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Policy Statement
This Policy is intended to provide guidelines for the prudent investment of the Middle Fork
Project Finance Authority’s (Authority) funds and outline the policies for maximizing the
efficiency of the Authority’s cash management system. The ultimate goal is to enhance the
economic status of the Authority consistent with the prudent protection of the Authority’s
investments. This Investment Policy has been prepared in conformance with all pertinent
existing laws of the State of California including California Government Code Sections 53600, et
seq. The Authority is a Joint Exercise of Power organization established to serve mutual interest
of the County of Placer and Placer County Water Agency, approve future electrical sales,
maintain appropriated reserve funds and distribute net revenues.
Scope
This Policy covers all funds and investment activities of the Authority, including the proceeds of
certain finance programs, which are invested in accordance with provisions of their specific
indentures. These funds are defined and detailed in the Authority’s Annual Financial
Statements and include any new funds created unless specifically excluded by Authority
management and the Board of Directors.
Prudent Person Standard
The Authority operates its investment portfolio under the Prudent Investor Standard (California
Government Code Section 53600.3) which states, “When investing, reinvesting, purchasing,
acquiring, exchanging, selling or managing public funds, a trustee shall act with care, skill,
prudence and diligence under the circumstances then prevailing, including, but not limited to,
the general economic conditions and the anticipated needs of the agency, that a prudent
person acting in a like capacity and familiarity with those matters would use in the conduct of
funds of a like character and with like aims, to safeguard the principal and maintain the liquidity
needs of the organization”.

Investment Objectives
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When investing, reinvesting, purchasing, acquiring, exchanging, selling or managing the
Authority’s funds, the primary objective is to safeguard the principal of the funds. The
secondary objective is to meet the liquidity needs of the Authority. The third objective is to
achieve a market rate of return on invested funds. It is the policy of the Authority to invest
public funds in a manner to maintain the maximum security and obtain the market rates of
return over interest rate cycles.
(a)

Safety of Principal
Safety of principal is the foremost objective of the Authority. Investment transactions
shall be undertaken in a manner that seeks to ensure the preservation of capital in the
overall portfolio, by ensuring losses are avoided whether they arise from security
defaults, institution default, broker-dealer default, or erosion of market value of
securities. The Authority shall mitigate the risk to the principal of invested funds by
limiting credit and interest rate risks.
Credit risk is the risk of loss due to the failure of a security’s issuer or backer. Interest
rate risk is the risk that the market value of the Authority’s portfolio will fall due to an
increase in general interest rates.
1) Credit risk will be mitigated by:
(a)
(b)
(c)

Limiting investments to only the most creditworthy types of securities;
Pre-qualifying the financial institutions with which the Authority will do
business; and
Diversifying the investment portfolio so that the potential failure of any
one issue or issuer will not place an undue financial burden on the
Authority.

2) Interest rate risk will be mitigated by:
(a)

Structuring the Authority’s portfolio so that securities mature to meet the
Authority’s cash requirements for ongoing obligations, thereby reducing
the possible need to sell securities on the open market at a loss prior to
their maturity to meet those requirements; and
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(b)

(b)

Managing the overall average maturity of the portfolio so as not to
exceed 3 ½ years.

Liquidity
Availability of sufficient cash to pay for current expenditures shall be maintained.
An adequate percentage of the portfolio shall be maintained in liquid short-term
investment pools or securities, which can be converted to cash as necessary to
meet disbursement requirements. Since cash requirements cannot always be
anticipated, sufficient investments in securities with active secondary or resale
markets shall be utilized. These securities will have a low sensitivity to market
risk. The Local Agency Investment Fund (LAIF) and/or County Pool may also be
used as liquid investments. The cash management system of the Authority shall
be designed to accurately monitor and forecast expenditures and revenues to
insure the investment of monies to the fullest extent possible.

(c)

Rates of Return
Only after the first two objectives of safety and liquidity have been met, the third
objective is yield on investments. The investment portfolio shall be designed to
attain a market average rate of return throughout economic cycles, taking into
account the Authority’s risk constraints, the composition and cash flow
characteristics of the portfolio, and applicable laws.

