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Statement of Investment Policy	
In accordance with the government code section 53600 series, it is the responsibility of the County Treasurer, with the approval of the Board of Supervisors, to secure and protect the public funds of the County, and to establish proper safeguards, controls and procedures to maintain these funds in a lawful, rational and auspicious manner.  Said maintenance shall include the prudent and secure investment of those funds that are not immediately required for daily operations, in a manner anticipated to provide additional benefit to the people of the County of Colusa.  In addition, the County Treasurer acts as the Treasurer, cash manager and investor for a sizable number of public agencies within the County rather than each entity having to locate and hire a knowledgeable person to handle the entity’s banking investments and other financial duties separately.  This pooling of public funds eliminates duplication of expenses, but also smooths out cash flow differences, permits cost savings through higher volume, and attracts more professional service providers. 
This Statement of Investment Policy will be provided annually for review by the Oversight Committee and the approval of the Board of Supervisors after discussion in an open public meeting.  Upon request, it will also be provided to participants in the County Investment Pool; to securities dealers, banks and brokers currently approved for conducting investment transactions with the County Treasurer’s office in the ongoing effort to manage the excess cash portfolio; to other involved persons or entities; and to any member of the electorate wishing to review this document.  The Treasurer reserves the right to provide these documents on a cost basis. 
Purpose of Policy Statement
The purpose of this Statement of Investment Policy is to provide the Board of Supervisors, the Treasury Oversight Committee, those entities invested in the County Investment Pool, those involved in servicing the investment requirements of the County, and any other interested party, a clear understanding of the regulations and internal guidelines that will be observed in maintaining and investing those pooled funds deemed to not be required for immediate cash flow needs. 
Scope
This Statement of Investment Policy pertains to those temporary surplus funds under the control of the Treasurer, designated for the daily ongoing operations of the County and pool participants; and concerns the deposit, maintenance, and safekeeping of all such funds, and the investments made with these funds.  This Policy does not apply to pension moneys, delayed compensation funds, trustee and certain other non-operating funds not participating in the County Investment Pool.  Percentage limitations noted within this Policy shall apply to all money considered to be with the County Investment Pool.  Any investments existing outside the Pool shall be subject to the local agencies individual percentages. 
Treasury Objectives 
The underlying objective of the Treasurer is to protect the safety of the principal of the Investment Pool through the judicious purchase of those legal investments permitted to local agencies, as defined in the State of California Government Codes 53600, consistent with current conditions and other dominant objectives pursuant to managing a local agency portfolio, namely:
Safety:  It is the primary responsibility of the Treasurer to maintain the safe return of all principal placed in investments by avoiding decisions that might result in losses through fraud, default, or adverse market conditions. 
Liquidity: Will be maintained per the Treasurer-Tax Collector’s goals.  It shall always be assumed that all investments could require immediate liquidation in order to meet unexpected cash calls.  
Availability: Due to the nature of a public portfolio, it is mandatory that moneys be available to meet the monetary requirements inherent to operating a public entity.  Thus funds need to be invested in such a manner that money will always be available, without risk of trading loss, to pay normal cash requirements.  A sufficient portion of all funds shall be invested in securities providing a high degree of availability, that is, in securities easily sold or converted to cash in a timely manner, with little or no loss of interest earnings.
Yield:  In conformance with the Statement of Investment Policy the Treasurer shall attempt to maximize investment income and at the same time minimize risk of principal.
Diversified Portfolio: To insure maximum diversification of the Treasury Portfolio no more than thirty-three (33) percent of the total portfolio will be invested in any single financial institution.  However the State of California LAIF (Local Agency Investment Fund), the JPA CAMP (California Asset Management Program) and Government Bonds shall not be limited. 
The Treasurer places investments with the objective of obtaining a respectable rate of return, not attempting to maximize yield at the expense of either safety, liquidity or availability, yet not totally ignoring those factors within the marketplace that may be indicative of either favorable or hazardous conditions.  The portfolio will be managed very conservatively, but actively enough to avert avoidable losses due to adverse market conditions. 
Delegation of Authority 
The authority to manage the County’s Investment Pool is derived from Government Code Sections 53600-53900.  This authority is given to the Colusa County Board of Supervisors who then has the option of delegating the responsibility of managing and operating the investment program to the County Treasurer.  This delegation is granted to the Treasurer each year through the approval of the   Treasurer’s Investment Policy by the Colusa County Board of Supervisors. 
The Treasurer retains the authority to amend the Investment Policy Guidelines, and Procedures at any time in order to carry out the duties as chief investment officer for the County, subject to approval by the Board of Supervisors.  The Treasurer will annually prepare an Investment Policy which will be submitted to the Board of Supervisors for review and approval. 
The Treasurer will make all investments himself or at his direction and the day to day investing in LAIF, CAMP and the US Bank Sweep account will be handled by the Assistant Treasurer-Tax Collector and staff.

