
 NOVATO SANITARY DISTRICT  

December 6, 2012 
 
The Finance Committee of Novato Sanitary District will hold a meeting at 10:30 AM, 
Thursday, December 6, 2012, at the District offices, 500 Davidson Street, Novato. 
 
 

AGENDA 

1. AGENDA APPROVAL: 

2. PUBLIC COMMENT (PLEASE OBSERVE A THREE-MINUTE TIME LIMIT): 
 

 This item is to allow anyone present to comment on any subject not on the agenda, or 
to request consideration to place an item on a future agenda.  Individuals will be limited 
to a three-minute presentation.  No action will be taken by the Board at this time as a 
result of any public comments made. 

3. MINUTES 

a. Consider approval of the minutes of the November 5, 2012 meeting. 

4. FINANCIAL POLICIES: 

a. Consider adding Marin County Investment Pool to the preferred investments list. 
b. Review and make recommendations on the draft revisions to the Investment 

Policy. 

5. 2011-12 AUDIT: 

a. Review Draft 2011-12 Audit and make recommendation to the Board on 
acceptance of the audit. 

6. ADJOURNMENT:  
 
In compliance with the Americans with Disabilities Act, if you need special assistance 
to participate in this meeting, please contact the District at (415) 892-1694 at least 24 
hours prior to the meeting.  Notification prior to the meeting will enable the District to 
make reasonable accommodation to help ensure accessibility to this meeting. 
 
Materials that are public records and that relate to an open session agenda item will 
be made available for public inspection at the District office, 500 Davidson Street, 
Novato, during normal business hours. 
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Fund and Asset Manager Rating Group 

Local Government Investment Pool / U.S.A. 

Marin County Investment Pool  
Full Rating Report 

Key Rating Drivers 

High-Quality Credit Portfolio: The Marin County Investment Pool invests primarily in U.S. 

government obligations and registered money market funds rated ‘AAAmmf’ by Fitch Ratings 

or equivalent. The pool also currently invests a small amount in the Local Agency Investment 

Fund (LAIF), a local government investment pool (LGIP) managed by California’s Pooled 

Money Investment Board. 

Active Liquidity Management: The maturity profile of the pool is managed to meet anticipated 

cash flow needs of the pool’s participants. By its investment policy, the pool seeks to maintain 

adequate cash on hand to meet cash disbursements and payroll through maturing investments. 

Cash flow projections are an integral part of the overall cash management responsibilities of 

the pool administrator.  

Predictable Cash Flows: The pool employs a cash flow-matching investment strategy to 

structure investment maturities to coincide with conservative expectations of draws on the 

portfolio. Marin County Investment Pool has historically benefited from highly predictable cash 

outflow needs of the pool’s participants. The pool’s anticipated redemptions include payroll and 

benefit payments, accounts payable, debt services, and other planned expenditures. 

Appropriate Management and Oversight: Portfolio oversight and operational controls are 

consistent with the assigned ratings. The pool is organized and invested in accordance with the 

state of California Government Code Section 53600 and Section 53639 and is not registered 

under federal law.  

What Could Trigger a Rating Action 

Changes in Portfolio Composition: The ratings may be sensitive to material changes in the 

composition, credit quality, or liquidity profile of the portfolio. A materially adverse deviation 

from Fitch Ratings’ guidelines for any key rating driver could cause ratings to be lowered. For 

example, a material decrease in portfolio credit quality could result in the fund credit ratings 

being lowered, while a material increase in portfolio duration could result in fund volatility 

ratings being lowered. 

Changes in U.S. Financial Condition: Given the fund's investment mandate of investing 

primarily in U.S. government agency securities, the ratings may also be sensitive to materially 

adverse changes in the U.S. government's financial condition and that of the broader U.S. 

economy. 
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Rating Rationale 

Marin County Investment Pool is rated ‘AAA/V1’ by Fitch, reflecting the high credit quality of 

portfolio assets and the low sensitivity to market risk.  

