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THE BOARD OF COUNTY COMMISSIONERS

OF SANTA FE COUNTY

A RESOLUTION AMENDING THE

INVESTMENT POLICY AND ESTABLISHING THE SANTA FE COUNTY "

SANTA FE COUNTY=S,

INVESTMENT COMMITTEE; PROVIDING RULES AND POLICIES FOR

DEPOSITORY FINANCIAL INSTITUTIONS AND CUSTODIAL BANKS:

LSTABLISHING INVESTMENT OBJECTIVES AND IDENTIFYING

PERMISSIBLE INVESTMENTS:; PROVIDING FOR SECURITY OF

INVESTMENTS AND DEPOSITS: PROVIDING FOR EQUITABLE

DISTRIBUTIO\I OF INTEREST BEARING ACCOUNTS &H{l—RESCINDING

BE IT RESOLVED, AS FOLLOWS:

I SCOPE

This Investment Policy (*the Policy™ or “this Policy™) governs the investment

activities of the County of Santa Fe (“County™), establishes the Santa Fe County

Investment Committee (“the County Investment Committee™), -and applies to investment

of funds all-finaneial-assets-held by the County Treasurer (“the Treasurer™),

IL GENERAL STATEMENT OF STATUTORY RESPONSIBILITY

A..The Board of County Commissioners of the County of Santa Fe (*BCC”),
acting as the Santa Fe County Board of Finance (“the Board of Finance™), is charged with
the ultimate supervision and control of all County funds; pursuant to NMSA 1978, §§ 6-
10-8 (1987), 6-10-10 (2003), 6-10-35(G)(1987). Ameong other things, the Ceunty-Board

of Finance has the statutory duty to

1._select financial institutions for the deposit of County funds;

L

2,.set the collateral requirements for such depository financial

institutions; and
-

3. select financial institutions to act as custodians for the collateral <
required of depository financial institutions,

- B.

Pursuant to NMSA 1978, §§ 4-43-2 (2001), 6-10-8, and 6-10-10, the Treasurer has the

statutory responsibility for the day-to-day management of County deposits and
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investments, subject to approval of the Board of Finance. In furtherance of this duty, the
Treasurer must maintain accurate books and records_of deposits and investments, which
must be reported and approved by te-the Geunty-Board of Finance on a regular basis,

e C. Pursuant to NMSA 1978, §§ 6-10-10 and 6-10-31 (1987), the T Body Text Indent 2, Space After:
County-Board of Finance and the Treasurer have responsibility over the selection of: guﬁﬁblélgﬁ ;Pac'”g’ single, No bullets or
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*— 1. investment strategies for County funds that are not required to  +------{ Formatted: Body Text indent 2, Space After:
meet the County’s immediate cash flow needs; and gur;]t.bl-elp:gspaﬂngi single, No bullets or
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. 2. suitable securities and other investment products.
4 { Formatted: Indent: First ine: 0" Line
D. The Santa Fe County Clerk (“the County Clerk”) is; ex officio and-without spacing: _single

additional-compensation—the-Clerk of the BCC when the BCC is acting as the Gounty 7 { Formatted: Font: Iralic
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Board of Finance as set forth in —NMSA 1978, § 6-10-8.
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1. INVESTMENT OBJECTIVE Line spacing: single
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A, The paramount objective of this Policy is to preserve and protect single

County funds while earning a market rate of interest on all money that it is not
immediately required to meet the County’s cash flow needs. Toward that end, the
County’s goal is for all money that is not necessary to meet the County’s immediate
operational requirements to be fully invested ips
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B. Prudent investing requires that the County Board of Finance, the County AN 0 pt, Line spacing: single
Investment Committee, -and the Treasurer work closely together on an on-going basis. { gﬁ;ril;atted: Space After: 0 pt, Line spacing:

The County Board of Finance, the County Investment Committee, -and the Treasurer
must also have an accurate agsessment of the County’s current and future cash flow
needs. This requires close coordination between the Treasurer and the County Finance
Director (“Finance Director”), among other people. To achieve these goals, there is
hereby created the County Tnvestment Committee, comprised of the members and
charged with the duties set forth in Section VI of this Policy. In addition, the BCC shall
convene as the County Board of Finance at least once per quarter.

Formatted: Space Before: 0 pt, After: 0 pt,
Line spacing: single

IV,  DEFINITIONS

'f"""{ Formatted: Indent: First line: 0", Space After: ]

A, “BCC” means the Board of County Commissioners of the County of Santas-.. | P4 Lne spacing: single

Fe. 1 Formatted: Space After: D pt, Line spacing:
single
B. “CD” means Certificate of Deposit.
Ao [ Forma_tted: In_dent: r_:irst line: 0", Space After: ’

C. "Collateral” means the following securities and financial obligations “e.. L 0Pt Line spacing: single
eligible to serve as collateral for deposits of public money under NMSA 1978, §§ 6-10- [:i?]f?;atmdi Space After: 0 pt, Line spacing: J
16 (2000) and 6-10-16.1 (2001): 9

1. Securities of the United States, its agencies or instrumentalities;: oo Formatted: Normal, Space After: 0 pt, No
1 bullets or numbering, Widow/COrphan control

Securities of the State of New Mexico, its agencies, instrumentalities, counties,
municipalities or other subdivisions;

Drcemmimine 2o
3z Securities, including student loans, that are guaranteed by the United States or the
State of New Mexico.
4-"""'[ Formatted: Space After: Q pt, Line spacing: ]
3. Revenue bonds that are underwritten by a member of the -~ single, No bullets or numbering
national asseciation of securities dealers, known as "N.A.S.D.,"; and are rated "BAA" or Formatted: Indent: First line: 1", Space After:
. 5 . o i 0 pt, Line spacing: single, Mo bullets or
above by a nationally recognized bond rating servicey numbering
Yo
4, Letters of credit issued by a federal home loan bank. { Formatted: Space After: 0 pt, Line spading:
5. 7 single
D, “County” means Santa Fe County, e .-~ Formatted: Indent: First line: 0", Space Aftar:
4" 0 pt, Line spacing: single
E. “County Board of Finance” means the BCC acting as the County Board of «---- Formatted: Space After: O pt, Line spacing: }
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Finance pursuant to NMSA 1978, Chapter 6, Article 10

F. “County Clerk” means the Santa Fe County Clerk.

G. “Custodial Bank” means the a-Federal Home Loan Bank of

Dallas M&WWW%@WW%@W
has-b Beard-ofFinanee- which fe- shall serve as a custodian

of the collateral required of a Depository Financial Institution pursuant to this Policy.

H. “Depository Financial Institution” means a Financial Institution
designated by the County Board of Finance as qualified to receive deposits of County
funds in accordance with this Policy.

L. “Equitable Distribution” means the portion of the County’s interest-
bearing deposits that a Depository Financial Institution is eligible to receive under
Section VIII of this Policy.

I, “FDIC” means the Federal Deposit Insurance Corporation.

K. “Federal Insurance” means deposit insurance provided to Financial
Institutions by the FDIC, NCUA, or other United States agency.

L. “Finance Director” means the Santa Fe County Finance Director.

M. “Financial Institution-" means any bank, savings and loan association, or <™
credit union whose deposits are insured by an agency of the Unied States and that has its %,
main office or a manned branch office located within Santa Fe County.

N. “County Investment Committee™ of “Investment Committee” means the
commiitee comprised of the members and charged with the duties set forth in Section VI
of this Policy.

Q. “Local Government Investment Pool” means the investment pool of that
name administered by the New Mexico State Treasurer,

P. “NCUA” means the National Credit Union Administration,

Q. “Risk Assessment” means the Treasurer’s assessment of a Financial \' :
Tnstitution’s fitness to be a Depository Financial Institution or & bank’s fitness to be a ;
Custodial Bank. The Treasurer makes this assessment based upon the uniformly applied
financial criteria set forth in this Policy.

R. “Risk Classification” means the classification assigned to a Depository — +.
Financial Tnstitution as part of the Treasurer’s Risk Assessment. A Financial Institution
that fails to maintain a required ratio shall be automatically reclassified info the next
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lower Risk Classification. A Financial Institution that fails to meet any risk classification

may not be designated or continue as a Depository Financial Institution for any amount in

excess of its Federal Insurance. The Risk Classifications used by the TFreasurer-and-their

eriterig-are as follows:

D it [ Formatted: Indent: Left: O First line: 0", }
165, —"CLASS A" means a Depository Financial Institution with all of Space After: 09, Line spzcing: single
the following financizal ratios:

(a) a primary capital to asset ratio, as defined by the FDIC, of

6.1 percent or greater;

(b}  anetincome after taxes to average asset ratio of .61 percent or
greater for the current and previous three quarters; and

(c) a ratio of non-performing loans to primary capital ratio of
34.9 percent or less, where non-performing loans are defined as at least 90 days past due.