Conflict of Interest
The Treasurer and Treasury staff 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 decisions.  The Treasury staff shall disclose to the County Treasurer any material financial interest in financial institutions that conduct business with their jurisdiction, and they shall further disclose any large personal financial/investment positions that could be related to the performance of the County. 
Deposit and Withdrawal of Funds
Upon the approval of the County Auditor and Treasurer, other entities not required to deposit funds with the County Treasurer but who wish to do so for investment purposes, may be permitted to deposit funds with the County Treasurer subject to the following criteria:
When an agency intends to withdraw funds in excess of $500,000 for the purpose of investing or deposit those funds outside the country treasury pool, it is required that a written request be submitted to the Treasurer for his or her approval.  While this approval will normally be received within two working days, in order to protect the integrity of all pooled funds, the Treasurer may withhold approval for a maximum of 30 days, and reserves the right to mark the treasury pool investment if market securities must be sold prior to maturity to meet such requests. This guideline will apply to entities that currently are part of the county pool that are considering investing outside of the pool. 
Investment Instruments
Investment of County funds are governed by the California Government Code Sections 16429.1, 53601 and 53635.  Investments may not have a term or maturity at the time of investment of longer than that authorized by Section 53601 unless the Board of Supervisors has granted express authority at least 3 months prior to the investment.  The investment activities of the County Treasurer are restricted by state law to a select group of government securities and high credit quality fixed-income investments.  To reduce risk inherent in any one instrument, state law further limits the percentage of the county’s investment portfolio that can be invested in any one type of security.  See attached Exhibit “A” for a complete description of Authorized Investments, and percentage and term limitations.
At the time this policy is adopted, the portfolio may hold investments which were made in the past and in accordance with previous policies and existing State law, but do not meet the provisions of this policy.  These past investments are considered permissible investments as they complied with policy when purchased. It is at the discretion of the Treasurer to determine whether these securities will continue to be held to maturity or sold. 
The following is a brief description of the authorized investments with some additional restrictions imposed by the Treasurer.   Government Code specifies the maximum percentage of the portfolio which may be held in each type of investment at any one time, fluctuations in the portfolio balance will prevent strict adherence to such restrictions.  Therefore, percentage limitations shall apply to investments at the time of purchase.
Authorized Investment
Within the context of State limitations, the flowing investments are authorized:
1.  State Treasurer’s Local Agency Investment Fund (LAIF).  Local government agencies are authorized to invest up to the amount set by LAIF’s Local Investment Advisory Board in this investment program administered by the California State Treasurer.  Moneys invested with LAIF are pooled with State moneys in order to earn the maximum rate of return consistent with safe and prudent treasury management.

2. Sweep Account - The commercial sweep account provides optimal liquidity management without the effort and cost associated with managing the excess cash in separate investments.  The sweep account provides for daily investment confirmations and all purchase, sale and interest transactions are reported on the checking account statement.  

3. Bank Deposits – FDIC insured or collateralized deposits including, but not limited to, demand deposit accounts, savings accounts, market rate accounts, time certificates of deposits in financial institutions located in California.  The amount on deposit in financial institution shall not exceed the shareholder’s equity per Government Code section 53638.  To be eligible to receive County deposits, the financial institution must have received a minimum overall satisfactory rating, under the Community Redevelopment Act, of meeting the credit need of California Communities in its most recent evaluation per Government Code section 53635.2.  Bank deposits are required to be collateralized as specified under Government Codes section 53630 et seq.  The County Treasurer, at his or her discretion, may waive the collateralized requirements for any portion that is covered by federal deposit insurance per Government Code section 53653.  The County shall have a signed agreement with any depository accepting County funds per Government Code section 53649.

4. JPA Investment Pools – Local government investment pools authorized under Government Code section 53601 (p) that must maintain a credit rating of AAAm such as California Asset Management Program (CAMP)

5.  US Treasury Notes or other indebtedness secured by the full faith and credit of the federal government.  These are guaranteed by the U.S. Government and are considered by most experts free of credit risk. 

