TWAIN HARTE COMMUNITY SERVICES DISTRICT
Policy and Procedure Manual

POLICY TITLE: Investment Policy
POLICY NUMBER: 3015

ADOPTED: October 10, 2013
AMENDED: 1/9/14, 12/10/15, 11/13/19

LAST AMENDED: January 12, 2022

3015.10 INTRODUCTION
The purpose of this written Investment Policy is to establish the guidelines
for the prudent investment of Twain Harte Community Services District
funds. The objectives of this Policy are safety, liquidity, yield, and
compliance with state and federal laws and policies.

District funds are to be managed with a high degree of care and prudence.
Though all investments contain a degree of risk, the proper concern for
prudence, maintenance of high level of ethical standards, and proper
delegation of authority reduces the potential for any realized loss.

3015.20 AUTHORITY
The investment program shall be operated in conformance with federal,
state, and other legal requirements including, but not limited to, California
Government Code sections 16429.1, 53600, 53601, 53607, 53635, 53638,
and 53646. As provided for by Government code, the Board of Directors
delegates the authority to manage the investment program to the District
Treasurer. All investment portfolio decisions made by the Treasurer shall
require the endorsement of the Finance Committee & General Manager.
In the event of an emergency only the General Manager’s endorsement
shall be required. Under no circumstances is the Treasurer permitted to
make an investment that is not specifically authorized by law (see Figure
1) and this policy. The treasurer may invest up to 10% of funds in
securities that have a term remaining maturity in excess of five years and
up to 20% of funds with Board approval.

The Treasurer may retain the services of a qualified independent investment
consultant, with a fee-only arrangement (e.g., percentage of assets under
management, hourly fee, or fee per service), to perform the roles and
responsibilities set forth in Attachment A.

3015.30 SCOPE
The District investment portfolio shall consist of surplus money in the
District’s treasury not required for the immediate necessities of the District.
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3015.40

3015.50

3015.60

3015.70

3015.80

OBJECTIVES

This policy is a conservative policy guided by three principles of public
fund management. In specific order of importance, the three principles
are:

3015.41 Safety of Principal - Safety of principal is the foremost objective
of the investment program. Investments shall be undertaken in a manner
that seeks to ensure the preservation of capital in the overall portfolio.
The objective will be to mitigate credit risk and interest rate risk.

3015.42 Liquidity - The investment portfolio shall remain sufficiently liquid
to meet all operating requirements. This shall be accomplished by
structuring the investment portfolio so that investments mature concurrent
with cash needs.

3015.43 Yield - Investments shall be undertaken to produce an
acceptable rate of return after first consideration for principal and liquidity.

STANDARDS OF CARE

3015.51 Prudence - Investments will be made with the same standard of
care that persons of prudence, discretion and intelligence exercise when
managing their own affairs, not for speculation, but for investment with
particular consideration for safety of capital as well as probable income
derived.

3015.52 Conflicts of Interest - Officers and employees involved in the
investment process shall perform his/her duties under this Investment
Policy in accordance with the provisions of Section 1126 of the
Government Code as well as any other state law referred to in this policy.

SAFEKEEPING

All trades of marketable securities will be executed by delivery vs.
payment (DVP) to ensure that securities are deposited prior to the release
of funds. Securities will be held in accordance with the provisions of
Section 53601 of the Government Code.

DIVERSIFICATION
Investments will be diversified to avoid losses that may be associated with
any one investment.

REPORTING REQUIREMENTS

Each quarter that an investment program is in place, the Treasurer shall
prepare and submit a report of investment transactions to the Board of
Directors. This report will be sufficiently detailed to provide information for
investment evaluation.
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3015.90

3015.100

PERFORMANCE REVIEW

An annual appraisal of the investment portfolio shall be conducted to
evaluate the effectiveness of the District’s investment program once the
program is implemented. The purpose of this review, in addition to
evaluation of performance, is to provide the platform for changes and
improvements to the portfolio.

APPROVAL OF INVESTMENT POLICY

The investment policy shall be formally approved and adopted by the
Board and reviewed annually in January coinciding with the annual
performance review and the start of new law passed through the previous
State Legislative Cycle. Consideration should be given to any changes in
statute or investment strategies that may impact this policy. If the District
is not engaged in an investment program, the Board may choose to review
this policy once prior to program implementation instead of performing an
annual review.

Page 3 of 6



ATTACHMENT A

Investment Consultant/Advisor Role & Responsibilities

AUTHORIZED INVESTMENT CONSULTANT

The Investment Consultant must be registered with either State or Federal
securities regulators pursuant to the Investment Advisers Act of 1940. The
Investment Consultant will provide a copy of the ADV Form Part Il for the
Investment Consultant and his or her company to the District during the annual
investment performance review, and will disclose whether the Investment
Consultant has an ownership or other interest in any of the investment options
being reviewed or recommended by the Investment Consultant. The Investment
Consultant will immediately notify the District of any Securities and Exchange
Commission or other regulatory investigations into its actions related to the type
of services provided to the District or of any felony conviction.