«------ Formatted: Indent: Left: 0", Space After: 0
pt, Line spacing: single

. L‘.E 1. ) ] ’ ] 'F‘];] l\nﬁ . 1_‘.
£2. 3—"CLASS B" means a Depository Financial Institution with all of *[ Formatted: Indent: Left: 0", First line: 0", ]

the following financial ratios: Space After: O pt, Line spading: single

{(a) a primary capital to asset ratio, as defined by the FDIC, of

at least 5 percent;

(b)  anetincome after taxes to average asset ratio of at least .51
percent for the current and previous three quarters; and

(c) a ratio of non-performing loans to the bank's primary
capital of no more than 49.9 percent, where non-performing loans are defined as at least
90 days past due.

Allinancialtnstitution that-fails-to-maintain any-one-ofthese-ratios-shall-be-automatieathy «-—- { Formatted: Indent: Left: 0", Space After: 0 ]
reelassified-into-the-next-lower Risk Classifieation: pt, Line spacing: single

bkt Formatted: Indent: Left: 0", First line: 0",
Space After: 0 pt, Line spacing: single

£3. ¥ —"CLASS " means a Depository Financial Institution with any one
of the following financial ratios:

(a) a primary capital to asset ratio, as defined by the FDIC, of
less than 5 percent;

(b)  anetincome to average asset ratio less than .51 percent for
the cutrent and previous three quarters; or




-{ Formatted: Font: 11 pt ]

(c) a ratio of non-performing loans to the bank's primary
capital of greater than 49.9 percent, where nen-performing loans are defined as at least 90
days past due.

{4, ¥—"CLASS D" means a Depository Financial Institution with any two
of the following financial ratios:

(a) a primary capital to asset ratio, as defined by the FDIC, of
less than 2 1/2 percent;

{(b)  anetincome to average asset ratio of less than .10 percent
for the current and previous three quarters; or

(c)  for any two consecutive quarters during the past 12 months,
a ratio of non-performing loans to the bank's primary capital of greater than 67 percent,
where non-performing loans are defined as at least 90 days past due.

) PHEHORY e orhe-agove- . oS-ty e-cesl eq +t Formatted: Indent: Laft: 0", Space After: @
orcontinue-as-a-Repesitomy-Finaneink-Institution-for-any-ameunt in-cxecss of its- Federal pt, Line spacing: single
Insurance:
i { Formatted: [ndent: First line: 0", Space After: J
S. “Surety Bond” means a surety bond offered by a Depository Financial 0 pt, Line spacing: single

Institution as security for County funds. To qualify as security, Surety Bonds must
comply with Section X.C of this Policy.

T. “Treasurer” means the Santa Fe County Treasurer, -

V. COUNTY BOARD OF FINANCE MEETINGS AND REQUIRED RECORD

KEEPING
A._—~County Board of Finance Meetings. In order to discharge its statutory =~ «---- { Formatted: Indent: First line: 0", Space After:
responsibilities, the BCC shall convene as the County Board of Finance at least quarterly 0 pt, Line spacing: single

and shall do so during the BCC’s administrative meetings. The Chairman of the BCC,
who shall also serve as the Chairsas of the Sewnty Board of Finance, may order
additional meetings of the Geunty-Board of Finance whenever, in the Chair’s kis-opinion,
such meetings are necessary and shall order such meetings whenever requested to do so
by two commissioners of the BCCrthe-Freasureror-the-tovestment-Commitiee, A
majority of the BCC, meeting as the &eunty-Board of Finance, shall constitute a quorum
for the transaction of business. NMSA 1978, § 6-10-8.

B. —Investment Oversight. At a the-guarteshemeeting of the Gownty-Board of
Finance, the Treasurer shall present a detailed report concerning the County’s current
investments. That report shall include, but not be limited to, the following:

Formatted: Space After: 0 pt, Ling spacing:

. 1. The total amecunt of County funds, broken out by the amount { single, No bullats or numbering

and type of account or investment (e.g., checking accounts -- $500,000, CD’s --

6



$500,000, etc.)-

2._The cost basis and market value of each security as well as the
amount invested in each type of security;

» -
3. The portfolio’s maturity schedule, yields, and cash flow;
» -
4. All transactions that occurred during the reporting period; and
» -
. 5. All realized gains or losses.

TIn addition, the Finance Director shall present a detailed report of the County’s cash flow
requirements for the foreseeable future, and the Treasurer shall present an his-investment

e T T T UL

{ Formatted: Font: 12 pt ]

"""" { Formatted: Space After: 0 pt, Line spacing: J

single

_,‘.»—-{ Formatted: Not Highlight J

plan for the foreseeable future. The Geurty-Board of Finance shall approve or
disapprove of the Treasurer’s investment plan. If it disapproves, it shall specify the
portions of the plan that it finds objectionable and recommend appropriate changes to
address its objections. At that or a subsequent meeting, the Treasurer may subimit a

revised plan for approval that incorporates the fecommendations of the Geunty-Board of

Finance’s-recommendations or that otherwise addresses its objections.

C. —Depository Financial Institution and Custodial Bank Qversight. At its
quarterly meeting, the County Board of Finance shall consider (i) the application of any
Financial Institution interested in becoming a Depository Financial Institution or of any
bank interested in becoming a Custodial Bank, and {i1) when requested to do so by the
Treasurer, the continued fitness of a Depository Finangcial Institution or Custodial Bank to
serve in such capacity. In exercising its statutory duties in this regard, the County Board
of Finance shall consider, among other factors, the following;

4 -

s 1. the Risk Assessment of the Financial Institution-erbank;

. 2. the business reputation of the Financial Institution-er-banl;
. 3._the Financial Institution’s es-baak’s-compliance with this
Policy;

. 4. the Financial Institution’s ex-bank’s-compliance with its

contractual obligations to the County;

. 5. the Financial Institution’s willingness to pay the statutory
minimum amount of interest on interest-bearing accounts, as set forth in NMSA 197§,
§¢ 6-10-30 (2001) and 6-10-36(E) (1997); and

. 6. the Treasurer’s recommendation.

.-~ { Formatted: Not Hightight )
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0 pt, Line spacing: single

----=" Formatted: Space After: O pt, Line spacing:
single, No bullets or numbering
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D._—Required Records. The Treasurer shall require duplicate receipts or

deposit slips be given for each deposit of County funds. NMSA 1978, § 6-10-10(1)
{2003). Inaddition, Depository Financial Institutions shall, on the first day of each
month, deliver to the Treasurer two itemized statements concerning County accounts,
which shall show the daily balance of the account(s) for the preceding month and accrued
interest. NMSA 1978, § 6-10-29(A) (1987). The Treasurer shall maintain one copy of
the receipts, deposit slips, and statements; the other copy shall be filed with the Clerk on
the first day of each month. If the first day of the month falls on a weekend or legal
holiday, the delivery and filing required under this subsection shall take place on the next
business day that is not a legal holiday.

V1. COUNTY INVESTMENT COMMITTEE

A, Statement of Purpose. Prudent investing requires that the Cewnty-Board of
Finance and Treasurer, among other people, work closely together on an on-going basis.
For instance, the Eesnty Board of Finance, the County Investment Committee and the
Treasurer must have an accurate assessment of the County’s current and future cash flow
needs from the Finance Department. Likewise, the County Attorney’s Office must be
closely involved with investment decisions; so as to stay apprised of and answer any legal
issues that may arise. The County Investment Committee created by this Section shall
have primary responsibility for ensuring the on-going, inter-departmental coordination
that is a prerequisite for the prudent investment of County funds.