6. Securities issued by U.S. Government Agencies and Government-Sponsored Enterprises.  These securities consist mostly of notes and debenture of agencies and government sponsored corporations and therefore have some credit risk.  Their yield is typically higher than U.S. Treasury securities.  These include but are not limited to agency securities issued by the Federal Home Loan Bank (FHLB), Federal Farm Credit (FFC), Tennessee Valley Authority (TVA), Government National Mortgage Association (GNMA), Federal National Mortgage Association (FNMA), and the Federal Home Loan Mortgage Corporation (FHLMC).

7. Bankers Acceptances (40%) – Briefly stated, the function of the bankers’ acceptance is as follows:  A borrower may, under certain circumstances, obtain short-term credit by arranging for his bank to accept a time draft upon it.  The bank stamps its official “accepted” across the face of the draft and it converts it into a bankers’ acceptance.  The instrument, now being a bank obligation, may be sold to an acceptance dealer who, in turn, may sell it to an investor. Most BA’s arise out of transactions involving the trade of manufactured goods or commodities and must be rated “A¹/P” or higher. Maturities range from one to 180 days and are limited to forty percent (40%) of the total portfolio. 

8. Commercial Paper (40%) – These are short-term promissory notes issued by a company to finance current transactions.  Commercial paper is issued not only by industrial and manufacturing firms but also by finance companies.  The entity that issues the commercial paper must meet all the following conditions in either paragraph a or paragraph b:

a. The entity meets the following criteria: (i) is organized and operating in the United States as a general corporation, (ii) has total assets in excess of five hundred million dollars ($500,000,000), and (iii) has debt other than commercial paper, if any, that is rated in rating category of “A” or the equivalent or higher by a nationally recognized statistical rating organization (NRSRO).

b. The entity meets the following criteria: (i) is organized within the United States as a special purpose corporation, trust, or limited liability company, (ii) has program-wide credit enhancements including but not limited to, over collateralization, letters of credit,  or surety bond, and (iii) has commercial paper that is rated “A-1” or higher, or the equivalent, by a NRSRO.

Commercial paper is sold on a discount or interest bearing basis with maturities not exceeding 270 days and must have an “A¹/P” or higher rating by one NRSRO.  Purchases of commercial paper may not exceed forty percent (40%) of the total portfolio.

9. Negotiable CD’s (30%) – Negotiable CD’s are issued by a national or state chartered bank, a savings association or federal association, a state or federal credit union, or by a federally- or state licensed branch of a foreign bank. The County Treasurer may invest up to thirty percent (30%) of the total portfolio in Negotiable CD’s that are rated in a rating category of “A” (long-term) or “A-1” (short-term) or their equivalents or higher by one NRSRO.  Negotiable CD’s for which the full amount of the principal and the interest that may be accrued during the maximum term of each certificate is insured by federal deposit insurance are exempt from the rating requirements.  Negotiable CD’s are considered liquid, trading actively in the secondary market. 

10. Money Market Mutual Funds (20%) – Funds registered with the Securities and Exchange Commission under the Investment Company Act of 1940 (15 U.S.C, Sec. 80a-1, et seq.). To be eligible for investment pursuant to this subdivision these companies will either: (i) attain the highest ranking letter or numerical rating provided by at least two NRSROs or (ii) have retained an investment advisor registered or exempt from registration with the Securities and Exchange Commission with not less than five years of experience managing money market mutual funds and with assets under management in excess of $500,000,000.  No more than 20% of the County’s investment portfolio may be invested in money market funds.  No more than 10% of the County’s investment portfolio may be invested in any single money market fund.

11. Obligations of the State of California – Registered state warrants or treasury notes or bonds of the State of California, as well as bonds payable solely out of revenues from a revenue-producing property owned, controlled or operated by the state, or by a department, board, agency or authority of the state, which finances essential services, with a maximum maturity of five (5) years. 

12. Registered treasury notes or bonds of any of the other 49 states in addition to California – Including bonds payable solely out of the revenues from a revenue-producing property owned, controlled, or operated by a state, or by a department, board, agency, or authority of any of these states with a maximum maturity of five (5) years.

13. Guaranteed Investment Contracts (GIC’s) - GIC’s provide a predictable, guaranteed, fixed interest rate until the specified maturity date of the contract.  GIC participants achieve prudent diversification into a superior credit quality insurer with top financial ratings, while offering participants price stability & competitive rates.  Colusa County will limit the use of GIC’s to proceeds from Tax & Revenue Anticipation Notes only.