INVESTMENT CONSULTANT RESPONSIBILITIES

The primary responsibility of the Investment Consultant is to inform and advise
the District on various investment related issues with respect to the oversight of
and potential enhancements to the portfolio. Such services include:

A. Assisting the District with determining an appropriate process for
constructing the structure of the investment menu.

B. Providing timely, accurate, and unbiased quarterly reports evaluating
return, risk and characteristics (where available) of each of the funds
compared to appropriate indexes and/or peer group universes.

C. Apprising the District of changes with regard to its funds in an appropriate
time frame given the significance of the information.

D. Conducting a fund review at the request of the District when, for example,
noteworthy changes or significant under-performance occurs.

E. Assisting the District in the search and replacement of existing funds when
a review so merits this change.

F. Ensuring the District’s investments do not violate State or Federal law or
anything set forth in Figure 1.

The Investment consultant has no discretionary control or authority over the Plan
and its assets. However, in its role as an advisor to the District, the Investment
Consultant acknowledges a limited fiduciary role with respect to the investment
advice provided to the District.
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FIGURE 1

ALL OWABLE INVESTMENT INSTRUMENTS PER STATE GOVERNMENT
CODE (AS OF JANUARY 1, 2021 APPLICABLE TO ALL LOCAL AGENCIES®

Saa “Tabe of Motes for Figure 17 on the next page for fooinotes relsted to this figure.

S MINIMUM GOV'T
INVESTMENT SPECIFIED
TYPE 5% OF QUALITY CODE
PDR.TFDLID':' REQUIREMENTS SECTIONS
Local Agency Bonds 5 years None None 53601 (a)
U_5. Treasury Obligations 5 years None None 53801(b)
State Obligations— S3601(c)
CA And Others 5 years None Mane 53601(d)
CA Local Agency Obligations. 5 years None None 53601(e)
U_5 Agency Obligations. 5 years None None 538010
Bankers” Acceptances 180 days 40%F None 53801(g)
Commercial Papar—Non-Poaled Funds”™ | 270 deys 258, of the n'uﬂigb;m E.th';":n S
{under §100,000_ 000 of investments) or less agency’s monay™
NRSRO™
Commercial Papar—Non-Poolad Funds 270 days A0°% of the n'uﬂig'b;at E'.th';":n .
{min. 100,000,000 of investments) or less agency’s monay”
NRSRO™
. Highest letter and
Commercial Paper— 270 days 40% of the .
number rating by an 53635(a)1)
Pooled Funds' or less agency's money™ NASRO"
Megotiable Certificates of Deposit 5 years 300 MNone 536010
Non-negaotiable Certificates of Deposit 5 years None MNaone 53630 et seq.
m;‘t Service 5 years 505 Mane 53601.8 and 536358
maul D«a:mit 5 years 50%* MNaone 53601.8 and 53635.8
Repurchase Agreements 1 year MNone MNone 538010
Reverse Repurchase Agreements and — 20" of the base
Securties Lending Agreements " value of the portfolio hlona't sasdip
. 5 years “A” rating category or
hMedium-Ti MNotes™ 30% 53801
e or less its equivalent or batter "
Mutual Funds And Money - 5360111 and
Market Mutual Funds il 20 s 53601.6(b)
. 53630 et seq.
Caollateralized Bank Deposits 5 years None None and 53801{n)
Mortgage Pass-Through and 5 years 20 “AA" rating category or 53601(a)
Asset-Backed Securities or less its equivalent or better
:";:"w P:::Jd - N/A None Nane 27133
Joint Powers Authority Pool N/A MNone Multiple® S3601p)
Local Agency Investment Fund {LAIF) N/A None None 164291
Voluntary Investment Program Fund™ N/A None None 16340
3 ) 5 years “AN" rating category or
\E}
Supranaticnal Obligations! or less 30% itn acquivaslnt or baller 53601q)
Public Bank Obligations 5 years MNone Mone S0, Batae)

and 5TE03
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FROM CA LOCAL AGENCY INVESTEMENT GUIDELINES

TAEBLE OF NOTES FOR FIGURE 1

Sowurces: Sections 16340, 168429.1, 27133,
53601, 53601.6, 536018, 53630 ef seq., 53635,
53635.8, and 57603,
Municipal Utilities Districts have the authority
under the Public Utilites Code Section 12871 o
imwasl in cerlain securities nol addressed hers.
Section 53601 prowides that the maximum ferm
of any imvestment authonzed under this section,
uress otherwize stated, is five years. Howewver,
the legislative body may grant express authority fo
make imvestments either specifically or as a part of
an imvestment program approved by the legisiative

body that exceeds this five year mmaining maturity
mit. Such approval most be issued no less than

three months prior io the puwchase of any security
axcesding the five-year matwrity K.