Pools with ‘AAA’ fund credit ratings meet specific credit quality standards for portfolio assets 

while maintaining appropriate portfolio diversification and demonstrating appropriate 

investment management and operational capabilities. The ‘AAA’ fund credit rating reflects 

investment portfolio’s lowest vulnerability to losses as a result of defaults in its bond holdings 

and is based on the actual and prospective average credit quality of the portfolio’s investments.  

The ‘V1’ fund volatility rating reflects the lowest relative sensitivity of the investment portfolio’s 

net asset value to assumed changes in credit spreads and interest rates, as well as certain 

other market risk parameters.  

Fitch’s evaluation of the pool’s investment portfolio also considers the management and 

operational capabilities of Marin County director of finance and the legal and regulatory 

framework under which the pool operates. Portfolio valuation reports are submitted to Fitch on 

a monthly basis. As of July 31, 2012, the pool had approximately $775 million in assets under 

management.  

Organizational Overview 

The county of Marin is located in Northern California. The Marin County Investment Pool is 

managed by the Marin County director of finance on behalf of the pool participants. Participants 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Related Criteria 
Global Bond Fund Rating Criteria 
(August 2012) 

  

Marin County Investment Pool 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=685451
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are defined as: Marin County; Marin public school agencies; Marin Community College; the 

Marin County office of education; districts under the control of the county board of supervisors; 

autonomous/independent districts, whose treasurer is the Marin County Director of Finance; 

and any other districts or agencies approved by the board of supervisors and the county 

treasurer, using Marin County as their fiscal agent.  

Roy Given, Marin County’s director of finance, has overall responsibility for overseeing the 

pool’s investments and operations. The pool’s investment policies are reviewed periodically by 

the treasury oversight committee, consisting of representatives from Marin County, the 

superintendent of schools’ office, and school and special districts.  

The pool is subject to quarterly external audits by the County of Sonoma’s auditor’s office. In 

addition, the pool is also subject to an annual external financial audit performed by an 

independent certified public accounting firm. Wells Fargo Institutional Trust Services, a unit of 

Wells Fargo Bank, N.A. (AA−/F1+), acts as the safekeeping agent for the pool’s assets.  

Pool’s Objectives and Investment Practices 

The pool’s primary investment objective is preservation of capital. The secondary objective is to 

maintain sufficient liquidity to enable participants to meet their operating requirements. The 

tertiary objective of the pool is to obtain a rate of return consistent with the first two objectives. 

The pool seeks to pursue its investment objectives by investing in a diversified portfolio of high-

quality debt securities rated at least ‘A/F1’ by Fitch or equivalent. Permitted investments 

include U.S. Treasury and government agency securities and state of California bonds, as well 

as registered warrants, bankers’ acceptances, commercial paper, negotiable certificates of 

deposit, time deposits, medium-term notes, shares of money market funds, repurchase 

agreements, and LAIF. Under the pool’s investment policies, the use of reverse repurchase 

agreements or securities lending programs is not permitted. 

Asset Credit Quality 

 As of July 31, 2012, approximately 

95.4% of the portfolio was invested in 

U.S. government agency securities, 

2.6% in money market funds, and 

0.03% in LAIF.  According to the pool’s 

investment policy, eligible money market 

instruments must be rated at least ‘A/F1’ 

by Fitch or equivalent, except for LAIF, 

which is not rated.  

The pool restricts concentrations in any 

one issuer (other than the U.S. 

government and its agencies) to a 

maximum of 5% of total assets to 

minimize single-issuer exposure. 

Repurchase agreements are entered 

into only with counterparties rated at 

least ‘A/F1’ by Fitch or equivalent and are 102% collateralized by U.S. government securities. 

As of July 31, 2012, the pool did not have any investments in repurchase agreements. 

Agency –
FHLB

35.68%

Agency –
Fannie 
Mae

27.98%

Agency –
Freddie 

Mac
31.78%

Local 
Agency 

Investment 
Fund
0.03%

Money 
Market 
Funds
2.60%

Agency –
Farmer 

Mac
1.94%

Portfolio Composition
(As of July 31, 2012)

Note: Numbers may not add to 100% due to rounding. 
Source: Marin County Treasurer.
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LAIF is a LGIP with assets under management of $21 billion as of July 31, 2012. LAIF’s assets 

are not comingled with the state’s moneys or in any way available for state use. Fitch does not 

rate LAIF; however, Fitch views it as being managed in a manner generally consistent with 

other Fitch-rated LGIPs operating in the state of California in terms of asset credit quality, 

issuer diversification, investor diversification, and liquidity management. As of July 31, 2012, 

Marin County Investment Pool had a total of $235,100, or 0.03% of its assets, in LAIF.  

