity in a simultaneous settlement; that the market value of
such securities at all times must be at least 102% the securities lent by the investing public
entity and marked to market at least weekly; that the counter-party meets the credit conditions
of an issuer that would qualify under paragraph thirteen below; and that in the case of a local
government, the securities lending agreement shall be approved and designated by written
resolution adopted by a majority vote of the governing body and recorded in its minutes.

11. Certain money market funds. Statutes impose several conditions including: registration of
the fund under the federal “Investment Company Act of 1940”; the fund operates in
accordance with rule 2a-7 under the federal “Investment Company Act of 19407; that the fund
seeks to maintain a constant share price of one dollar per share; the fund charges no sale or
load fees unless the governing body of the public entity authorizes such a fee at the time of
purchase; the fund has assets of a certain amount; or has the highest current rating from at
least one nationally recognized rating agency.

12. Certain guaranteed investment contracts rated in one of the two highest rating categories
by two or more statistical rating organizations; with a maturity not greater than three years;
contracts with a maturity of greater than three years shall only be purchased only with debt,
certificates of participation, or proceeds from a financed purchase of an asset or certificate of
participation, but no refunding proceeds.

13. U.S. dollar denominated corporate or bank security, issued by a corporation or bank
organized and operating within the United States; the debt matures within three years; at the
time of purchase the debt must carry at least two ratings from any nationally recognized
statistical ratings organizations. If the security is a money market instrument such as
commercial paper or bankers’ acceptance, then it must not be rated below “A1, P1, or F1”; any
other type of security must not be rated below “AA- or AA3” by either of the two ratings used to
fulfill the two rating requirement. The book value of the local government's investment in this
type of debt shall at no time exceed 50% of the government's investment portfolio, or five
percent of the book value if the debt is issued by a single corporation or bank unless the
governing body authorizes a greater percent. No subordinated security may be purchased.
Only corporate or bank securities issued by entities organized and operating within the United
States may be purchased, unless the governing body specifically authorizes foreign
investment.
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