Within the context of State limitations, in addition to the investments listed above, the following investments are authorized for the portion of the county portfolio under professional management by an outside advisor and/or CAMP or LAIF. 

1. Repurchase Agreements (Repo’s) – Agreements between an investor (the pool) who agrees to purchase securities and a seller (dealer/broker), who commits to repurchase these securities at a later date at the same price plus interest.

2. Reverse Repurchase Agreements – this is the reverse of a repurchase agreement, where the pool become the seller and the dealer/broker is the investor.

3. Medium Term Notes (30%) – All corporate and depository institution debt securities that are rated in a category of “A” or the equivalent or higher by one NRSRO with a maximum maturity of five (5) years.  Medium term notes are restricted to thirty percent (30%) of the total portfolio at the time of purchase.

4. Mortgage Pass-Through Securities/Asset-Backed Securities (20%) – Up to twenty percent (20%) of the County’s portfolio may be invested in a mortgage pass-through security, collateralized mortgage obligation, mortgage-backed or other pay-through bond, equipment lease-backed certificate, consumer receivable pass-through certificate, or consumer received-backed bond with a maximum remaining maturity of five years or less.  Securities in this category must be rated in a rating category of “AA” or its equivalent or better by one NRSRO. 

5. Supranational Debt – United States dollar denominated senior unsecured unsubordinated obligations issued or unconditionally guaranteed by the International Bank for Reconstruction and Development, International Finance Corporation, or Inter-American Development Bank, with a maximum remaining maturity of five years or less, and eligible for purchase and sale within the United States.  Investments under this subdivision shall be rated in a rating category of “AA” or equivalent or better by a NRSRO and shall not exceed thirty percent (30%) of the County’s portfolio that may be invested pursuant to this section.  

Investment Pools/Mutual Funds

A thorough investigation of pools and funds is required prior to investing and on a continual basis.

Ineligible Investment

Investments not described above, including but not limited to common stocks, financial futures, contracts and options are prohibited.  Additionally, the Treasurer shall not invest in reverse or inverse floaters, range notes and principal or interest only strips that are derived from a pool of mortgages, nor may the Treasurer invest in any security that could result in zero interest accrual if held to maturity. 
 
Authorized Dealers, Depositories & Financial Institutions

For the purchase of all investments, the dealer must operate from an office within the United States.  Dealers must provide current audited financial statements.  Each dealer will receive a copy of this investment policy and a copy of the County Resolution authorizing the Treasurer/Tax Collector to invest county funds.  The Dealer shall be identified on each confirmation transaction by name.  Certificates of Deposit may be purchased directly from the issuers instead of through a dealer. 

At least once a year the Treasurer will review all dealers with which the County conducts business.  A list of authorized broker/dealers, depositories and financial institutions will be prepared and maintained.  This list will include all securities dealers, depositories and investment advisory firms eligible to conduct business with the County under the criteria established in this policy. 

No broker, brokerage firm or dealer of securities shall be selected that has made any political contribution to the local treasurer, any member of the board of supervisors, or any candidate for those offices.

If the County has an investment advisor, the investment advisor may use its own list of authorized broker/dealers to conduct transactions on behalf of the County, subject to any conditions contained in the agreement between the County and the investment advisor. 

Designated Service Bank 

The Treasurer shall designate a State or Federally chartered bank operating within the State of California to service as the primary service and the Treasurer shall use said bank as a clearing house for all funds. 

US Bank is the primary service bank for Colusa County.

Internal Controls 
 
For transactions in excess of ten million dollars ($10,000,000), the Treasurer shall communicate with the Auditor timely as to allow the Auditor a sufficient amount time to review and/or adjust banking securities needed for said transactions. 

Reconciliation of the Treasurer’s monthly investment report and cash balances will be reconciled by the Auditor-Controller’s office. 

Only the persons listed on the current Trading Authorization & Agreement, and the Treasurer, may initiate trading activity with the Treasurer’s written consent and prior knowledge.

1) [bookmark: _GoBack]US Wealth Management (formerly UnionBanc)
2) Alamo Capital
3) Stifel Nicolaus

Calculating and Apportioning Cost

The County Treasurer will determine the administrative cost of investing or handing of funds.  A portion of the administrative cost is recovered through the Cost Plan, the remaining cost shall be deducted from the total interest earnings prior to the interest apportionment and shall be shared proportionately by all pooled and self-directed investments.  The administrative costs are the actual direct and indirect costs charged to the Treasurer’s office for salaries, benefits and operating expenses. 

