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Item #5 



 
 Investment Policy Overview  
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• 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 or exceed the requirements of 
California Government Code Section 53600 et 
seq. 



 
 

• 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, 2010 and 2012 by Association of Public 
Treasurers of United States and Canada 
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Investment Policy Overview 
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Investment Policy - Amendments 

Section (1)  Scope: Added language to clarify the more 

restrictive terms of bond investments: 

 

“In addition, in the event of a conflict between 
this policy and permitted investments of bond 
proceeds as defined by a  master indenture or 
supplemental indenture  (“Indenture”) associated 
with any Authority debt issuance, the more 
restrictive parameters of either Cal. Gov. Code or 
the indenture will take precedence this Policy 
shall control.” 
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Investment Policy - Amendments 

Section (2)  Objectives (a) Safety of Principal (ii) (B): 

Added language to require prior approval at least three months 
ahead for investments with maturities of five years or longer, 
as required by code: 

 

“limiting the average maturity of the Authority’s 
portfolio to three years.  Furthermore, no 
investments will be made in any security with a and 
the maximum maturity of any one security in the 
portfolio to five years.maturity greater than five 
years unless the Board has granted its express 
authority to make such investment specifically or as 
a part of an investment program approved by the 
Board no less than three months prior to the 
investment.” 

 

 

 



 
 

6 

Investment Policy - Amendments 

Section (3) Authority to Invest Funds  (b) Delegation of 
investment authority to Treasurer: Eliminated a duplication 
within the policy: 

 

“On a monthly basis, the Treasurer shall report to 
the Board all investment transactions, whether 
purchases or sales, occurring since the last report.  
On a quarterly basis, tThe Treasurer shall report to 
the board the status of Authority’s investment 
portfolio in accordance with Sections (10)(a) and (b) 
of this policy.” 
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Investment Policy - Amendments 

Section (6) Authorized Investments: Added the 

Government Code section that refers to LAIF: 

 

“The Authority is authorized by the applicable 

sections of Cal. Gov. Code §16429.1, §53600 et 

seq. and §53630 et seq. to invest in the following 

types of securities, further limited herein:” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (a), (b), (c), (d), (h) 
and (i): Removed Code references that do not apply to 
individual investments: 

 

“There is no limitation as to the percentage of the 
portfolio that can be invested in this category.  Cal. 
Gov. Code §53601(b) and 53635.2” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (e): Added language 

to include federally licensed foreign banks, so as to conform 
with new code: 

 

“Negotiable Certificates of Deposit (NCDs) issued by 
a nationally, or state-chartered bank,  or a state or 
federal savings institution, or by a federally licensed 
or state-licensed branch of a foreign bank.” 

 



 
 

10 

Investment Policy - Amendments 

Section (6) Authorized Investments (g):Added language to 

change the maximum length of investment, and corrected the 
Government Code reference: 

 

“The maximum maturity of TCDs [Time Certificates 
of Deposits] is 1 three years.  A maximum of 20% 
of the market value of the 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 §53630 et 
seq.53649, 53653, and 53635.2” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (h) Medium Term 
Notes (MTNs):  Adopted language to define Medium Term 

Notes to be consistent with Government Code: 

 

“Medium Term Notes (MTNs), defined as all corporate 
and depository institution debt securities with a 
maximum remaining maturity of five years or less, 
issued by corporations organized and operating within 
the United States or by depository institutions licensed 
by the United States or any state and operating within 
the United States and Long Term Notes (LTNs) with 
less than 5 years remaining until maturity shall be 
eligible for purchase if rated “A” or better by a NRSRO 

[Nationally Recognized Statistical Rating 
Organization] and be issued by a corporation 
organized and operating within the United States.” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (h) Medium Term 
Notes (MTNs)(cont.): Eliminated references to Long Term 
Notes: 

 

“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)” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (i) : Added language that 
the rating must be made by a Nationally Recognized Statistical 
Rating Organization (NRSRO): 

 