Delegation of Authority
The Board of Directors hereby delegates management authority and responsibility for
implementing the Investment Policy to the Authority’s Treasurer who shall establish written
procedures for the operation of the investment program consistent with this Investment Policy
and the requirements of applicable laws. The responsibility to execute investment transactions
may be further delegated under the direction of the Authority’s Treasurer. No person may
engage in an investment transaction except as provided under the terms of this Policy
established by the Board of Directors. The Authority’s Treasurer shall be responsible for all
transactions undertaken and shall establish a system of controls to regulate the internal
activities and that of any external investment advisors.
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All participants in the investment process shall act, as custodians of the public trust and all
investment officials shall recognize that the investment portfolio is subject to public review and
evaluation.
The overall program shall be designed and managed with a degree of
professionalism that is worthy of the public trust. All investment related activity shall be done
in conformance with this Policy and all applicable State and Federal laws and regulations.
Ethics and Conflicts of Interest
Officers and employees involved in the investment process shall refrain from personal business
activity that could conflict with proper execution of the investment program, or which could
impair their ability to make impartial investment decisions. Employees and investment officers
shall disclose any financial interest in financial institutions that conduct business with the
Authority, and they shall further disclose any personal financial / investment positions that
could be related to the performance of the Authority’s portfolio. Employees and officers shall
subordinate their personal investment transactions to those of the Authority, particularly with
regard to the timing of purchases and sales, and shall avoid transactions that might impair
public confidence.
Authorized Institutions, Financial Brokers/Dealers and Investment Advisors
The Authority’s Treasurer shall establish and maintain a list of authorized financial institutions,
brokers/dealers and investment advisors. Only those broker/dealers and investment advisors
authorized by the Authority’s Treasurer shall provide services to the Authority.
For authorized financial institutions providing depository and investment services to the
Authority, the Authority’s Treasurer or designee shall perform an annual review of the financial
condition and registrations of the authorized institutions including their annual audited
financial statements.
For authorized brokers/dealers and investment advisors providing investment services to the
Authority, annually, or as this Policy is updated, the Authority shall send a copy of its current
investment policy to authorized broker/dealers and investment advisors requesting
confirmation, in writing, that the Authority’s Investment Policy has been read and reviewed by
the person(s) handling the Authority’s account and that they agree to comply with the Policy’s
provisions when recommending, selling, advising or providing service on the Authority
investments.
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(a)

Depositories

In selecting depositories (banks or savings & loans), the creditworthiness of institutions
shall be considered and the Authority’s Treasurer shall conduct a comprehensive review
of prospective depositories’ credit characteristics and financial history. Authority funds
in excess of the FDIC insured amount shall be invested (deposits and/or certificates of
deposit) only in commercial banks and savings & loans with a bank financial strength
rating of “A” or better by Moody’s Investor Service or equivalent rating by another
Nationally Recognized Statistical Rating Organization (NRSRO). Qualifications and
minimum requirements for depositories shall be established by the Authority’s
Treasurer and will be provided to any institution seeking to conduct business with the
Authority.
Any institution meeting the Authority’s required criteria will be eligible for placement of
public deposits by the Authority, subject to approval by the Authority’s Treasurer. A
written depository contract is required with all institutions that will hold Authority
deposits (Contract for Deposit of Moneys). As deemed necessary by the Authority’s
Treasurer, reviews of unaudited quarterly financial data may be conducted for
institutions on the Authority’s approved list. Any institution falling below the
Authority’s established minimum criteria shall be removed from the approved list, no
new deposits may be placed with that institution and all funds remaining shall be
withdrawn as the deposits mature.
The financial institution providing the Authority with its primary banking services has
additional qualifications and minimum requirements based on the Authority’s banking
needs.
The Authority’s Treasurer has established the following minimum qualifications for a
financial institution providing banking services, upon which additional qualifications may
be required:
•
•

Federal or State of California charter financial institution [Member of Federal
Reserve].
Qualified depository of public funds to ensure the collateralization requirements for
governmental entities are met.
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•