B Investment Committee Members. The members of the County Investment
Committee shall be:

- L._the Chairmsan of the Ceunty Board of Finance or his-designee;
- 2. the County Manager or kis-designes;

. 3. the Treasurer or is-designes;

4. the Finance Director or her-designee;

. 3, or designee; and
. 6. the County Attorney or kis-designee.
C. Investment Comumittee Meetings. The County Investment Commitiee

shall meet ag frequently as necessary to fulfili its purpose but in no event less than once

of the County’s cash flow requirements for the foreseeable futwre. The Treasurer shall
update the Investment Committee on the County’s current investments, including their
vield and maturity dates. The Treasurer shall also advise the Investment Commitiee of
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"""" Formatted: Space Before: O pt, After: 0 pt,
Line spacing: single

|

"""" Formatted: Indent: First line: 0", Space After:
0 pt, Line spacing: single

|

------1 Formatted: Space After: 0 pt, Line spacing:
single, No bullets ar numbering

)

""""" Formatted: Indent: First line: 0", Space After:
0 pt, Ling spacing: single

)

),_.-"'[ Formatted: Highlight

)




{ Formatted: Font: 11 pt }

the his-investment strategy for the foreseeable future, taking into account the County’s
projected cash flow fisaneralrequirements. The Investment Committee shall recommend
such adjustments to the Treasurer’s investment sirategy as are necessary to maximize the
income earned on County money while ensuring that the County has sufficient liquid
funds available to meet its financial obligations as they come due.

bR Formatted: Space Before: 0 pt, After: 0 pt,
Line spacing: single

VII. PERMITTED INVESTMENTS

LR { Formatted: In_dent: Flrst line: 0", Space After: ]
A._Subject to the oversight of the Ceunty-Board of Finance’s eversight-and this 0 pt, Line spacing: single
Policy, the Treasurer is authorized to invest County funds in the following:

e Formatted: Space After: 0 pt, Line spacing:
single, No hullets or numbering

- 1. the Local Government Investment Pool, so long as such
investments do not exceed the total sum of Five Million Dollars (35 million) and so long
as funds invesied are general fund proceeds and not bond proceeds;

. 2. interest bearing accounts as well as CDs and other time deposits
with Depository Financial Institutions;

. 3. bonds, notes, or other debt securities issued by and backed by
the full faith and credit of the United States; anéd

4. bonds, notes, or other debt securities that are direct obligations
of the federal home loan mortgage association, the federal national mortgage association,
the federal farm credit bank, or the student loan marketing association and either
(i) backed by the full faith and credit of the United States or (ii} rated at least Aaa or
AAA by Moody’s Investors Service, Inc. or Standard & Poor’s; and

> 5. in an investrnent company described in NMSA 1978, § 6-10-

G(1) for & temporary period while funds for being held for future investment, if no other

financial institution is able to accept such funds and such funds are not immediately

necessary for public uge.-

NMSA 1978, §§ 6-10-10(A)-(B) (2003), 6-10-10(F)(2), 6-10-10(G)(3), 6-10-31, and 6- +------ { Formatted: Space After: 0 pt, Line spading: }
10-36(C)-(D) (1997). single

B. The Treasurer is prohibited from investing County funds in any other security,
bond, or other investment product; unless the County Board of Finance authorizes such
investment in advance by resolution. Furthermore, absent exceptional circumstances_or
an order of the Board of Finance, the Treasurer shall hold investments until maturity.

A Formatted: Space Before: © pt, After: 0O pt,
Line spacing: single

VIII. EQUITABLE DISTRIBUTION OF INTEREST-BEARING DEPOSITS

Rt [ Formatted: Indent: First lIne: 0", Space After:]
A._—Statement of Policy. In accordance with NMSA 1978, § 6-10-36 (1997}, 0 pt, Line spacing; single
the County’s policy is to equitably distribute its interest-bearing deposits among
interested and gualified Financial Institutions who have their main office or manned
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branch offices within Santa Fe County. To be eligible for an Equitable Distribution, a
Financial Institution must be designated by the County Board of Finance as a Depository
Financial Institution in accordance with, and otherwise comply with, this Policy. The
Treasurer, however, 1s not obligated to invest County funds in any interest-bearing
accounts or to maintain any particular level of interest-bearing deposits, Furthermore, as
set forth in Section VIILE, the County’s equitable distribution policy must yield to the
paramount goal of the prudent management of County funds whenever necessary,

B._—Calculating a Depository Financial Institution’s Equitable Distribution of
County’s Interest-Bearing Deposits. The basic formula for caleulating a Depository

Financial Institution’s equitable share of the County’s interest-bearing deposits is as
follows: (a) Equitable Distribution equals (b) County’s interest-bearing deposits for
upcoming quarter multiplied by ¢(c) the Financial Institution’s net worth divided by (d)
the total net worth of all Depository Financial Institutions); i.e., a=b(c/d). Each of these
variables shall be derived as follows:

- e Formatted: Indent: Left: 0", First ling: 07,
Space After: 0 pt, Line spacing: singls

1. fb0n a quarterly basis, the Treasurer shall determine the amount of
County funds to be invested in interest-bearing accounts for the upcoming quarter. For
purposes of this Section, interest-bearing accounts include CDs and other time deposits.
1987 N.M. Op. Att’y Gen. No. 87-50.

2._fe3—A Depository Financial Institution’s net worth shall be calculated
in accordance with NMSA 1978, § 6-10-36(C) and applicable rules promulgated by the
Financial Institutions Division of the Regulation and Licensing Department; viz., NMAC
12.16.3. The net worth of a Depository Financial Institution shall be calculated based
upon the sum of the deposits of its main office (if any) and all of its manned branches (if
any) located within the County of Santa Fe. For example, if a Depository Financial
Tnstitution has its main office and two manned branches within the County of Santa Fe,
each with $1 million in deposits, the total deposits of the Depository Financial Institution
for purposes of calculating its net worth would be $3 million.

3. €d3~The total net worth of all Depository Financial Institutions means
the combined net worth of all Depository Financial Ingtitutions. For example, if there
were three Depository Financial Institutions, each with a net worth of $200,000, the total
net worth of all Depository Financial Institutions would be $600,000. Consequently,
each Depository Financial Institution would be eligible to receive one-third of the
County’s interest-bearing deposits for the coming quarter.

Sk Formatted: Indent: First line: 0", Space After:
0 pt, Line spacing: single

C._——Necessary Reductions to and Forfeiture of Equitable Distributions, A
Depository Financial Institution’s Equitable Distribution shall be reduced as necessary in
the following situations:

ooseee { Formatted: ]ndenti Left: 0_", Firsf_: line: 0", }
1. ¥—Equitable Distribution Exceeds Security. If the Depository Space After: 0 pt, Line spacing: single
Financial Institution lacks sufficient Federal Insurance, Surety Bonds, or Collateral to

secure the full amount of its Equitable Distribution at the level required by this Policy,

10
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the Treasurer shall give the Depository Financial Institution the opportunity to provide
the necessary additional Surety Bonds or Collateral. Should the Depository Financial
Institution fail to do so within ten (10) calendar days, its Equitable Distribution shall be
reduced to the amount that can be secured in accordance with this Policy.

£2. 3 —Credit Unions. By law, the County may cnly deposit money with
credit unions “to the extent such deposits are insured by an agency of the United States.”
NMSA 1978, § 6-10-36(DD). Accordingly, should a credit union Depository Financial
Institution’s Equitable Distribution exceed the amount of Federal Insurance available for
County deposits, its Equitable Distribution shall be reduced to the amount that is fully
insured,

£3. y—Failure to Pay Statutory Minimum Amount of Interest. A

Depository Financial Institution that refuses to pay the statutory minimum amount of
interest at the time of deposit forfeits its right to an Equitable Distribution. NMSA 1978,
§ 6-10-36(E).

+------1 Formatted: Indent: First line: 0", Space AFter:J
D. —Redistribution of Reduced and Forfeited Equitable Distributions. 0 pt, Line spacing: single

1. Should a Depository Financial Institution’s Equitable Distribution be
reduced or forfeited as provided in Sections VIIL.C(1)-(3), the forfeited or reduced
amount shall be redistributed amongst the remaining Diepository Financial Institutions
éligible to receive additional County deposits. Such redistribution shall be done in
accordance with the formula set forth in Section VIILB; provided, however, that formula
variables (b) and (d) shall be derived as follows:

Formatted: Indent: Left: 0", Firstiine: 0"
Space After: 0 pt, Line spacing: single

e
i._For (b), ttby-he County’s interest-bearing deposits for upcoming {
quarter shall mean the forfeited or reduced amounts {o be redistributed.

ii. For (d), tth——TFhe total net worth of all Depository 4enanens { Formatted: Space After: 0 pt, Line spacing: ]
Financial Institutions shall mean the combined net worth of all remaining Depository single
Financial Institutions eligible to receive additional County deposits.

oo Formatted: Indent; Left: 0" First line: 0",
Space After: 0 pt, Line spacing: single

