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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 OBJECTIVES

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

1. 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.

2. 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.

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

3015.50 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.

3015.60 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.

3015.70 DIVERSIFICATION
Investments will be diversified to avoid losses that may be associated with any one
investment.

3015.80 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.

3015.90 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.
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The purpose of this review, in addition to evaluation of performance, is to provide the
platform for changes and improvements to the portfolio.

3015.100 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.
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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 GOVERMMENT
CODE (AS OF JANUARY 1, 2023)* APPUCABLE TO ALL LOCAL AGENCIES®

Bee “Table of Holes for Figure 17 on the nesd page for fooincies releied o fis figue

WA I MILIBA
MIMIRALIB GOV'T
INVESTMENT MAXIMUM SPECIFIED
TYPE MATURITY® % OF LMURLITY CODE
PORTFOLIO" REQUIREMENTS SECTIONS
Local Agency Bonds 5 years None Mone 53601(a)
U5, Treasury Obligations 5 years MNone Mone 53601k
State Oblgations— 53601(c)
CA And Others 9 years Hone fome 53601id)
CA Local Agency Obligations 5 years None Mone 53601(=)
L5 Agency Obligations 5 years MNone Mone B3GONH
Bankers' Accaptances 180 days A0%F Mone 53601
Commercial Faper—Non-Pooled Funds” 270 days 25% of the n g i ::_I SAB01RNHC)
funder $100,000,000 of imestmants) or less agency's monsy® . t"E'NHSHE,
Commencial Paper—Non-Pooled Funds 270 days A0F of the gl i and S3601HNZNG)
{min. $100,000,000 of imestments) or less agency's money™ n NH'SHE"WN
Commercial Paper— 370 days A0 of the ; igl Hratwrg ;‘:_I R—
Pooled Funds’ or lass agency's money™ MRS
Megofiable Certificates of Deposit 5 years 30" Mone 53601}
Mor-negotiabde Certificates of Deposit 5 years MNone Mona 53630 et seq.
Fn‘“':"‘“""t Sanice 5 years 50 Mone 53601.8 and 53635.8
FGIEI.E"“E E'"tl ES;""'E"'E' . 5 years 50% Mone 53601.8 and 53635.8
Repurchase Agreements 1 year MNone Mone BIEON{
Reverse Repurchase Agreements and 20% of the base :
Securities Lending Agreements 82da" | e of the porticho ron 53601
" - 5 years ‘A rating category or
Medium-Term Motes' of lezs A% g or | 53601 (&)
Murtual Funds And Moneay ——y 536010 and
Markst Mutual Funds Wk i - 53601.6{b)
. 53630 et zaq.
Collateralirad Bank Deposits® 5 years MNone Mone and 53601in}
Morigage Pass-Through and 5 years S0Fk “AA" rating categorny or 53801(a)
Assei-Backed Securities” or less’ itz equivalent or betier”
e N/A None None 27133
Joint Powers Authority Pool N/ None Multiple® 53801(p)
Local Agency Irvestmeant Fund (LAIF) MiA Mona Mone 164201
Voluntary Investment Program Fund® N/A None Mone 16340
. . 5 years “AA” rating category or
L]
Supranational Obligations' of lass 3% i o or | 53601(g)
. 53801(r), 53635(c)
Public Bank Oblgations 5 years MNone Mone and 57603

FROM CA LOCAL AGENCY INVESTEMENT GUIDELINES

THCSD POLICY #3015 — Investment Policy

Page 5 of 6




TABLE OF NOTES FOR FIGURE 1

Sowrces: Seciions 18340, 184251, 27133, 33001,
33001.8, 33801.8, 33330 ef seq., 33035, 53833.8,
and STE03.

Aunicipai LliRties Disiocts have [he awhonly under
the Pubic [Milies Codée Sexciion 12871 Io invest in
Darfadn secunties not addressed here.

Section 33801 provides ihal ike masimwm derm of
@y vestimen! authonred umnder s saclion, wniess
olherwise slated, Is five yoars from the seflfement
date. However, fhe episialive booy may grant express
'y o maks is effher specificaly or
&5 a parf of ar invesiment propram aporoved' by e
fegisiattve body [hat excesds this fve year remain-
i sty fimul. Such apoyova) must be Issuved no
fess than thves monlhs orior fo e purofess of any
seowTly exoeeding fhe fve-pear maiduriy el

Percentapes apoiy fo o ponifollo inve siments repand
fess of source off funds. For fnstanoce, cash o a
reverse repuchase agreemeni wowla be surbjeod o
the resiricthons.

Mo moee than 30% of ihe apancy’s Money may be in
Bankers’ acoaplances of Ty O OOMeTRETEE Bank

Appdes o local agencies, ofher than counlies ora
oty andg counly, with less than 5 100 million of inves!-
ment asseis wnder manapemeni. Incindes agencies
defined as a oily, a disfrict, or odfser iocal’ sgency thal
oo nol pood money i deposis or vesimend wilh
odher Iocal’ agencies, ofher than locad agencies ifraf
have the same goveming body.