•
•
•
•
•
(b)

Experienced with providing banking services to similar sized and type governmental
agencies to ensure the Authority’s banking needs will be met and possesses
familiarity with reporting and other banking requirements for governmental
agencies.
Sufficiently capitalized to accommodate the Authority’s cash needs including a
minimum $1 million daylight overdraft facility.
Electronic capabilities to meet the Authority’s current banking needs.
Access to all Federal Reserve Bank services including direct clearing with the Federal
Reserve Bank.
Banking branch in local area.
State of California depository.
Brokers and Dealers

All brokers and dealers that desire to become authorized to do business with the
Authority and qualified bidders for investment transactions for the Authority must
complete and sign a “Broker/Dealer Questionnaire” and submit related documents
relative to eligibility. This includes current audited financial statements, proof of State of
California registration, proof of FINRA (Financial Industry Regulatory Authority)
registration and a certification they have reviewed the Authority’s Investment Policy
and agree to comply with its provisions. The Authority’s Treasurer may establish any
additional criteria deemed appropriate to evaluate and approve any financial services
provider. The selection process for broker-dealers shall be open to both “primary
dealers” and “secondary/regional dealers” that qualify under Securities and Exchange
Commission Rule 15c3-1 (Uniform Net Capital Rule). The provider’s representative must
be experienced in institutional trading practices and familiar with the California
Government Code as it relates to investments by a public entity.
(c)

Investment Advisors

The Authority’s Treasurer may engage the services of outside professionals for
evaluation and advice regarding the Authority’s investment program. An authorized
investment advisor may provide investment services, which may include facilitating
trade executions, at the specific direction of the Authority’s Treasurer or designee.
Advisors (service providers) shall be subject to the provisions of this Investment Policy
and must act in the best interest of the Authority in the capacity of a fiduciary.
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Authorized and Permitted Investments
The Authority is provided a broad spectrum of eligible investments under California
Government Code Sections 53600–53609 (authorized investments), 53630-53686 (deposits and
collateral) and 16429.1 (Local Agency Investment Fund). The Authority may choose to restrict
its permitted investments to a smaller list of securities that more closely fits the Authority’s
cash flow needs and requirements for liquidity. If a type of investment is added to the
Government Code list, it shall not be added to the Authority’s Authorized Investment List until
this Policy is amended and approved by the Board of Directors. If a type of investment
permitted by the Authority should be removed from the Government Code list, it shall be
deemed concurrently removed from the Authority’s Authorized Investment List, but existing
holdings may be held until maturity.
One of the purposes of this Investment Policy is to define what investments are authorized and
permitted for the Authority to purchase and hold. This Policy restricts the Authority’s
investments to a subset of those eligible and allowable under California Government Code.
Additionally, this Policy further restricts the maximum percentage by investment types over
that allowable under California Government Code. If a type of security is not specifically
authorized by this Policy, it is not an authorized and permitted investment.
This subset listing of authorized and permitted securities with specific limitations is determined
to more closely fit the Authority’s risk tolerance and requirements for liquidity. The following
table lists the Authority’s authorized and permitted investments and certain limitations thereon
provided by this Investment Policy:
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Authorized and Permitted Investments
Maximum

Maximum % per
Issuer*

Minimum

Maturity

Maximum %
Holdings

Securities of the U.S Government

5 year

100%

100%

N/A

Securities of the U.S. Government Agencies and
Insturmentalities - Primary (FFCB, FHLB, FNM A
and FHLM C )

5 year

100%

50%

N/A

Securities of the U.S. Government Agencies and
Insturmentalities - Secondary

5 year

50%

30%

N/A

Registered State Warrants, Treasury Notes, or
Bonds of the State of California

5 year

25%

10%

N/A

Registered Treasury Notes or Bonds of Other
States in the United States

5 year

25%

10%

N/A

Bonds, Notes, Warrants, or Other Evidences of
Indebtedness of any Local Agency within the State
of California