Pooling of Funds and Distribution of Earnings

Funds available from all sources may be pooled in order to achieve greater investment potential.  The earnings from the pooled investments shall be deposited in a special fund, each quarter the earnings fund will be charged and each participant in the pool will be credited with interest in proportion to their aggregate total for the quarter based on an average daily balance. 




Reporting Requirements 

The Treasurer shall generate a monthly report for management purposes. In addition, the Board of Supervisors will be provided a monthly report detailing investment activities and holdings, including a description of the security, maturity date, book value, par value, market value and stated coupon.

Performance Standards

The investment portfolio will be managed in accordance with the parameters specified within this policy.  The investment portfolio shall be designed with the objective of obtaining a rate of return throughout budgetary and economic cycles, commensurate with the investment risk constraints and the cash flow needs.  The County will measure the portfolio’s performance against a market benchmark that is commensurate with the County’s investment risk constraints and the cash flow characteristics of the portfolio. 

Prudent Investor Standard 
The County Treasurer is a fiduciary subject to the “Prudent Investor Standard”.  Government Code 53600.3 defines this as “all governing bodies of local agencies or persons authorized to make investment decisions on behalf of those local agencies investing public funds pursuant to this chapter are trustees and therefore fiduciaries subject to the prudent investor standard.  When investing, reinvesting, purchasing, acquiring, exchanging, selling and managing public funds, the trustee shall act with care, skill, prudence and diligence under the circumstance 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 agency”.  In compliance with state law, the primary objective in the investment of short term operating  “idle” funds is to preserve capital (safety) while secondly, investing in investment vehicles which are easily converted to cash (liquidity) while lastly, obtaining a reasonable competitive market rate of return (yield).
Securities Custody
Minimum legal requirement: As long as the securities for safekeeping are in the name of or under the control of the County of Colusa and kept in a legally separate trust department, they can be held by the same firm from which they were purchased (Sections 53601, 53608 and 53635). 






Treasury Oversight Committee

Government Code Section 27131 states that the Board of Supervisors in each County may, if the County is investing surplus funds, establish a County Oversight Committee.  Upon instruction of the County Board of Supervisors, the Treasurer will nominate for approval by the Board, a County Oversight Committee.  This committee will include from three to eleven members, as the Board of Supervisors, in consultation with the County Treasurer, shall determine is appropriate.  This committee shall include selected persons from the following categories:

a) The County Treasurer
b) The County Auditor Controller
c) An appointed representative of the Board of Supervisors
d) The County Superintendent of Schools or designee
e)  A representative of special districts within the County that is required or authorized to deposit money in the County Investment Pool
f) One to five bipartisan members of the public that have expertise in public finance and come from diverse economic backgrounds. 
g) School districts and community colleges.

Under State law, members of the Committee may not have contributed to the any election campaign for the position of Treasurer or for any candidate to the Board of Supervisors within the past three years.  Members may not directly or indirectly raise money for any candidate for local treasurer or a candidate for member of the legislative body of any local agency with money in the County Pool while a member of the Committee, nor may a member secure employment with, or be employed by, bond underwriters, bond counsel, security brokerages or dealers, or financial services firms, with whom the Treasurer is doing business during the period that the person is a member of the Committee, or for one year after leaving the Committee. Members may not accept any gift, honoraria, gratuity or service of value in violation of the regulations set forth by the Fair Political Practices Commission, the Government Code, any additional limitations set forth by County ordinance, or internal requirements of the Treasurer.

The Treasurer will provide a report bi-annually to the Oversight Committee identifying all investments held in the County Pool, or elsewhere by the Treasurer or as required by the Board of Supervisors.  The Treasurer will provide a copy of the Investment Policy annually to the Oversight Committee.  The Oversight Committee shall, monitor the activities of the Treasurer, and cause to be performed an annual audit to determine the Treasurer’s compliance with the Investment Policy, and other appropriate regulations.

Committee meetings shall be open to the public and in compliance with the appropriate sections of the Ralph M Brown Act.  By Code, all costs related to the duties of the Oversight Committee will be considered normal charges against the earnings of the Investment Pool.