Fitch generally views investments in LAIF by other rated entities of less than or equal to 15% 

as consistent with ‘AAA/V1’ ratings, particularly if such investments serve as the sole or 

primary source of overnight liquidity. Higher levels of exposure to LAIF may be viewed as 

consistent with ‘AAA/V1’ ratings, provided such additional investment does not serve as the 

sole or primary source of the portfolio’s overnight liquidity.  

Weighted Average Rating Factor 

Based on the portfolio credit quality and maturity profile as of July 31, 2012, Fitch calculated 

the WA rating factor of the pool to be consistent with an ‘AAA’ fund credit rating. This analysis 

includes a reduction of the credit factors for securities in the portfolio maturing within 13 months 

in recognition of the lower default probability of such securities relative to longer dated 

securities. As of July 31, 2012, securities maturing in 13 months or less of their stated 

maturities represented approximately 78.0% of the portfolio.  

Rating Distribution and Minimum Ratings 

In evaluating LGIPs, Fitch also considers the portfolio’s minimum asset ratings, as well as the 

extent to which the portfolio may undertake a bar-belled investment strategy. As of July 31, 

2012, the portfolio consisted of long-term assets rated ‘AAA’, short-term assets rated at least 

‘F1’ by Fitch or equivalent, and the minimal investments in LAIF. The high credit quality and 

absence of a bar-belled investment strategy are viewed as consistent with the ‘AAA’ fund credit 

rating assigned to the portfolio. 

Diversification 

The pool is mainly invested in U.S. government agency securities, which are viewed the 

highest credit quality and liquid holdings. As of July 31, 2012, the portfolio held 31.8% of its 

total assets in securities issued by Freddie Mac, 28.0% in securities issued by Fannie Mae, 

and 35.7% in securities issued by the Federal Home Loan Bank (FHLB).   

Liquidity Management  

The pool has daily access to its investments in money market funds and LAIF to meet daily 

withdrawal requirements and cash outflows, amounting to 2.6% of the portfolios assets. As of 

July 31, 2012, approximately 15.9% of the portfolio’s assets had a maturity of 30 days or less. 

In addition, the pool maintains a significant position in U.S. government agency securities, 

which are expected to demonstrate secondary market liquidity even during periods of market 

stress.  

To meet liquidity targets and minimize exposure to interest rate changes, the pool uses a 

laddered investment strategy across a short maturity spectrum. The pool also employs a cash 

flow-matching investment strategy to structure investment maturities to coincide with 

conservative expectations of draws on the portfolio. Marin County Investment Pool has 

historically benefited from highly predictable cash outflow needs of the pool’s participants. The 
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stability of cash flow projections is based on the pool’s composition, as approximately 87% of 

participants are captive in nature and thereby required to maintain funds in the county pool.  

The pool’s anticipated redemptions include payroll and benefit payments, accounts payable, 

debt services, and other planned expenditures.  

Furthermore, no withdrawals from the pool can be made for the purposes of investing those 

funds outside the pool without prior approval of the Marin County director of finance. An 

approval can be given as long as such a withdrawal does not negatively affect the interests of 

other participants. A notice of withdrawal is required to be made in writing at least 10 days prior 

to the proposed withdrawal date.  

The weighted average maturity to reset date (WAMr) of securities held in the portfolio was 

approximately 247 days as of July 31, 2012. WAMr is a measure of a portfolio’s sensitivity to 

changing interest rates. As of the same date, approximately 78% of the pool’s total assets were 

invested in securities with maturities of one year or less. 