5 year

30%

10%

AA

270 days

25%

5%

A-1/P-1 plus A
long term

5 year

30%

5%

Aa or AA

N/A - 2(A)7
Eligible

20%

5%

AAA/AAA

Bonds of Supranationals

5 year

15%

5%

AA

Negotiable Certificates of Deposit

1 year

20%

5%

N/A

Repurchase Agreements

1 year

15%

5%

N/A

180 days

25%

5%

A

Placer County Treasurer's Investment Pool

N/A

M ax permitted by
County Treasurer

M ax permitted by
County Treasurer

N/A

Local Agency Investment Fund

N/A

M ax permitted by
State Treasurer

M ax permitted by
State Treasurer

N/A

5 year

100%

50%

N/A

Investment Type

Commercial Paper
Corporate or M edium-Term Notes
M oney M arket M utual Funds

Bankers' Acceptance

Collateralized Bank Deposits

Rating**

*Percentages will be in compliance if within limits at time of purchase.
**Rating category are inclusive of rating modifiers such as "+/-" or numbers from one NRSRO unless two ratings are noted.

A description of the authorized and permitted investments, which for certain securities includes
additional limitations as provided in the following:
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(a)

Securities of the U.S. Government
Obligations issued by the United States Treasury and backed by the “full faith and
credit” of the Federal government. These securities are in the form of U.S. Treasury
notes, bills, certificates of indebtedness and bonds. (Legal Authority - Government Code
Section 53601(b))

(b)

Securities of the U.S. Government Agencies and Instrumentalities - Primary
Obligations issued by the following four Federal Government agencies and Government
Sponsored Enterprises (U.S. Instrumentalities): Federal Farm Credit Bank (FFCB), the
Federal Home Loan Bank (FHLB), the Federal National Mortgage Association (FNMA),
and the Federal Home Loan Mortgage Corporation (FHLMC). Such securities are
obligations of the Federal agencies or United States Government-Sponsored Enterprises.
(Legal Authority – Government Code Section 53601 (f)).

(c)

Securities of the U.S. Government Agencies and Instrumentalities - Secondary
Obligations issued by Federal Government agencies and Government Sponsored
Enterprises (U.S. Instrumentalities), other than those four noted as Primary in the
section above (b). Such securities are obligations of the Federal agencies or United
States government-sponsored enterprises. (Legal Authority – Government Code Section
53601(f)).

(d)

Registered State Warrants, Treasury Notes or Bonds of the State of California
Registered State warrants, treasury notes or bonds issued by the State of California,
including bonds payable solely out of the revenues from a revenue-producing property
owned, controlled, or operated by the state or by a department, board, agency, or
authority of the state. (Legal Authority – Government Code Section 53601(c)).

(e)

Registered Treasury Notes or Bonds of Other States in the United States
Registered treasury notes or bonds issued by any of the other 49 states in addition to
the State of California, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled, or operated by a state or by a
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department, board, agency, or authority of any of the other 49 states, in addition to
California. (Legal Authority – Government Code Section 53601(d)).
(f)

Bonds, Notes, Warrants, or Other Evidences of Indebtedness of any Local Agency
within the State of California
Bonds, notes, warrants, or other evidences of indebtedness of any local agency within
the State of California, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled or operated by a local agency, or by a
department, board, agency or authority of the local agency. (Legal Authority Government Code Section 53601(e)).

(g)

Commercial Paper
Commercial paper issued by corporations to meet short term funding needs with a
maturity date of less than 270 days from the issue date. Investments are restricted to
only “prime” quality commercial paper with the highest ranking or of the highest letter
and numerical rating as provided for by a NRSRO. (Legal Authority - Government Code
Section 53601(h)). Per California Government Code Section 53601 (h), the entity that
issues the commercial paper shall meet all of the following conditions in either A or B
below:
A. The entity shall (1) be organized and operating in the United States as a general
corporation, (2) have total assets in excess of five hundred million dollars
($500,000,000) and (3) have debt other than commercial paper, if any, that is
rated “A” or higher by a NRSRO.
B. The entity shall (1) be organized within the United States as a special purpose
corporation, trust, or limited liability company, (2) have program wide credit
enhancements, including, but not limited to, over collateralization, letter of
credit or surety bonds and (3) have commercial paper that is rated “A -1” or
higher, or the equivalent, by a NRSRO.