Local apencies, other fan couniies or a offy and
ooundy, may puwchase no more than 10% of the ouf-
standing comymencia paper &nd medium-tanm notes
of any single sswer

Issuwing copomiion musi be orpaniced and opensling
vt ifee LLE, hawve assels in evcess of $5300 millan,
and dedi oifver than commerciad paper st be ina
rating cal=pary of A" or i5 squivishsnt or highar by a nae
Honaly recopmized Sadisiical miing orpamzadion, or fhe
Issuing corpomabion must be orpanieed withine the LS.
= 3 specky putpose coiporaiion, rust, or LLC, hae
program wide oredil enfencements, and have comymer-
olal paper that s rated “A-1 ~ or higher, or the agqukaient,
by & nalicnaily recopnized slafisiica) rafing ovpanization.

Appdes o cowtées or a city and coury, and the CHy
of Los Anpedes that have £ 100 milVor or more of
irvestiment assets wder management.

Inciudes agencies devined as a courily, a cily and
oounty, or ather iocal apgency thad poois money n
deposis or inveshments with other Jacal agencies.
irciuaing local agencies fat have [he same poverm-
ing booy. Local agencéeas thad poal exciusively Wil
other Iocal agencies thal have the same goveming
Bogy must adhere to the Imis set forth in Saction
S3B0T{RIZHCL

Mo mone than 30% of the agenoy s money may be i
nepoiinbie certificaes of deposiT thal are acdforined
wnder Seciton S3ROIL

Effechive January 1, 2020, no morne than 50% of
the apency s money may be vesied n depgosis,
Inolucing ceniicales of deposit, trough a place-
ment serwoe as authonzed under 3300718 [excivdes
negoiiabies certficales of deposit authonred undar
Section S3H01[i)L On January 1, 2026, e maximum
percentage of ihe portfolo reverts back io 30%. In-
vestmenis made pursaant i0 S3033.5 remain swbject
fo @ maxkmum of 30% of the portfoko.

Aeverse repurchase agreemenis or seownties lending

[= s may d fhe S2-day lerm ¥ fhe agree-
memd incivdes a writfen cooicd! puaradesing @ miink
mum eaming or spread for the eniine period behween
ifpe sale of @ securily wsing a reverse repurchase
agresmeni or secwities lending agreevmemnt and fhe
fina meafunty oeles of ire savmee seCLnTE

Aeverss repurchase agreements must be maode with
primary dealevs of The Federai Resaree Banik of New
¥owk or with a nationaly or state charfeved bank thal
has @ significant relationship wilth the Jooo agenoy.
The locai apency must have held ihe ssowilies used
for ife apreemenis for af easl 30 oays.

“MeciumHanm nofes” are defined In Seclion 330071 as
“all covpaorale and ceposiTory insliution debi secunies
with a maximum remaining mafunty of five yeors or
lens, lssuad by copomtions onganired and ooerating
WATHIN the Linited Stafes ar by deposifony instiutions
Noarsad by ifse Lined States or any stale and ooemt-
ing within the Unfed Stales.”

Ao more than 107% irvested in any one mwual fund.
This Dmitsion does nod &oniy b0 money marie!
TRt s,

A mutual fund must recaive ihe highest ranking by not
less ihan tao mationally recogrized rating agencies
or ihe fund must retain an nvestment sovisor who is
registered with the SEC [or sxamgt from registraton),
has assels wnder managemeant in excess of 5300 mik
Non, and has & least Bve years” expanance Investing in
instruments authorzed by Sections 53607 and 53635

A money market muiiua fund must recefve fhe hiphesi
rnking by mot &ess than two nationally recopnized
satislicad relimg onganizadions or refain an mve simend
achsor regisiened wilh fhe SEC or exempd frovme neg-
istrafion and wivo has nod less han fve years” exped-
emnoe Mvesiting in money markel insfnamends wilih
asseis wnoder management in excess of 5500 milion.

investmanis in noles, bonds, or odher oblipations
under Saclion 33001} reguire thal codaleral be
piaced inD ihe custody of @ trus! oompany oF the frust
depaniment of 3 bank [hat is nol atiialed with the
szuer of the secuwed obégaiion, among obher specific
colmEra reqUreTens.

Sacurily Iypes authonred under Seobion 33807 o)
ifraf are issued or puaraniced by an issuer ideniified
in swbdivsions (ib] or (7], are noi swhiect io ifee Emia-
Hions placed on prvately ssved saourities awthanirad
i Section S3260 o 2¥ANBL

A joirel powers asfonly pool must relsn an eves-
me advisor wiao is regisfered wilh e SEC (or
examod froer regristrslion ) Ras assels Lnder mansre-
men in excess of $500 miion, and has af keas e
FEArS' ENgenence Avesing & nstruments autfhartned
by Seciion 33807, subdivisions (a) do fol

Local entilies can depost between 5200 méon and
£10 bAvon inio the Voluntary Inrvestment Frogram
Fund, ypon approval by thelr goveming bomes.
Deposils in he fund will be investad in ihe Pooied
Monsy nvesimeant Accouwnt

Ciniy hose ob¥gations issved or pnoonoilionaly
puarandeed by the indernaiiona) Bank for Reconsimnc-
tion and Development (FBROJ, infemaiionai Finamce
Conporstion (IFC], and infer-Amenican Deveiopmenit
Bank (MADE] with @ mackmum remaining maturily of
five yoavs or Aoss.
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