By investment policy, the pool must maintain an average maturity of less than 18 months and is 

not allowed to purchase securities with maturities greater than two years. However, the 

treasurer may authorize the purchase of U.S. government agency obligations with final 

maturities of five years or less. 
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
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1-800-753-4824, (212) 908-0500.  Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission.  All rights reserved.  In issuing and maintaining its ratings, Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the
factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction.
The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered
and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the
issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the
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information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events
that by their nature cannot be verified as facts.  As a result, despite any verification of current facts, ratings can be affected by
future events or conditions that were not anticipated at the time a rating was issued or affirmed.   
The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk,
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taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee.  Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
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United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of
any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been 

compensated for the provision of the ratings. 
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POLICY TITLE: Investment of District Funds 
POLICY NUMBER: 3120 

Novato Sanitary District 

 STATEMENT OF INVESTMENT POLICY 

 Adopted October 22, 2012 
 

3120.1 PREMISE 

The legislature of the State of California has declared that the deposit and investment of public funds by local 
officials and local agencies is an issue of statewide concern (California Government Code (CGC) 53600.6 
and 53630.1) 

CGC Sections 5921 and 53601, et seq., allow the legislative body of a local agency to invest surplus monies 
not required for the immediate necessities of the local agency; and, 

The fiscal officer of a local agency is required to annually prepare and submit a statement of investment 
policy and such policy, and any changes theretwo, is to be considered by the local agency’s legislative body 
at a public meeting (CGC 53646(a)) 

For these reasons, and to ensure prudent and responsible management of the public’s funds, it is the policy 
of the Novato Sanitary District (District) to invest funds in a manner which will provide the highest investment 
return with the maximum security while meeting the daily cash flow demands of the District and conforming to 
all statutes governing the investment of District funds. 

The Statement of Investment Policy for Novato Sanitary District includes the revised 
California Government Code Section 53600 effective January 1, 1996. 
 

Funds Management 3121.2 SCOPE 

This investment policy applies to all financial assets of Novato Sanitary District, including Operating Funds, 
Capital Improvement Funds and Bond Funds. 

Regular Warrants Account:  As cash is received, it is deposited in the District's Money Market Checking 
Account with Westamerica Bank.  Cash on hand is reviewed daily and all inactive or reserve funds above the 
minimum balance are wire transferred periodically to the State Local Agency Investment Fund (LAIF), or 
invested locally in certificates of deposit.  When the District writes checks, for whatever purpose, funds are 
withdrawn from LAIF to cover the checks written. 

Payroll Account:  The District's payroll is prepared in-house.  All pay checks and pay vouchers (for direct 
deposit) are processed through the District's Payroll Account with Westamerica Bank.  After the checks and 
vouchers are reconciled, funds to cover payroll are transferred from the Operating Account to the Payroll 
Account. 

Petty Cash Account:  The District maintains a Petty Cash account with a balance not to exceed $1,000.00.  



Statement of Investment Policy 
Adopted October 22, 2012Draft Revision 11/30/12 
Page 2 of 5 
 

 2 

   

This account is for small purchases.  

SRF Project Account Capital Projects Account: This account is used to track capital project expenditures 
throughout the year. Any excess balance above the minimum balance is wire transferred to LAIF. When the 
District writes checks for project expenses funds are withdrawn from LAIF to cover the checks written.  Funds 
are transferred from the regular warrants account after this account has been funded by LAIF, for operating 
and project expenses. 

ARRA Grant Project Account: This account is established to receive grant funds under the American 
Reinvestment and Recovery Act for partial financing of the District’s Recycled Water Project.  The project is 
part of the regional recycled water project administered by the North Bay Water Reuse Authority.  

Local Agency Investment Account 

Certificates of Participation Bond Fund 

Funds not included in the policy include deferred compensation funds since the assets of the plan are held for 
the exclusive benefit of plan participants and their beneficiaries and the individual plan participants are 
responsible for the investment of these accounts. 

