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Investment Policy

• Serves as the foundation of investment goals 
and objectives

• Mandates investing in a manner that 
provides the highest security while meeting 
Authority cash flow needs

• Demonstrates our fiduciary responsibility, 
thereby promoting trust and confidence from 
the public we serve

• Adheres to and exceeds the requirements of 
California Government Code Section 53600 
et seq
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Investment Policy

• Adheres to state law requirements that return on 

investment be subordinate to objectives of safety 

and liquidity

• Developed and annually reviewed in conjunction 

with our financial and investment advisors

• Annual Board review is not required by State Code, 

but is an Authority practice

• Awarded Investment Policy Certificate of 

Excellence Award in 2008 and 2010 by Association 

of Public Treasurers of United States and Canada. 

Investment Policy will be submitted for the 2011 

award in June.
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Investment Policy - Amendments

• Changed language from ‘Authority funds’ to ‘Market 
value of the portfolio’ in the following sections:

„Market value of the portfolio‟ is more specific about which 
calculated value is used when measuring each investment against 
the Portfolio‟s guidelines. 

– (6)(d) Commercial Paper 

– (6)(g) Bank Deposits

– (6)(j) Local Agency Investment Fund 

– (6)(k) San Diego County Investment Pool 

– (6)(l) Local Government Investment Pools 

– (6)(m) Money Market Funds
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Investment Policy - Amendments

• Section (6)(e) Negotiable Certificates of Deposit:

Revised portfolio limit from 30% in Negotiable CDs to 30% 
in Negotiable CDs and Placement Service CDs.

–“ Purchased NCDs may not exceed 30% in aggregate of the 
market value of the portfolio. Negotiable Certificates of Deposit 
(NCDs) together with Placement Service Certificates of Deposit 
(PSCDs) may not exceed 30% in aggregate of the market value of 
the portfolio. ”

• Section (6)(f) Placement Service Certificates of Deposit:

Revised portfolio limit from 30% in Placement Service CDs 
to 30% in Placement Service CDs and Negotiable CDs.

–“ An aggregate of 30% of the Authority‟s portfolio may be 
invested in PSCDs. Placement Service Certificates of Deposit 
(PSCDs) together with Negotiable Certificates of Deposit (NCDs) 
may not exceed 30% in aggregate of the market value of the 
portfolio. ”
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Investment Policy - Amendments

• Section (6)(g) Bank Deposits:

Removed reference to government code that were not 
directly related to Bank Deposits.

–“ A maximum of 20% of Authority‟s portfolio may be invested in 
TCDs.  The amount invested in TCDs of any one issuer in 
combination with any other securities from that issuer shall not 
exceed 10% of the market value of the portfolio.  Cal. Gov. Code 
§53601.8, 53649, 53653 and 53635.2. and 53635.8.”
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Investment Policy - Amendments

• Section (6)(h) Medium Term Notes (MTNs):

Added language to allow for Long Term Notes (LTNs) with 
less than 5 years remaining until maturity.

–“Medium Term Notes (MTNs) and Long Term Notes (LTNs) with 
less than 5 years remaining until maturity shall be eligible for 
purchase shall be if rated “A” or better by a NRSRO and be issued 
by a corporation organized and operating within the United States.  
MTNs and LTNs with an “A” rating shall be limited to 24 months 
maximum maturity; “AA” rated MTNs and LTNs shall be limited to 
36 months.  The aggregate total of all purchased MTNs and LTNs
may not exceed 15% of the market value of the investment 
portfolio. The amount invested in MTNs and LTNs of any one 
issuer in combination with any other securities from that issuer 
shall not exceed 10% of the market value of the portfolio.  Cal. 
Gov. Code §53601(k) and 53635.2.”
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Investment Policy - Amendments

• Section (6)(l)(ii) Local Government Investment Pools:

Added language to provide guidance and procedures in 
the event that a Local Government Investment Pool that 
the Authority has invested in falls out of compliance with 
the Authority‟s investment policy.