2. This process shall be repeated until (7} all County funds that the Aemmeee [ Formatted: Space After: 0 pt, Line spacing: ]
Treasurer had planned to invest in interest-bearing accounts have been distributed among single
Depository Financial Institutions or (i} no Depository Financial Institutions remain that
are eligible to receive additional County funds. In the latter event, the Treasurer shall
make alternative plans to invest the funds in accordance with this Policy.
4‘[ Formatted: Indent: First line: 0", Space After: ]
E. ——Equalizing Equitable Distribution Surpluses and Deficits. 0 pt, Line spacing: single

1. Fqualizing Equitable Distributions By Quarter. The prudent
investment of County funds will occasionally involyve investing money in CDs and other
time deposits. Such deposits may have staggered maturity dates as well as terms that
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span multiple quarters. Notwithstanding the Treasurer’s efforts to equally distribute time
deposits of like maturity, this means that there may not be sufficient liquid funds
earmarked for interest-bearing deposits available to fully fund a Depository Financial
Institution’s Equitable Distribution in any given quarier. It also means that, due to the
term of the County’s time deposits with them, some Depository Financial Institutions
may have County deposits in excess of their Equitable Distribution for the given guarter,
Under no circumstances shall the County make an early withdrawal of time deposits for
the sole purpose of redistributing money so that each Depository Financial Institution
receives the full amount (and no more) of its Equitable Distribution in a given quarter.
Rather, when the maturiiy date of the County’s time deposits precludes each Depository
Financial Institution from receiving the full amount (and no more) of its Equitable
Distribution in a given quarter, the Treasurer shall equalize Equitable Distributions
during subsequent quarters, in accordance with this subsection,

- Formatted: Highlight

meaintain a cumulative total of each Depository Financial Institution’s Equitable
Distribution surpluses and deficits; i.e., the amount by which the actual money on deposit
with a Depository Financial Institution exceeds (surplus) or falls-short (deficit) of its
Equitable Distribution. For example, assume that there are three Depository Financial
Institutions in Quarter #1, each with the same net worth and thus entitled to an equal
share of the County’s interest-bearing deposits. Tn Quarter #2, the BCC has designated a
fourth Depository Financial Institution, which has the same net worth as the other three
and is thus also entitled to an equal share of the County’s interest-bearing deposits. Their
surplus and deficit accounts would be calculated, under the additional assumptions stated,
as follows: ‘

Quarter #1: Treasurer plans to invest $1,000,000 in interest-bearing accounts during
Quarter 1,

Bank | Equitable Actual Amount and Quarterly Cumulative
Distribution Type of Deposit Surplus/Deficit | Surplus/Deficit
A $333,333.33 | $333,333,33 in a 6 month $0 $0
CD,
B $333,333.33 | $333,333.33 ina6 month | $0 30
CD.
C $333,333.33 | $333,333.33ina6 month | $0 30
CD.
Quarter #2: Treasurer plans to invest $1,000,000 in interest-bearing time deposits
during Quarter 2.
Bank | Egquitable Actual Amount and Quarterly Cumulative
Distribution Type of Deposit Surplus/Deficit | Surplus/Deficit
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A $250,000 $333,333.33 in a 6 month $83,333.33 $83,333.33
CD, set to mature in 3
months.
B $250,000 $333,333.33 in a 6 month $83,333.33 $83,333.33
CD, set to mature in 3
months.
C $250,000 $333,333.33 in a 6 month $83,333.33 $83,333.33
CD, set to mature in 3
months,
D $250,000 $0 ($250,000.00) ($250,000.00)
@) e [ Formatted: Indent: I_.eft: 0", First line: 0",
3. —Equalizing Equitable Distributions. In order to equalize Equitable Space Before: 0 pty Line spacing: single

Distributions over time, the Treasurer shall increase or decrease the amount of money
actually deposited with a Depository Finaneial Institution to account for the institution’s
cumulative surplus/deficit account. Deposits with a Depository Financial Institution with
a cumulative surplus account shall be reduced to the extent necessary to erase the
curnulative deficit account of another Depository Financial Institution, whose deposits
shall be increased by a corresponding amount. For example, continuing with the above
hypothetical, the County’s deposits would be distributed in Quarter 3 as follows:

Quarter #3: Treasurer plans to invest $1,000,000 in interest-bearing time deposits

|

during Quarter 3,
Bank | Equitable Actual Amount and Quarterly Cumulative
Distribution Type of Deposit Surplus/Deficit | Surplus/Deficit
A $250,000 $166,666.67 in a 3 month ($83,333.33) $0
CD.
B $250,000 $166,606.67 in a 3 month ($83,333.33) $0
CD.
C $250,000 $166,666.67 in a 3 month ($83,333.33) $0
CD.
D $250,000 $500,000 in a 3 month CD. | $250,000.00 $0
A { F_ormattt_ad: Space Before: 0 pt, After: 0 pt,
IX. DEPOSITORY FINANCIAL INSTITUTIONS Line spacing: single
e [ FormaFted: quent: _First line: 0", Space After;
A._——-Application to Become a Depository Financial Institution for Amounis 0 pt, Line spading: single

that are Fully Federally Insured. A Financial Institution interested in only being qualified

to receive County funds up to the limits of its Federal Insurance shall submit to the
Treasurer the following;
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£1._3—A written proposal setting forth:

(a) its interest in becoming a Depository Financial Institution
and its qualifications to be one;

(b) its agreement to pay the statutory minimum interest rate
established by the Board of Finance;

{c)  the account and service charges and fees it proposes to
charge the County, which shall not be more than the charges and fees it customarily
charges its best customers;

(d)  its own calculation of its net worth, determined in
accordance with Section VILB of this Policy and applicable law; and

(e) whether it desires regular savings deposits or time deposits.

£2. 3—A copy of its FDIC or NCUA certification.

4 [ Formatted: Space After: 0 pt, Line spacing:
{3. }—The Financial Institution’s quarterly call statements and its “New +-..__ L5n9e

|

"1 Formatted: Indent: Left: 0", First line: 0",

Mexico Financial Institution Quarterly Report,””; a report generated by the State Space After 0 ot Line spacing: gl

|

Treasurer, for the preceding four quarters. Newly chartered Financial Institutions must
submit the same documents for as many quarters as possible.

.Upon determining that the Financial Institution is Federally Insured, the Treasurer shall «------ { Formatted: Space After: 0 pt, Line spacing:

issue a certificate designating the Financial Institution as a Depository Financial single
Institution. Thereafter, the Treasurer may begin to deposit County Funds with the

Depository Financial Institution, up to the limits of its Federal Insurance.

b Formatted: Indent: First line: 0", Space After:
0 pt, Line spacing: single

|
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B. —Application to Become a Depository Financial Institution for Amounts in
Excess of Federal Insurance. A Financial Institution interested in becoming a Depository
Financial Institution for amounts in excess of its their-fFederal ilnsurance must subimit to
the Treasurer the following:

Ao Formatted: Indent; Left: 0", First line: 07,
Space After: 0 pt, Line spacing:  single

1. 3—A written proposal setting forth:

fa. ¥—its interest in becoming a Depository Financial Institution
and its qualifications to be cne;

b, )y—its agreement to pay the statutory minimum interest rate
established by the Board of Finance;

{c._¥—the account and service charges and fees it proposes to
charge the County, which shall not be more than the charges and fees it customarily
charges its best customers;

£d. y—its own calculations of the financial matters set forth in
Section IX.C of this Policy;

fe._—how it intends to secure County deposits; i.¢., with Federal
Insurance, Surety Bonds, or Collateral;

€, 3—the amount of deposits for which it desires to be eligible;

and

{2, y—whether it desires regular savings deposits or time deposits.

2. 3—A copy of its FDIC or NCUA certification.

3. ¥—The Financial Institution’s quarterly call statements and its “New
Mexico Financial Institution Quarterly Report”, a report generated by the State Treasurer,
for the preceding four quarters. Newly chartered Financial Institutions must subinit the
same documents for as many quarters as possible.