3120.2 PRUDENCE 

Investments shall be made with judgment and care, under circumstances then prevailing, which persons of 
prudence, discretion and intelligence exercise in the management of their own affairs; not for speculation, but 
for investment, considering the probable safety of their capital as well as the probable income to be derived.  
The standard of prudence to be used by investment officials shall be the "prudent investor" standard as 
stated in California  

Government Code (CGC) Section 53600.3 and shall be applied in the context of managing an overall 
portfolio.  Investment officers acting in accordance with written procedures and the investment policy and 
exercising due diligence shall be relieved of personal responsibility for an individual security's credit risk or 
market price changes, provided deviations from expectations are reported in a timely fashion and appropriate 
action is taken to control adverse developments. 

3120.4 OBJECTIVESObjectives 

As specified in CGC Section 53600.5, when investing, reinvesting, purchasing, acquiring, exchanging, selling 
and managing public funds, the primary objectives, in priority order, of the investment activities shall be: 

3120.4.1 Safety:  Safety of principal is the foremost objective of the investment program.  Investments of the 
District shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall 
portfolio.  To attain this objective, diversification is required in order that potential losses on individual 
securities do not exceed the income generated from the remainder of the portfolio. 

3120.4.2 Liquidity:  The investment portfolio will remain sufficiently liquid to enable the District to meet all 
operating requirements which might be reasonably anticipated. 

3120.4.3 Return on Investments:  The investment portfolio shall be designed with the objective of attaining 
a market rate of return throughout budgetary and economic cycles, taking into account the investment risk 
constraints and the cash flow characteristics of the portfolio. 

3120.5 DELEGATION OF AUTHORITY Delegation of Authority 

Authority to manage the investment program is derived from CGC Sections 53600, et seq. Management 
responsibility for the investment program is hereby delegated to the Treasurer, Beverly B. James, who shall 
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establish written procedures for the operation of the investment program consistent with this investment 
policy.  Such procedures shall include explicit delegation of authority to persons responsible for investment 
transactions.  The following employees are authorized to telephone instructions for deposits and withdrawals 
from the District bank account to the State Treasurer and vice versa: 

  Beverly B. James, Manager-Engineer, Treasurer 
  Laura M. Creamer, Finance Officer 

 

Transfers between the District’s five Westamerica Bank accounts may be made electronically by Beverly 
James, Manager-Engineer and Laura Creamer, Finance Officer.    

No person may engage in an investment transaction except as provided under the terms of this policy and the 
procedures established by the Treasurer.  The Treasurer shall be responsible for all transactions undertaken 
and shall establish a system of controls to regulate the activities of subordinate officials.  Under the provisions 
of CGC 53600.3, the Treasurer is a trustee and a fiduciary subject to the prudent investor standard.  In 
addition, the District maintains a public officials' surety bond in the amount of $200,000. 

3120.6 ETHICS AND CONFLICTS OF INTERESTEthics and Conflicts of Interest 

Officers and employees involved in the investment process shall refrain from personal business activity that 
could conflict with the proper execution of the investment program, or which could impair their ability to make 
impartial investment decisions. 

 

3120.8 AUTHORIZED FINANCIAL INSTITUTIONS AND DEALERSAuthorized 

Financial Institutions and Dealers 

The Treasurer will maintain a list of financial institutions, selected on the basis of credit worthiness, financial 
strength, experience and minimal capitalization authorized to provide investment services.  In addition, a list 
will also be maintained of approved security broker/dealers selected by credit worthiness who are authorized 
to provide investment and financial advisory services in the State of California.  No public deposit shall be 
made except in a qualified public depository as established by state laws. 

For brokers/dealers of government securities and other investments, the Treasurer shall select only 
broker/dealers who are licensed and in good standing with the California Department of Securities, the 
Securities and Exchange Commission, the National Association of Securities Dealers or other applicable self -
regulatory organizations. 

Before engaging in investment transactions with a broker/dealer, the Treasurer shall have received from said 
firm a signed Certification Form.  This form shall attest that the individual responsible for the District's account 
with that firm has reviewed the District's Investment Policy and that the firm understands the policy and 
intends to present investment recommendations and transactions to the District that are appropriate under 
the terms and conditions of the Investment Policy. 

Designated depositories for the deposit of inactive funds are: 

 
 Local Banks:  Bank of America, Wells Fargo Bank and Westamerica Bank. 
 