(h)

Corporate or Medium-Term Notes
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Corporate or medium-term notes are obligations of a domestic corporation or
depository institution with a minimum credit rating of “Aa” by Moody’s Investor Service
or equivalent rating by another NRSRO at the time of purchase. If the credit rating of a
security is subsequently downgraded below the minimum rating level for a new
investment of that security, the Authority’s Treasurer shall evaluate the downgrade on a
case-by-case basis in order to determine if the security should be held or sold. The
Authority’s Treasurer will apply the general objectives of safety, liquidity, yield and
legality to make the decision. (Legal Authority-Government Code Section 53601(k)).
(i)

Money Market Mutual Funds
Money market mutual funds qualifying for Authority investment must restrict their
portfolios to issues approved by the same state investment statute that defines
investment alternatives. In addition, these money market mutual funds must adhere to
Federal statutes regarding the size of the money market mutual fund and its safety,
must attain the highest ranking of two of the three highest ranking NRSRO and must
retain an investment advisor registered with the Securities and Exchange Commission
with not less than five years’ experience investing assets of at least five hundred million
dollars. The money market mutual funds must invest solely in investments, which the
Authority itself could legally purchase. (Legal Authority-Government Code Section
53601(l)).

(j)

Bonds of Supranationals
Senior unsecured unsubordinated obligations (United States dollar denominated) issued
by or unconditionally guaranteed by one of the three supranational banking groups:
International Bank for Reconstruction and Development (World Bank or IBRD),
International Finance Corporation (IFC), and Inter-American Development Bank (IADB).
Supranational banks are formed by a group of countries through an international treaty
with specific objectives such as fighting poverty or promoting economic development
and have been incorporated into U.S. Federal Law by Congressional Acts. Investments
shall be rated “AA” or better by an NRSRO and have a remaining maturity of five years
or less. (Legal Authority – Government Code Section 53601(q)).

(k)

Negotiable Certificates of Deposit
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Negotiable certificates of deposit issued by a nationally or state-chartered bank or a
federal association, a state or Federal credit union, or by a federally licensed or state
licensed branch of a foreign bank. The term of negotiable certificates of deposit is
restricted for a minimum of 7 days and a maximum of one year. (Legal Authority –
Government Code Section 53601(i)).
(l)

Repurchase Agreements
Investments in repurchase agreements or securities lending agreements Repurchase
Agreement is the purchase of a security pursuant to an agreement by which the counter
party will deliver the underlying security by book entry, physical delivery or by a third
party custodial agreement. Repurchase Agreements may only be made with banks and
primary dealers with which the Authority has entered into a Master Repurchase
Agreement modeled after the Public Securities Associations’ Master Repurchase
Agreement. (Legal Authority – Government Code Section 53601 (j)).

(m)

Bankers’ Acceptances
Bankers’ acceptances are short-term debt instruments issued by a company that is
guaranteed by a commercial bank. Bankers Acceptances limited to banks with a bank
financial strength rating of “A” by Moody’s Investor Service or equivalent rating by
another Nationally Recognized Statistical Rating Organization. (Legal Authority Government Code Section 53601(g)).

(n)

Placer County Treasurer’s Investment Pool
The Placer County Treasurer Investment Pool is governed pursuant to Government Code
Sections 53600. In order to deposit investment funds into the Placer County Treasurer’s
Investment Pool, the Authority would have to adopt a Resolution. The deposit of funds
into the pool by voluntary agencies is strictly for long-term investments purposes, funds
that would remain invested for an extended period of time. With a minimum of 24-hour
notice, two to four withdrawals a month are allowed, with the Authority’s Treasurer
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having discretion over withdrawals. Withdrawals in excess of $200,000 may need
additional notice. (Legal Authority-Pursuant to Resolution).
(o)

Local Agency Investment Fund (LAIF)
The Local Agency Investment Fund (LAIF) is a special fund in the California State
Treasury created and governed pursuant to Government Code Sections 16429.1 et seq.
Investments in LAIF are limited to the maximum amount as specified by LAIF. Principal
amount withdrawal of $10 million or greater need 24 hour notice and less than $10
million may be withdrawn the same day. The fees charged by LAIF are limited by
statute. (Legal Authority – Government Code Section 16429.1)

(p)

Collateralized Bank Deposits
These are authorized by California Government Code Section 53637.