<------—1 Formatted: Indent: First line: O, Space After:
4, To be considered at the next scheduled meeting of the Gewuty-Board of 0 pt, Line spacing: single
Finance, the Financial Institution must submit the above application packet at least one
month before the meeting. Tf the materizl is submitted less than one month before the
next scheduled meeting of the Cevaty-Board of Finance, the Financial Institution’s
application to be designated a Depository Financial Institution shall be considered at the
following meeting of the Cewnty-Board of Finance. In that event, the Treasurer shall ask
the Financial Institution to update its proposal with the most recent financial information,
statements, and reports,
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5, The County-Board of Finance shall consider all timely applications to
become Depository Financial Institutions at its quarterly meetings, The Ceunty-Board of
Finance shall notify a qualified Financial Institution of (i) its decision to designate it asa
Depository Financial Institution and (i) the minimum level of Collateral it is required to
maintain for all deposits that are not Federally Insured or secured by a Surety Bond;
provided, however, that the Treasurer may, in his discretion, require a higher level of
Collateral, per Section X.E of this Policy. Onece the Financial Institution has delivered
the necessary Surety Bond or Collateral in accordance with Sections X.C, X.H, and X.I
of this Policy, the Treasurer shall issue a certificate designating the Financial Institution
as a Depository Financial Institution. Thereafter, the Treasurer may begin to deposit
County Funds with the Depository Financial Institution, up te the amount that can be
secured as required by Section X of this Policy.

C,_—Quarterly Submission of Required Financial Reports and Calculations,

L._Tn completing the Risk Assessment and Classification required by this
Policy, the Treasurer shall use figures taken from the Depository Financial Institution’s
quarterly call statements and its “New Mexico Financial Institution Quarterly Report,”; a
report generated by the State Treasurer. The Depository Financial Institution shall
furnish both documents to the Treasurer no later than the tenth day of the second month
following the end of each calendar quarter.

2. At that same time, a Depository Financial Institution qualified to
receive County funds in excess of its Federal Insurance shall also submit to the Treasurer
its own calculations of its:

LAk { Formatted: indent: Left: 0", First line: 0",

{0 primary capital to asset ratio, as defined by the FDIC; Space After: 0pt, Line spacing: single

(i)  netincome after taxes to total average asset ratio for the
current quarter and previous three quarters; and

{(iiiy  ratio of non-performing loans to its primary capital, where
non-performing loans are defined as loans that are at least 90 days past due;

{iv)  net worth, determined in accordance with Section VIILB of
this Policy and applicable law.

L ERy { Formatted: Space After: O pt, Line spacing: J
3. In contrast, a Depository Financial Institution that is only qualified to single

receive County funds up to the limits of its Federal Insurance shall submit to the

Treasurer its own calculation of its net worth, determined in accordance with Section

VIILB of this Policy and applicable law.

« ‘{ Forma_tted: ]nfﬁent: first line: 0", Space After:J
4. If the tenth day falls on a weekend or a legal holiday, the reports and Ot Line spacing: single
calculations required under this subsection shall be submitted on the next business day

that is not a legal holiday.
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D. — Certification Required, The calculations and reports provided to the
Treasurer pursuant to this Section shall be certified in writing by (i) the president or an
executive officer of the Depository Financial Institution or (if) a person authorized by
corporaie resolution to certify the financial information of the Depository Financial
Institution.

E._——Additionzl Certified Information. At any time between quarterly reporting
periods, the Treasurer may require a Depository Finaneial Institution to submit any
additional certified information necessary to assess its risk level,

F. —Failure to Qualify for a Class D Risk Classification. If a Depository
Financial Institution fails to qualify for a Class D Risk Classification, the Treasurer shall
(i) not deposit any additional County money with that institution, (i) withdraw all
deposits, provided that time deposits shall be withdrawn as they mature, and (iii) revoke
the certificate designating the Financial Institution as a Depository Financial Institution.

L aRREEE, Formatted: Indent: First ling: 07, Line
spacing: single

G._—Reporting and Effect of Final Administrative Enforcement Action.
Depository Financial Institutions must immediately report to the Treasurer any final

administrative enforcement action against the institution. If the Treasurer believes that
such administrative action indicates a high level of risk to public deposits with that
Financial Institution, the Treasurer shall report the matter to the County Board of
Finance. At its next meeting, the County Board of Finance shall decide whether the
Finarcial Institution shall remain a Depository Financial Institution and, if so, whether
additional Security shall be required. The Depository Financial Institution may appear at
the BCC meeting to present its position regarding those matters. Pending the County
Board of Finance’s decision, the Treasurer may make an emergency withdrawal of
County deposits, including the early withdrawal of any deposits, if he determines that
such withdrawal is reasonably necessary to protect County funds.

e Formatted: Space Before: O pt, After: O pt,
Line spacing: single

X INSURANCE AND SECURITY REQUIREMENTS

%o { FormaFted: In.dent: first line: 0", Space After: J
A, —Statement of Policy. Deposits of public money in credit unions must be 0 pt; Line spacing: single
fully Federally Insured. NMSA 1978, § 6-10-36(D}. In contrast, deposits of public

money in banks and savings and loan associations must be secured by either:

<-------1 Formatted: Space After: 0 pt, Line spacing:
GQ 1. Federal Insurance: single, No bullets or numbering
errerrr———— s ?
{iiy 2. Surety Bonds; or
f— 3. Coliateral.
NMSA 1978, §§ -6-10-16 and 6-10-16.1, 4moans 1' Formatted: Space After: 0 pt, Line spacing: }
. single
B. —Federal Insyrance, Depository Financial Institutions using Federal | Formatted: Indent: First line: 0", Space After:
0 pt, Line spacing: single

Insurance to secure County deposits must certify quarterly, in writing, the total amount of
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County money o deposit with the institution that is Federally Insured.

C._—Surgty Bonds. To qualify as security under this Policy, a Surety Bond
must be:

1. ¢y—in the form required by NMSA 1978, § 6-10-15 (1981);

2. &i-issued by a surety company that is continually rated in the highest
category by at least one nationally recognized statistical rating agency and is licensed to
do business in New Mexico; and

3. &-approved first by the County-Board of Finance and then by the
District &Court, =
See NMSA 1978, §§ 6-10-15 and 6-10-16.1. Surety Bonds that meet all of the above
requirements are sufficient to secure the aggregate penal amount of the Surety Bonds.
All such Surety Bonds shall be filed with the Clerk, who shall record them in the
“depository bond record” required to be kept by NMSA 1978, § 6-10-15.
Should a surety company fail below the highest rating category, any Surcty Bond issued +
by the company shall no longer be eligibie to provide serve-as-security-underthisPoliey,

e

D. Collateral

1. The County’s funds shall be collateralized in accordance with New
Mexico statutes, including NMSA 1978, Sections 6-10-10 and 6-10-16, and as further

specified hergin,

2, Authorized securities for Collateral shall include only:

——
2. Obligations of the .S, Treasury.
b. Obligations of U.S. agencies and instrumentalities,
C. Irrevocable letters of credit issued by The Federal Home
Loan Bank of Dallas,
d. Obligaticens of the State of New Mexico, its agencies,
institutions, counties. municipalities, or other political subdivisions of the State,
3. The County Treasurer may choose to purchase time deposits froma -
Depository Financial Institution, but all time deposits shall be competitively bid at the
time of purchage.

4, A Depository Financial Institution shall provide a weekly lisiing,

pricing and valuation report to the County Treasurer stating the collateral pledged,
including market values and security descriptions. The County Treasurer shall provide
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this information fo the Investment Commitiee.

5. A Depository Financial Institution shall provide the County Treasurer
with the New Mexico Financial Instifution State Deposits Quarterly Report along with a
list of bank securities pledged to collateralize deposits at the rates required by New
Mexico law. Collateralization reports will be provided weekly,

6, A Depository Financial Institution shall use the Federal Home Loan
Bank of Dallas (herealter “FHLB/Dallag™) as the third party institution to hold all
securities pledged to the County or owned by the County, All securities shall be held in
the name of the County and not the Depository Financial Institution. The Depository
Financial Institution shall require FHLB/Dallas provide a monthly listing, pricing and
valuation report directly to the County Treasurer on collateral pledged including market
vaiues and full security descriptions.

7. B—¥aluation-of Collateral—Securities that are obligations of the
Sstate of New Mexico, its agencies, institutions, counties, municipalities, or other
subdivisions shall be accepted as security at par value. All other Collateral shall be
accepted as security at market value. NMSA 1978, § 6-10-16(C).

8. E—Collsteral Fevels The County-Board of Finance is responsible for
determining the amount of Collateral Depository Financia! Institutions must pledge as
security for County deposits. NMSA 1978, § 6-10-20 (1991). The Gouaty-Board of
Finance hereby delegates to the Treasurer the authority to establish required Collateral
levels for each Depository Financial Institution, in accordance with the following Risk
Classification based guidelines. Whenever, in his opinion, additional Collateral is
necessary to safeguard County funds, the Treasurer may require a higher level of
Collateral for a Depository Financial Institution, generally, or for a particular investment
with a Depository Financial Institution. The Treasurer may not, however, reduce the
level of Collateral required below that set forth in the guidelines.