 Local Savings and Loan Associations:  Citbank and Chase Bank. 
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 State Treasurer's Local Agency Investment Fund (LAIF).  The LAIF is made up of pooled funds from 
California local agencies which are invested by the State Treasurer.  The maximum deposit allowed 
per agency is $50,000,000 (effective  

 11/15/09).  There is no minimum investment period and interest is earned daily.  Money can be 
withdrawn within 24 hours. 

3120.8 AUTHORIZED AND SUITABLE INVESTMENTSAuthorized and Suitable 

Investments 

It is the practice of the District to invest inactive operating and capital improvement funds only with the State 
Treasurer's Local Agency Investment Fund and/or with local banks and savings and loans. 

Prohibited Investments.  Under the provisions of CGC Section 53601.6 and 53631.5, the District shall not 
invest any funds covered by this Investment Policy in inverse floaters, range notes, interest-only strips derived 
from mortgage pools or any investment that may result in a zero interest accrual if held to maturity. 

 
 

State Revolving Fund Loan 
 
The following describes the state revolving fund loan with the State of California through 
the State Water Resources Control Board.  This loan is specifically for the Wastewater 
Treatment Project Upgrade.  Project expenses are reimbursed by this loan shortly after 
the District pays the contractor for the worked performed on the Wastewater Treatment 
Project Upgrade.  The first payment on this loan was made in December of 2011 and 
these payments will continue until January of 2031. 

 

Certificates of Participation Bond Fund 
 
The District issued $21,750,000 Certificates of Participation in October of 2011 to fund 
the construction program.  The construction program consists of projects to improve 
the treatment plant, collection system, pump stations, and reclamation system, includ- 
ing associated planning, engineering and administrative costs as outlined in the District’s 
five year capital improvement program.  These funds are held in a separate LAIF account 
and administered through the Bank of New York Mellon N.A.  The District requests 
reimbursement for capital project expenditures from this account on a monthly basis.  
Payments on this loan began in February of 2012, and will continue for a time period of 
twenty years.  The interest rate ranges from 3% - 4.75%. 

3120.9 COLLATERALIZATION Collateralization 

All certificates of deposit must be collateralized by U.S. Treasury Obligations.  Collateral must be held by a 
third party trustee and valued on a monthly basis.  The percentage of collateralization on repurchase and 
reverse repurchase agreements will adhere to the amount required under CGC Section 53601(i)(2). 

3120.10  SAFEKEEPING AND CUSTODY Safekeeping and Custody 

All security transactions entered into by the District shall be conducted on delivery-versus-payment (DVP) 
basis.  All securities purchased or acquired shall be delivered to the District by book entry, physical delivery or 
by third party custodial agreement as required by CGC Section 53601. 
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3120.11  DIVERSIFICATION Diversification 

The District will diversify its investments by security type and institution.  It is the policy of the District to remit 
money not required for immediate needs to LAIF for purposes of investment.  Assets in the pooled money 
account are diversified to eliminate the risk of loss resulting from over concentration of assets in a specific 
maturity, a specific issuer or a specific class of securities.   

3120.12  REPORTING Reporting 

In accordance with CGC Section 53646(b)(1), Treasurer shall submit to each member of the Board of 
Directors a quarterly investment report.  The report shall include a complete description of the portfolio, the 
type of investments, the issuers, maturity dates, par values and the current market values of each component 
of the portfolio, including funds managed for the District by third party contracted managers.  The report will 
also include the source of the portfolio valuation.  As specified in CGC Section 53646(e), if all funds are 
placed in LAIF, FDIC-insured accounts and/or in a county investment pool, the foregoing report elements may 
be replaced by copies of the latest statements from such institutions. 

The report must also include a certification that (1) all investment actions executed since the last report have 
been made in full compliance with the Investment Policy and, (2) the District will meet its expenditure 
obligations for the next six months as required by CGC Section 53646(b)(2) and (3) respectively.  The 
Treasurer shall maintain a complete and timely record of all investment transactions. 

3120.13 INVESTMENT POLICY REVIEW Investment Policy Adoption 

The Policy shall be reviewed on an annual basis, and modifications must be approved by the Board of 
Directors.  
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