“Repurchase agreements (RPAs) shall only be made 
with financial institutions having a credit rating of 
not less than “A” by a NRSRO.” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (j): Adopted language 

to clarify the basis for the maximum allowable investment in 
the Local Agency  Investment Fund (“LAIF”): 

 

“The Local Agency Investment Fund (“LAIF”), 
established by the State Treasurer for the benefit of 
local agencies and identified under Cal. Gov. Code 
§16429.1 et seq., is authorized up to the maximum 
amount permitted by state law.  The market value 
of the Authority’s investment in LAIF may not 
exceed the current deposit limit for regular LAIF 
accountsLAIF statutory limit, if applicable” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (k):  Adopted 

language to clarify the basis for maximum allowable 
investment in the San Diego County Investment Pool 
(“SDCIP”): 

 

“The market value of the Authority’s investment in 
SDCIP may not exceed the current deposit limit for 
regular LAIF accountsLAIF Statutory limit, if 
applicable” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (l): Adopted language 

to clarify the basis for maximum allowable investment in the 
Investment Trust of California (CalTRUST): 

 

“The market value of the Authority’s investment in 
each of the CalTRUST funds may not exceed The 
current deposit limit for regular LAIF accountsthe 
LAIF statutory limit, if applicable” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (n): removed 
unnecessary wording 

 

“The Authority may place funds in shares of 
beneficial interest issued by diversified management 
companies that are money market funds registered 
with the Securities and Exchange Commission under 
the Investment Company Act of 1940 (15 U.S.C. 
§80a-1 et seq.), investing in the securities and 
obligations.” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (n) (ii): Adopted 

clarifying language to make policy consistent with code: 

 

“Retain an investment adviser registered or exempt 
from registration with the Securities and Exchange 
Commission with not less than 5 years’ experience 
managing money market mutual fundsinvesting in 
the securities and obligation market as authorized 
by Cal. Gov. Code §53601, subdivision (a) to (m), 
inclusive and with assets under management in 
excess of $500,000,000.  Cal. Gov. Code §53601(l)” 
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Investment Policy - Amendments 

Section (6) Authorized Investments (p) Permitted 
Investment for Bond Proceeds: Added additional language 
to provide for clarification: 

 

“All investment types listed above are authorized 
investments for bond proceeds.  The percentage or 
dollar limitations listed above do not apply to bond 
proceeds investments.  In addition to the above 
investments, bond proceeds may be invested in with 
the addition of the following:” 
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Investment Policy - Amendments 

Section (6) Authorized Investments: Added language to 

provide clarification of maturity limits for Debt Service Reserve 
Funds: 

“The Board has expressly granted the Treasurer the 
authority to invest debt service reserve funds in U.S. 
Treasury, federal agency, municipal securities and 
investment agreements (which meet the 
requirements of this Investment Policy and the 
Indenture) with maturities exceeding 5 years if it is 
considered to be in the best interest of the Authority 
and if the maturity of such investments does not 
exceed the expected use of the funds.  Reserve fund 
investments beyond 5 years are specifically excluded 
from the mathematical calculation of the average 
maturity of the Authority’s portfolio .” 
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Investment Policy - Amendments 

Section (7) Prohibited Investments: Deleted language that 

is covered in an earlier section of the policy: 

 

“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.” 



 
 

22 

Investment Policy - Amendments 

Section (9) Portfolio Limitations: Added language to provide 

guidance for handling downgraded investments: 

 

 “ In the event that an investment originally 
purchased within policy guidelines is downgraded 
below the policy requirements by any one of the 
NRSROs, the course of action to be followed by the 
Treasurer will be decided on a case-by-case basis, 
considering such factors as the reason for the 
downgrade, prognosis for recovery or further rating 
downgrades, and the market price of the security.” 



 
 

• 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 

 

Delegation of Investment Authority 



 
 

• Agenda item is requesting the following 
action: 

– Forward Amendments to the Investment 
Policy to the Board for approval 

– Forward the delegation of authority to 
invest and manage Authority funds to the 
Vice President of Finance / Treasurer to 
the Board for approval 

 

Action Requested 



 
 Questions 