Percemtages apply o all porifolio investments
regardiess of source of funds. For instance, cash
from & reverse repu-chase agreement wouwld be
subject fo the restrncfions.

Mo mare than 30 parcant of the agency’s monsy
may be in bankers” accepiances of any ong
commercial bank.

Includas agencies defined as a city, a district,

or other local agency that do not pool money in
depasits or imvestment with other local agencies,
other than local agencies that have the same
goveming body.

Local agencies, other than counties or 8 city and
cownty, may purchase no maore than T0 per-
cant of the outstanding commercial paper and
mediwm-term nofes of any single issusar

Isswing corpovation must be onganized and operal-
img within the ULS., have asseis in sxcess of §500
millicn, and debt other than commerncial paper
must be in a rating category of "A” or its equivalaent
or higher by & nafionally recognized stafistical raf-
img organization, or the isswing corporation must
ba organized within the ULS. 8= & special purpose
corporation, tnst, or LLC, have program wids
credit emhancemants, and have commercial paper
that is rated “A-1" or higher, or the eguivalent, by a
nationally recognizred statistical rating agency.

Includes agencies defined a= a cownly, a8 cify

and counfy, or other local agency that pools
muoney in deposits or investments with other local
agencies, incleding local agencies that heve the
zame govemning body. Local agencies that pool
zame govermning body must adhere to the imils sei
forth in Section S3607(hN2NCL.

No mone than 30 percant of the agency’s money
may be in negotiable certificates of deposit that
are authonzed under Section 53807/l

Effective January T, 2020, no more than 50
jparcant of the agency’s money may be invesied in
deposits, including certificates of deposit, throwgh
a8 placement senice as authonzed undar 53601.8
fexciudes negotiable cerfificates of deposit
authorzed under Section 536071 On January

1. 2026, the maximwm percentage of the porifolio
reveris back to 30 percent. imvesiments made
pursuant fo 536358 remain subject fo a maximum
of 30 percent of the portfolio.

Rewarse repurchase agresmeants or secwities
lending agreemeants may excesd the 52-day

term if the agreement includes a wrilten coaicll
guaraniesing a minimum eaming or spread for the
antire period between the sale of 8 secunly using
a reverse repurchase agresmeant or secunities
lemding agresmeant and the final matunty dates of
the zame security

Rewarse repurchasze agreements must be made
with primary dealers of the Federal Reserve Bank
af New York or with a nationally or state chartered
bank that has a significant relationship with the
local agency. The bocal agency must have hald
the secuwrities used for the agreements for af
least 30 days.

“Medivrm-ferm nofes” are defined in Section 53607
as “all corporate and deposifory instifuion debd
secunities with 8 maximum remaining matwnity of
five years or le=s, izsued by compovations organized
and operating within the United Siates or by

ar any =state and operating within the United Stafes.”

No more than 10 percent investad in any one
mutwal fund. This imitation doss nof apply fo
maonsy market mutwal funds.

A mutwal fund must receive the highest mnking
by not le=s than two nationally recognized rafing
agancies ar the fund must redain an imvesimeant
adwisor who is registered with the S5EC lor exempt
from registration), has assets under managemeaint
i excess of $500 miffon, and has at feast

five years' expanance imvesting in instruments
authorized by Sections 53601 and 53635.

A money market mutual fund must receive the
recognized stalistical raling organizations or
ratain an investmeant adwsor registersd with the
SEC or axempt from registration and who has
nod lesa than five years' expenence invasting in
monay markat instruments with aasels wnder
manag it in of $500 milion.

Investments in nofes, bonds, or other obligations
urnder Seclion 53601(n) require that collateral be
placed into the cusfody of a trust company or the
trust department of a bank that is not affiiated
with the izsuer of the secured obligation, amaong
ather specific collateral requirements.

A joint powsrs authorty pool must retain an
imvestment adwisor who is registered with the
SEC (or exempi from registration), has assets
urrder managemant in excess of $500 milliomn,
and has at least fve years' sxpenisnce invesling
i instruments authonzed by Section 53601,
subdiwisions (a) to (ol

Local entilies can deposil belween §200 milion
and 510 bilion intp the Voluntary lnvestment
Program Fund, upon approval by their govening
bodies. Deposis in the fund will be invested in the
Pooled Monay Investment Account.

Oniy those obligations issued or umcomnadifionally
guaranteed by the international Bank for
Raconstruction and Development (TBRDV,
infamationsl Rnance Corporation (IFC), and
inter-Amernican Development Bank (IADB), with a
maximum remaining maturity of five years or less.
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