Master Repurchase Agreements
The Authority may invest in overnight and term repurchase agreements (Government Code
Section 53601(j)) with Primary Dealers of the Federal Reserve Bank of New York or with
nationally or state chartered bank with a significant relationship with the Authority. This
agreement will be modeled after the Public Securities Associations Master Repurchase
Agreement.
All collateral used to secure this type of transaction is to be delivered to a third party prior to
release of funds. The third party shall have an account in the name of the Middle Fork Project
Finance Authority. The market value of securities used as collateral for repurchase agreements
shall be monitored on a daily basis and shall not be permitted to fall below a minimum of 102
percent of the value of the repurchase agreement. Collateral shall not have maturities in excess
of five years. The right of substitution shall be granted, provided that permissible collateral is
maintained.
In order to conform with provisions of the Federal Bankruptcy Code which provides for the
liquidation of securities held as collateral for repurchase agreements, the only securities
acceptable as collateral shall be securities that are direct obligations of and guaranteed by the
U.S. Government, U.S. Government Agencies or Government Sponsored Enterprises (U.S.
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Instrumentalities) securities as permitted under this Policy. The Authority will maintain a first
perfected security interest in the securities subject to the repurchase agreement and shall have
a contractual right to liquidation of purchased securities upon the bankruptcy, insolvency or
other default of the counter party.
Investment Pools
An investigation of any investment pool or money market mutual fund is required prior to
investing and on an annual basis. The investigation shall, at a minimum, obtain the following
information:
•

A description of interest calculations and how it is distributed, and how gains and
losses are distributed.

•

A description of how securities are safeguarded (including the settlement
process) and how often the securities are marked to market and how often an
audit is conducted.

•

A description of who may invest in the program, how often, what size deposits
and withdrawals are permitted.

•

A schedule for receiving statements and portfolio listings.

•

Does the pool/fund maintain a reserve or retain earnings or is all income after
expenses distributed to participants?

•

A fee schedule, which also discloses when and how fees are assessed.

•

Determining if the pool or fund is eligible for bond proceeds and/or will it accept
such proceeds.

The purpose of this investigation is to determine the suitability of a pool or fund in relation to
this Investment Policy and evaluate the risk of placing funds with that pool or fund.
Collateralization
A financial institution must provide coverage for at least 110 percent of all Authority deposits
that are placed in the institution. Acceptable pooled collateral requirements are governed by
California Government Code Section 53651. Although permitted by California Government
Code (Section 53651(m)), real estate mortgages are not considered acceptable collateral for
Authority deposits. All banks are required to provide the Authority with a regular statement of
pooled collateral. This report will state that they are meeting the 110 percent collateral rule