As used in this subsection, the (x} “Amount to be Collateralized” equals (y) the
total amount of the money to be deposited with the Depository Financial Institution
minus (z) the amount of money Federally Insured or secured by Surety Bonds; i.e., x=y-z.
These collateral guidelines apply to both new deposits and reinvestments of existing
deposits.

9. The Risk Classification guidelines for Depository Financial Institutions
are as follows: Thesepuideliresshall- become-effective-five-(5)-days-after flingwith-the

Rl { Formatted: Indent; Left: 0", First line: 0.5", J
ith, 3-CLASS A. A Class A Depository Financial Institution shall Space After: 0 pl, Line spacing: single
maintain Collateral with an aggregate value equal to fifty percent (50%) of the Amount to
be Collateralized; i.e., the statutory minimum level set forth in NMSA 1978, § 6-10-17.
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iit2, 3 CLASS B. A Class B Depository Financial Institution shall
maintain Collateral with an aggregate value equal to seventy-five percent (75%) of the
Amount to be Collateralized.

g3, »CLASS C. A Class C Depository Financial Institution
shall maintain Collateral with an aggregate value equal to one hundred percent (100%) of
the Amount to be Collateralized.

ivfi4, 3-CLASS D, A Class D Depository Financial Institution ~— +---

shall maintain Collateral with an aggregate value equal to one hundred percent (120%) of
the Amount to be Collateralized.

_ 10, —F—NewlyChaztered Finaneial Tastitutions—A newly chartered
financial instifution chosen as a Depository Financial Institution shall have a Class A
Risk Classification for its first year of operation. In its second year of operation, the
Treasurer shall classify the newly charted financial institution based upon the criteria set
forth in Section IV.Q of this Policy. For that purpose, the newly chartered financial
institution’s net operating income shall be annualized beginning with the first quarter of

the second vyear.

PP

11, G-Acceptabilitv-of-Collateral—The Treasurer shall have the right and

responsibility reserves-the-righito reject, either at the time of submission or at any time
thereafter, Coilateral that does not meet all statutory criteria or that is not of sufficient

quality to secure the County’s deposits.

12, H-Securityv Interest-Apreement—As required by statute, the County
must enter into a written security agreement with any Depository Financial Institution
that desires to pledge Collateral as security for County deposits, NMSA 197§, § 6-10-
18(A) (1991). The security agreement shall provide for a security interest in the
Collateral in favor of the County and shall be in such form as the County deems
acceptable.

13, I—PBeliverv-of Collateralto-Custodial- Banle-Joint-Safelkeoping
Reseipt:—A Depository Financial Institution desiring to pledge Collateral as security for
County deposits must deliver the required Collateral to a Custodial Bank with whom it
has a written agreement. NMSA 1978, § 6-10-21 (1991). Prior {o entering into the
written contraciagseement, the Depository Financial Institution shall deliver a copy of the
proposed contract to the Treasurer, who shall determine whether the contract agreesmens
contains conditions sufficient to “adequately protect the interests of the” County in the
Collateral. NMSA 1978, § 6-10-21, At a minimum, the contract apreement-shall

20
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(i) preclude the Custodial Bank from releasing or substituting Collateral without the prior
written approval of the Treasurer and (ii) require the Custodial Bank to follow the
Treasurer’s written instructions regarding the transfer of Cellateral to the Treasurer if and
when the Depository Finaneial Institution defaults in its obligations to the County. -

Upon delivery of the Collateral to a Custodial Bank, the Depository Financial
Institution shall deliver to the Treasurer a “joint safekeeping receipt issued by the
[Clustodial [Blank[.]” NMSA 1978, § 6-10-17.

14. F—Monthly Collateral- Reports—No later than the tenth day of each
month, Depository Financial Institutions shall submit a monthly collateral level report to
the Treasurer, utilizing the State Treasurer’s “State Treasurer Collateral Compliance
Monthly Report™.

15, KerFailu Maintair i ral—In the event a Depository +
Financial Institution fails to maintain the required level of aceeptable Collateral, the
Treasurer shall request that the Depository Financial Institution substitute or provide
additional acceptable Collateral sufficient to meet its collateralization requirements
within ten (10} calendar days. If the Depository Financial Institution does not comply
with the request, the Treasurer shall, within the next ten (10) calendar days, withdraw all
County funds from the Depository Financial Institution without penalty, notwithstanding
any other provision of law to the contrary. NMSA 1978, § 6-10-17.1,

-

-

XI. CUSTODIAL BANKS

.,

A._~—-Application to Become a Custodial Bank. A bank interested in becoming
a Custodial Bank must submit to the Treasurer the following:

£1. 3—A written proposal setting forth;

(2) its interest in becoming a Custodial Bank and its
qualifications to be one; and
(b)  its own calculations of the financial ratios set forth in

Section XL.B of this Policy.
€2, 3—A copy of its FDIC certification,

3. 3—The bank’s quarterly call statements and its “New Mexico
Finarcial Institution Quarterly Report”, generated by the State Treasurer, for the
preceding four quarters. Newly chartered banks must submit the same reports for as
many quarters as possible.

P
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4, To be considered at the next scheduled meeting of the County Board of +----- { Formatted: Space After: D pt, Line spacing:
Finance, the bank must submit the above application packet at least one month before the single

meeting. If the packet is submitted less than one month before the next scheduled
meeting of the County Board of Finance, the bank’s application shall be considered at the
following meeting of the County Board of Finance. In that event, the Treasurer shall ask
the bank to update its proposal with the most recent financial information, statements,
and reports.

A Formatted: Incent: First line: 0", Space After:
0 pt, Line spacing: single

B,_——Custodial Bank Risk Assessment. To qualify to be a Custodial Bank, a
bank must have maintained the following ratios for each of the previous four quarters:

4'[ Formatted: Indent: Left: O, First line: 0", J
€1, }—a primary capital to asset ratio, as defined by the FDIC, of greater Space After: 0 pt, Line spacing: single
than 6.1 percent;

€2, ¥—a net income after taxes {o total average asset ratio of .61 percent
or higher; and

£3._3—a non-performing loans to primary capital ratio of 34.9 percent or
lower, where non-performing loans are defined as loans that are at least 90 days past due.

Ao { Formatted: Space After: O pt, Line spacing: J
To qualify as a Custodial Bank, a newly chartered {inancial institution must have single
maintained the above ratios for as many quarters as it has been in business.
«=---="1 Formatted: Indent: First line: 0", Space After:
C. ——Quarterly Submission of Required Financial Reports and Calculations. In [ 0 pt; Line spacing: single ]

completing his Risk Assessment, the Treasurer shall use figures taken from the Custodial
Bank’s quarterly call statements and its “New Mexico Financial Institution Quarterly
Report,”s generated by the State Treasurer. The Custodial Bank shall furnish both
documents to the Treasurer no later than the tenth day of the second month following the
end of each calendar quarter. At that same time, the Custodial Banlk shall also submit its
own calculations of its:

halit 1: Formatted: Indent: Left: 0", First line: 0",

€1, }—-primary capital to asset ratio, as defined by the FDIC; Space After: 0 pt, Line spading:_single

£2. y—net income after taxes to total average asset ratio for the current quarter
and previous three quarters; and

£3._}—ratio of non-performing loans to its primary capital, where non-performing
loans are defined as loans that are af least 90 days past due.

LRRRREEE { Formatted: Space After: 0 pt, Line spacing: ]

If the tenth day [alls on a weekend or a legal holiday, the reports and calculations shall be single

submitted on the next business day that is not a legal holiday.

wnm [ Formatted: Indent: First line: 0", Space After:]
D._——Unacceptable Risk Assessment. The Treasurer shall digqualify a bank Opt, Line spading: single

from acting as a Custodial Bank if any of the following conditions cceur:
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€1, 3—The Custodial Bank maintains any cne of the following risk
assessment ratios for three consecutive quarters:

6] a primary capital to asset ratio, as defined by the FDIC,

below 6.1 percent;

(i)  anetincome after taxes to total average asset ratio below

.61 percent; or

(itl)  anon-performing loans to primary capital ratio above 34.9
percent, where non-performing loans are defined as loans that are at least 90 days past
due.