–“A description of eligible investment securities, and a written 
statement of investment policy and objectives. All investments 
must comply with the eligible investments outlined in this policy. In 
the event that any investments do not comply with the eligible 
investments outlined in this Policy, the Treasurer will assess the 
potential risk of a substantial investment loss related to the 
investment(s) not in compliance. If the potential risk of investment 
loss exceeds $10,000, as determined by the Treasurer and 
Authority‟s Investment Advisor, the Treasurer will, as soon as 
reasonably practicable, execute a plan to transfer funds out of the 
LGIP and into an authorized investment.”
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Investment Policy - Amendments

• Section (6)(l)(iii) Local Government Investment Pools:

Changed credit rating requirement from „AAA‟ to „AAAm‟ to 
reflect the new rating system for money market funds.

–“The issuer must have a current AAAm rating, provide a constant 
dollar pool with a stated objective of maintaining a $1 net asset 
value, meet an asset size of $1 billion at the time of investment, 
and provide for third-party custody of portfolio assets.”
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Investment Policy - Amendments

• Section (7) Prohibited Investments:

Removed restrictions on long-term corporate notes or 
bonds to allow for investment in long-term notes & bonds 
with remaining maturities of less than five years. 

–“Prohibited Investments.  Investments not described herein, 
including but not limited to, inverse floating rate notes, range 
notes, interest-only strips that are derived from a pool of 
mortgages, and common stocks and long-term corporate notes or 
bonds are prohibited from use in this portfolio.  The Authority shall 
not invest any funds in any security that could result in zero 
interest accrual and zero discount accretion if held to maturity.  
Investments that exceed five years to maturity require 
authorization by the Board at least 30 days prior to purchase.  Cal. 
Gov. Code §53601.6.”
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Investment Policy - Amendments

• Section (8) Safekeeping of Securities:

Removed Negotiable Certificates of Deposit (NCDs) from 
the list of securities exempted from the safekeeping 
requirement. NCDs are deliverable securities and require 
safekeeping by a third party.

–“To protect against potential losses by the collapse of individual 
securities dealers, all securities owned by the Authority shall be 
held in safekeeping by a third person bank trust department acting 
as agent for the Authority under the terms of a custody agreement 
executed by the bank and the Authority.  All securities will be 
received and delivered using standard delivery versus payment 
procedures.  The only exception to the foregoing shall be:  (i) 
LAIF; (ii) the SDCIP; (iii) LGIPs; (iv) money market mutual funds, 
and (v) Certificates of Deposits (TCDs, NCDs, & PSCDs), since 
the purchased securities are not deliverable.  A record of these 
investments shall be held by the Treasurer.”
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Investment Policy - Amendments

• Section (11)(b) Internal Control:

Revised language to indicate the Treasurer‟s responsibility 
to review performance standards and present them to the 
President/CEO & Board.

–“Shall dDevelop performance standards.  Those performance 
standards will be reviewed by the Executive Officer Treasurer and 
presented as an information item to the President/CEO and the
Board.  On a quarterly basis, as part of the reporting requirements 
the Authority‟s Treasurer shall report actual compared to the 
performance standard and any substantial deviations shall be 
explained.”
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Investment Policy - Amendments

• Section (12) Glossary of Terms:

Added definitions of the following terms:

–Commercial Paper (CP)

–Constant Maturity Treasury (CMT)

–Federal Farm Credit Bank (FFCB)

–Federal Home Loan Mortgage Company (FHLMC)

Modified definitions of the following terms:

–Federal Home Loan Banks

–Federal National Mortgage Association (FNMA)
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Delegation of Investment Authority

• The Board delegates the authority to 
invest and manage funds to the Vice 
President of Finance / Treasurer

• This delegation is on a fiscal year basis 
and subject to renewal by the Board
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Agenda Item Requests

• Agenda item is requesting that the 
Finance Committee forward the 
following recommendations to the 
Board for approval:

– Approval of amendment to investment 
policy

– Annual delegation of authority to invest 
and manage Authority funds to the Vice 
President of Finance / Treasurer



Questions

16