Prepared by the Authority’s Treasurer

Page 15 of 19

Version date: January 2, 2019

Middle Fork Project Finance Authority
Investment Policy
(Government Code Section 53652(a)), a listing of all collateral with location and market value,
plus an accountability of the total amount of deposits secured by the pool.
The market value of the collateral must not fall below 110 percent of the value of the deposit(s)
at any time. The Authority will maintain a first perfected security interest in the securities
pledged against the deposit and shall have a contractual right to liquidation of pledged
securities upon the bankruptcy, insolvency or other default of the counter party.
As per section 53638 of the California Government Code, any deposit shall not exceed the total
paid-up capital and surplus of any depository bank, nor shall the deposit exceed the total net
worth of the depository institution.
Deposits that are within the Federal Deposit Insurance Corporation (FDIC) insured limit
amounts are exempt from the Authority’s collateralization and minimum bank financial
strength rating requirements.
Safekeeping and Custody
All securities owned by the Authority shall be held in safekeeping by a third party 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 shall be received and delivered using standard
delivery versus payment (DVP) procedures. The third party bank trustee agreement must
comply with Section 53608 of the California Government Code. No outside broker/dealer or
advisor may have access to Authority funds, accounts or investments and any transfer of funds
must be approved by the Authority’s Treasurer or his designee. Investments in investment
pools will be held by the Pool administrator.
Diversification and Risk
The Authority recognizes that investment risks can result from issuer defaults, market price
changes or various technical complications leading to temporary illiquidity. To minimize the
Authority’s exposure to these types of risk, the portfolio should be diversified among several
types of institutions, instruments and maturities. The Authority’s Treasurer shall minimize
default risk by prudently selecting only instruments and institutions, which at the time of
placement have been evaluated for their financial viability and compliance with this Policy. Risk
shall also be managed by subscribing to a portfolio management philosophy that helps to
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control market and interest rate risk by matching investments with cash flow requirements. In
the event of a default by a specific issuer, the Authority’s Treasurer shall evaluate the
liquidation of securities having comparable credit risks. Diversification strategies shall be
established and reviewed quarterly by the Authority’s Treasurer.
No individual investment transaction shall be undertaken which jeopardizes the total capital
position of the overall portfolio, therefore the overall portfolio limits by issuer have been
established in the Authorized and Permitted Investments section of this Policy.
Maximum Maturities
Every effort will be made to match investment maturities to cash flow needs. Matching
maturities with cash flow needs will reduce the need to sell securities prior to maturity, thus
reducing market risk. Unless matched to a specific requirement and approved by the Board of
Directors, no investment may be made with maturity greater than 5 years. If greater than 5year maturity investments are approved and allowable by the Board of Directors, purchases of
the investment instruments exceeding the five-year maturity shall not be made until after said
approval.

Internal Control and Review
The Authority’s Treasurer will maintain a system of internal controls to address the following
and is not limited to these areas:
•
•
•
•

Maintain third-party custodial safekeeping
Obtain written confirmation of authorized trades from appropriate parties
Separation of transaction authority from accounting and record keeping
Monitor for legal compliance

In accordance with California Government Code, the Authority’s Treasurer shall annually submit
this Investment Policy to the Board of Directors for its review and approval during the first
quarter of each fiscal year.
This Investment Policy shall be reviewed periodically by the Authority’s Treasurer as necessary
and any recommended revisions shall be submitted as needed to the Board of Directors in
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order to insure consistency and its relevance to current law, and financial conditions and
economic trends.
In conjunction with the annual financial statement audit, the external auditors shall review the
investments and general activities associated with the investment program to evaluate
compliance with this Investment Policy.
Reporting
The Authority’s Treasurer shall submit monthly investment reports (Treasurer’s Investment
Report) to the Authority’s Board of Directors at their regular quarterly Board meeting. The
Treasurer’s Investment Report shall include information about the investment of all funds in
the custody of the Authority. This report shall include all items listed in Section 53646(b) of the
California Government Code.
These reports will also include the following information about the investment of all funds:
A.

Statement of the portfolio’s compliance to the Authority’s adopted Investment
Policy or manner in which the portfolio is not in compliance.

B.

Statement regarding the ability to meet the Authority’s anticipated cash flows
(scheduled expense requirements) for the next six months.

C.

Portfolio summary by investment type and the percentage of each investment
type’s book value in relation to the portfolio total.

D.

A listing of all individual investments by type and issuer held at the end of the
reporting period, including the par value, market value, book value and maturity
date of each investment.

E.

The source of the individual investment market values.

F.

A listing of the dollar weighted yield to maturity of the Authority’s investments.

G.

The Portfolio’s effective rate of return.
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Middle Fork Project Finance Authority
Investment Policy
The Treasurer’s Investment Report shall include a monthly transaction report stating the
investment transactions (purchases, deposits, redemptions or withdrawals) that occurred in the
past calendar month, as required by Government Code Section 53607.
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