£2._¥}--The Custodial Bank maintains any two of the following risk
assessment ratios for two consecutive quarters:

1) a primery capital to asset ratio, as defined by the FDIC,

below 6.1 percent;

(i)  anetincome after taxes to total average asset ratio below
.61 percent; or

(iii)  a non-performing loans to primary capital ratio above 34,9
percent, where non-performing loans are defined as loans that are at least 90 days past
due,

£3._3—The Custodial Bank maintains any one of the following risk
assessment ratios for more than one quarter:

£i)  aprimary capital to asset ratio, as defined by the FDIC,

below 5.0 percent,

(iiy  anetincome afier taxes to total average asset ratio below

.51 percent; or

(ili}  anon-performing loans to primary capital ratio above 49.9
percent, where non-performing toans are defined as loans that are at least 90 days past
due.

<---=---| Formatted: Space After: O pt, LIne spacing:
single

The Treasurer shall notify the bank in writing that it is no longer eligible tobe a
Custodial Bank, stating the reasons for his decision. Within three (3) business days of its
receipt of the Treasurer’s written notice, the disqualified Custodial Bank shall notify all
Depository Financial Institutions for which it helds Collateral that it is no longer eligible
to serve as a collateral custodian. Thereafter, the disqualified Custodial Bank shall
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the Treasurer the type and amount of Collateral #keldsfer-eaech held for each
Depository Financial Institution for which it holds collateral. For each item of Collateral,
the report shall specifically identify the following:

hahii { Formatted: Indent: Left: 0", First line: Q% J

1. @)—the name and market symbol or other identifying information of Space After: 0 pt, Line spacing: single

the collateral (e.g., the series and issue date of U.S. Treasury Savings Bonds);

2. _{ii)-the total number of each item of Collateral held; and

3. (id)the total market value or par value of each item of Collateral, as
required by Sections 3B and X.C of this Policy.

e Formatted: Space After: 0 pt, Line spacing:
single

The Custodial Bank shall furnish its collateral report for the previous month to the
Treasurer no later than the tenth day of the month. If the tenth day falls on a weekend or
a legal holiday, the reports and calculations shall be submitted on the next business day
that is not a legal holiday.

F. ——Certification Required, The calculations and reports provided to the *{ Formatted: Indent; First line; 0", Space Af‘ter:}
Treasurer pursuant to this Section shall be certified in writing by (i) the president or an 0 pt, Line spacing: single

executive officer of the Custodial Bank or (ii) a person authorized by corporate resolution

to certify the financial information of the Custodial Bank.

G._——Additional Certified Information, Af any time between quarterly reporting
periods, the Treasurer may require a Custodial Bank to submit any additional certified
information necessary to assess its risk level.

H,_——Common Ownership Restrictions. A Custodial Bank may not hold the
collateral of a Depository Financial Institution where the relationship between the two
institutions is one of parent-subsidiary or the two institutions are owned, directly or
indirectly, by the same person, corporation, or other entity.

], Safekeeping. e Formatted: Body Text Indent 2, Left, Indent:
. Left: 0"
1, A Custodial Bank shall provide book-entry safekeeping services for “*{ Formatted: Indent; Left; 0"

County-owned or pledged securities, All County investments shall be made by the
County Treasurer and instructions for clearing and safekeeping shall be given (o the
Custodial Bank in wrifing by the Treasurer.

2. Custody shall be in the Custodial Bank or a brokerage service deemed
suitable by the parties hereto. All securities shall be cleared on a delivery versus payment
(DVP) basis and ownership decumented by original clearing confirmations and safe
keeping receipts provided within one business day to the Countv Treasurer., Funds for
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investments shall be drawn from one designated County DDA account. All penalty and
interest payments, coupon, payments, and maturities must receive same day collected
credit on the designated account,

3. The Custodial Bank shall agree in writing that the correspondent bank
used by the Custodial Bank shall not become an authorized broker/dealer to the County {n
order to perfect delivery versus payment independence on the trade,

4. The Custodial Bank shall use the Federal Reserve or a brokerage *{ Formatted: List Paragraph, Indent: Left: 0", J
service deemed suitable by the parties hereto as the correspondent bank for the Tab stops: Not at 0.38"

safekeeping of County securities. Transactions will be handled through the depository

system and shall not require additional interaction by the County with the correspondent

bank, No delay in transactions or flow of funds shall oceur under the correspondent

relationship,
5. The Custodial Bank shall provide weekly statements of the securitieg
held by the County,
XIE. MISCELLANEOUS PROVISIONS *-{ Formatted: Space Before: 0 pt, After: O pt, ]
. Line spacing: single
A, Minimum Interest Rates. Depository Financial Institutions must pay the f Formatted: Indent: First line: 07, Space After: J
0 pt, Line spacing: single

statutory minimum rate of interest on the County’s interest-bearing accounts and CDs and
other time deposits, as set forth in NMSA 1978, §§ 6-10-30 and 6-10-36(E) as well as
applicable regulations.

B. Early Withdrawal, Except for withdraw due to failure to maintain
adequate collateral under Section IX.K, the Treasurer may only make the early
withdrawal of County funds in accordance with federal law governing a Depository
Financial Institution’s ability to repay deposits before maturity. NMSA 1978, § 6-10-34
{1987).

C. Bonding of Treasurer and Deputy Treasurer, The Treasurer and Deputy
Treasurer shall be bonded as required by NMSA 1978, §§ 4-44-35 (1967}, 6-10-38
(1967), 6-10-39 (1953), and 10-1-13 (1967).

D. Reservation of Rights and Duties. Nothing herein shall restrict the BCC
or Treasurer from the lawful exercise of other rights and duties conferred by law,

E. Use of Brokers and Financial Advisors. Given the increased costs
associated with brokerage and financial advisory services, brokers and financial advisors
will only be utilized if the rate of return, net of the broker’s or financial advisor’s
commissions and other costs, exceeds the rate of return on other available investments,
Furthermore, the Treasurer may only contract with brokers or financial advisors if the
contract would qualify for the exemption from competitive sealed proposals set forth in
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NMSA 1978, § 13-1-129(A)2) (1991).

F. Prudent Investor Standard. Investments made pursuant to this Policy shall
be governed by the prudent investor rule set forth in the Uniform Prudent Investor Act,
NMSA 1978, § 45-7-601 to § 45-7-612 (1995).

G. Conflict of Interest: Bribery Statutes, BCC members, the Treasurer,
members of the Investment Committee, and brokers shall disclose all financial interests
that (i) will be impacted by the County’s investment activities, (if) conflict with the
proper execution of this Policy or the County’s investment program, or (ifi) otherwise
affect or impair their ability to make impartial investment decisions regarding County
funds, In addition, BCC members, the Treasurer, and members of the Investment
Committee shall otherwise comply with Santa Fe County Ordinance No. 2004-3, as
amended.

H Notice of Bribery Statutes. State law makes it a felony to offer, pay, or
receive a bribe in conjunction with the depositing or investing of County funds. See, e.g.,
NMSA 1978, §§ 6-10-40 (1987) and 6-10-53 (1941).

1. Previous Investment Policies Repealed:; Annual Review of this Policy.
This Policy supersedes any and all previously adopted investment policies, including
Santa Fe County Resolution No. 1999-67, which are hereby repealed. This policy shall
be reviewed on an annual basis,

I Previous Resolutions Establishing Investment Committees Repealed. This
Policy supersedes any and all previcusly adopted resolutions establishing any investment
committee, including Santa Fe County Resolution Nos. 1999-142, 2007-102, and 2010-

223, which resolutions are hereby rescindedzenled and-which conmmittees-are-heraby

e Formatted: Space After: 0 pt, Lina spacing:
single

Ll Formatted: Indent: First line: 0", Space Aftar:
0 pt, Line spacing: single
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K. Status of County’s Fiscal Agent Unaffected. Nothing in this Policy shall preclude
the County from selecting a Depository Financial Institution to act as the County’s fiscal
agent. The Treasurer, however, shall not deposit County funds in non-checking, interest-
bearing accounts with the fiscal agent, except to the extent of the fiscal agent’s Equitable
Distribution under Section VI of this Policy.

4-“*'"-'[ Formatted: Line spacing: single

PASSED, APPROVED, AND ADOPTED THIS ___ day of September, Ausust .-~ Formatted: Fort Bold
201264,

THEBOARDOFCOUNTY .--{Formatted: Font Bold
COMMISSIONERS QF
SANTA FE COUNTY

By:

Liz Stefanics, Paul-B-Campes;

Chairman
Valerie Espinoza, RebeceaBustamante;-County Clerk
SANTA FE COUNTY TREASURER ..~ rormatted: Font: Bold
Victor Montoya, County Treasurer gmnnnee { Formatted: Line spacing: single
ABAPPROVED ASTOFORM: ... . Formatted Fo Bold
Stephen C. Ross
County Attorney
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Memorandum

To: Santa Fe Board of County Commissioners

From: Evelyn Valencia, Accountant Senior %\,

Via: Teresa Martinez, Finance Division Directg\g/)ml

Date: October 30, 2012 )

Re: Request Acknowiedgement and Acceptance of the Independent Auditor’s Report for Santa Fe County’s

Agreed-Upon Procedures for Lodgers’ Tax Facilities and the Reporting of Lodger’s Tax

ISSUE:

Thé Santa Fe County Finance Division requests Acknowledgement and Acceptance of the Independent Auditor’s
Report for Santa Fe County’s Agreed-Upon Procedures for Lodgers® Tax Facilities and the Reporting of Lodgers Tax.

BACKGROUND:

Pursuant to Section 2.2.2.10 K, (3) of 2.2.2 NMAC Requirements _for Contracting and Conducting Audils of Agencies,
the financial audit report shall be presented to the Board of County Commissioners at a public meeting for approval.

The County of Santa Fe engaged in an Agreement with Barraclough & Associates, P.C., to conduct the annual audit of
the County’s financial statements for the fiscal year ending June 30, 2011. The audit also included the agreed-upon
procedures for the Lodgers’ Tax Facilities. The following is a summary outlining the results of the agreed-upon
procedures: '

e The State statute and the County’s Ordinance require an annual audit of the Lodgers” Tax Facilities. This
audit is based on a random selection of lodging facilities. Within the two previous fiscal years, the
independent Auditor has completed an audit of all the lodgers’ tax facilities. For Fiscal Year 2011, the County
randomly selected three (3) facilities to be tested.

o The lodgers’ tax facilities were classified based on the risk assessment as: high, moderate and low risk. The
findings are noted as follows:

» High Risk Classification (Bishop’s Lodge): This lodging facility overpaid lodger’s tax in the amount
of $1,991.55. In July 2011, this was a result of a clerical error. In April 2011, the overpayment was
due to an error causing the incorrect amount of tax which has since been corrected by the lodging
facility, In June 2012, the overstatement was caused by new management including non-room
revenue in the amount subject to lodgers’ tax, {The overpayment will be reimbursed back to the
lodging facility).

» Moderate Risk Classification (Rancheros de Santa Fe); There were no exceptions noted for this
lodging facility.



» Low Risk Classification (Hacienda Dona Andrea); There were no exceptions noted excopt that the
lodging facility does not have night audit packets ot other daily records as in other larger facilities
other than the accounting system. As a result, daily records were not tested. The work that was tested
resulted in the Entity charging a resort fee with each booked room. This fee is mandatory and includes
pool access and other amenities, This fee is not included in taxable revenue,

The findings were discussed with personnel from each entity at the end of the test work performed.

The County Finance Division will make every effort to address the issues regarding additional fees brought up with
this audit of the selected lodging facilities.

RECOMMENDATION:

The Finance Division requests acceptance and approval of the Santa Fe County’s Agreed-upon procedures for the
lodgers® tax facilities for fiscal year ending June 30, 2011.
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- Independent Auditors' Report on
Applying Agreed-upon Procedures

Mr. Hector H. Balderas, Esg., New Mexico State Auditor

and
The County Commission and Lodgers® Tax Advisory Board of Santa Fe County
Santa Fe, New Mexico:

We have performed certain procedures as discussed in Attachment I, which were agreed to by the County of
Santa Fe, solely to assist you with respect to the accounting records of three lodgers' tax facilities for the
lodgers' tax reports filed for the year July 1, 2010 through June 30, 2011. This engagement to apply
agreed-upon procedures was performed in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of the procedures is solely the
responsibility of the specified parties of the report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose. '

Our findings are as follows.

High Risk Classification Lodgers' Tax Facility.

Entity 1 overstated revenue by $7,857, $506.75, and $41,425 for the months of July 2010, April 2011, and
June 2011, respectively. Per management, the overstatement in July 2011 was dueto a clerical error.  The
overstatement in April 2011 was due to an error causing over collection of tax that has since been corrected.
The overstatement in June 2011 was due to a new management company mistakenly including non-room

revenue in revenue subject to lodgers’ tax. The total effect of these misstatements is an overpayment of
$1,991.55 intax. No other exceptions were noted. :

Moderate Risk Classification Lodgers’ Tax Facility:

Entity 2 had no exceptions noted.

Division for CPA Firms AICPA



Low Risk Classification Lodgers' Tax Facility. No exceptions were noted except for:

Entity 3 does not maintain night audit packets or other daily records outside of their primary accounting
system used to report revenue subject to lodgers’ tax, Therefore, testing of daily records could not be
performed. For the test work that was performed, no exceptions were noted.

Our findings were discussed with representatives from each entity at the conclusion of our test work.

During our test work, it was noted that an Entity is charging a resort fee with each room purchased. This
fee is mandatory and includes things such as pool access and other amenities provided by the lodging
facility. The fees are not being included in taxable revenue. The statute is unclear as to the treatment of
mandatory additional fees charged in addition to room rates. The County should update the statute to
address this issue.

ook sk e

We are not engaged to, and did not; perform an audit, the objective of which would be the expression of an
opinion on the specified elements, accounts, or items, Accordingly, we do not express such an opinion. Had
we performed additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of The Santa Fe County Commission and Lodgers'
Tax Advisory Board and management of Santa Fe County and the Office of the State Auditor, and is not
intended to be and should not be used by anyone othgr than these specified parties.

fm

July 30, 2012




LODGERS’ TAX FACILITIES
AGREED UPON PROCEDURES PERFORMED

Attachment I

The County performed a Risk Assessment on twenty-one lodgers' tax facilities to identify those
facilities that may not be properly paying the lodgers' tax, and chose a sample of three facilities to
test. The Risk Assessment was based upon an analytical review of the monthly tax revenue
received, comparison of the facilities by size to determine if certain facilities may have reported
lower occupancy of their rooms compared to their peers and the County's understanding of the local
economy, business environment and reputation of the facilities.

We notified by certified mail and made arrangements to visit three lodging facilities.

The County and Barraclough & Associates, P.C. agreed to the Risk Assessment of the lodgers' tax
facilities.

High Risk: These establishments included facilities where lodgers' tax payments did not appear
reasonable based upon the size of the facility, lateness of the payments or other factors from the
analytical review that would have indicated that the County was not receiving its appropriate share
of lodgers' tax payments. The procedures were as follows:

1. Selected five monthly tax remittances as reported to the County and performed the following:

a. Agreed amount reported to room records for the months selected. Compared revenue
reported to the entity's financial statements or general ledger.

b. Compared ten days revenues for the period, and tested to the room records or other
supporting documentation to determine if all income from occupied rooms has been
reported,

2. Agreed the yearly amount of revenue reported to the lodgers' facility financial statements
and/or tax returns,

Moderate Risk: These establishments included facilitics where payments seemed reasonable but
based on the size of the facility, lateness of the payments or other factors, these facilities had the
same procedures performed for a high risk but a reduced scope of transactions were tested. The
procedures were as follows:

1. Selected three monthly tax remittances to the County and performed the following:

a. Agreed amount reported to room records for the months selected. Compared revenue
reported to the entity's financial statements or general ledger.

b. Compared ten days' revenues for the period, and tested to the room records or other
supporting documentation to determine if all income from occupied rooms has been

reported.

2. Agreed the yearly amount of revenue reported to the lodgers' tax facilities financial statements
and/or tax returns.



[LODGERS” TAX FACILITIES
AGREED UPON PROCEDURES PERFORMED

Attachment I
(Continued)

Low Risk: These establishments included facilities for which the payments indicated a low risk
that the County has not received its appropriate lodgers' tax payments. The procedures were as
follows:

1. Selected two monthly tax remittances to the County and performed the following:

a. Agreed amount reported to room records for the months selected. Compared revenue
reported to the entity's financial statements or general ledger.

b. Compared ten days revenues for the period, and tested to the room records or other
supporting documentation to determine if all income from occupied rooms has been
reported.

2. Agreed the yearly amount of revenue reported to the lodgers’ tax facilities financial statement
and/ or tax returns.

We also determined if any of the lodgers’ facilities were late in filing the occupancy tax reports and
also determined if applicable late fees were collected.



LODGERS’ TAX FACILITIES
AGREED UPON PROCEDURES PERFORMED

Attachment X1

HIGH RISK

Entity # 1 Bishop’s Lodge
MODERATE RISK

Entity #2 Rancheros de Santa Fe

LOW RISK
Entity #3 Hacienda Dona Andrea de Santa Fe