The Oversight Committee shall have no authority to direct the process or daily operations of any portion of the Treasury Department, nor shall the Committee play any role in determining which banks, firms, or individuals the Treasurer does business with, nor shall the Committee be involved in determining which investments the Treasurer purchases, but shall act only to review the actions of the Treasurer to determine that they are in accordance with the Investment Policy and all other legal requirements or regulations.

Glossary

Asset-Backed Securities are securities supported by pools of installment loans or leases or by pools of revolving lines of credit.
Bankers’ Acceptances are short-term credit arrangements to enable businesses to obtain funds to finance commercial transactions. They are time drafts drawn on a bank by an exporter or importer to obtain funds to pay for specific merchandise. By its acceptance, the bank becomes primarily liable for the payment of the draft at maturity. An acceptance is a high-grade negotiable instrument. 
Benchmark is a comparative base for measuring the performance or risk tolerance of the investment portfolio. A benchmark should represent a close correlation to the level of risk and the average duration of the portfolio’s investments.
Broker-Dealer is a person or a firm who can act as a broker or a dealer depending on the transaction. A broker brings buyers and sellers together for a commission. They do not take a position. A dealer acts as a principal in all transactions, buying and selling for his own account.
JPA Investment Pools are California Joint Powers Authority ("JPA") established as a stable net asset value (NAV) short-term money market portfolio and cash management vehicle.
Collateral refers to securities, evidence of deposits, or other property that a borrower pledges to secure repayment of a loan. “Security” means any of the eligible securities or obligations listed in Government Code Section 53651. It also refers to securities pledged by a bank to secure deposits. In California, repurchase agreements, reverse repurchase agreements, and public deposits must be collateralized. 
Commercial Paper is a short term, unsecured, promissory note issued by a corporation to raise working capital. 
Federal Agency Obligations are issued by U.S. Government Agencies or Government Sponsored Enterprises (GSE). Although they were created or sponsored by the U.S. Government, most Agencies and GSEs are not guaranteed by the United States Government. Examples of these securities are notes, bonds, bills and discount notes issued by Fannie Mae (FNMA), Freddie Mac (FHLMC), the Federal Home Loan Bank system (FHLB), and Federal Farm Credit Bank (FFCB). The Agency market is a very large and liquid market, with billions traded every day.
Issuer means any corporation, governmental unit, or financial institution that borrows money through the sale of securities.
Liquidity refers to the ease and speed with which an asset can be converted into cash without loss of value. In the money market, a security is said to be liquid if the difference between the bid and asked prices is narrow and reasonably sized trades can be done at those quotes.
Local Agency Investment Fund (LAIF) is a voluntary investment program for California local governments administered by the California State Treasurer. LAIF provides local agencies a way to invest cash held in the treasury pool that may be withdrawn as needed on a same-day basis to meet an agency’s cash flow needs, while realizing interest. The Local Investment Advisory Board (LIAB) provides oversight for LAIF. Due to the portfolio’s characteristics, credit risk is minimal. The pool is managed to ensure the safety of the portfolio by investing in high quality securities and by maintaining a mix of securities that provide reasonable assurance that no single investment or class of investments will have a disproportionate impact on the total portfolio. Additionally, LAIF funds are protected by statute and are not borrowable.   
Market Value is the price at which a security is trading and could presumably be purchased or sold.
Maturity is the date upon which the principal or stated value of an investment becomes due and payable.
Medium-Term Notes are debt obligations issued by corporations and banks, usually in the form of unsecured promissory notes. These are negotiable instruments that can be bought and sold in a large and active secondary market. For the purposes of California Government Code, the term “Medium Term” refers to a maximum remaining maturity of five years or less. They can be issued with fixed or floating-rate coupons, and with or without early call features, although the vast majority are fixed-rate and non-callable. Corporate notes have greater risk than Treasuries or Agencies because they rely on the ability of the issuer to make payment of principal and interest.
Money Market Fund is a type of investment comprising a variety of short-term securities with high quality and high liquidity. The fund provides interest to shareholders and must strive to maintain a stable net asset value (NAV) of $1 per share. 
Negotiable Certificates of Deposit are large-denomination CDs. They are issued at face value and typically pay interest at maturity, if maturing in less than 12 months. CDs that mature beyond this range pay interest semi-annually. Negotiable CDs are issued by U.S. banks (domestic CDs), U.S. branches of foreign banks (Yankee CDs), and thrifts. There is an active secondary market for negotiable domestic and Yankee CDs. However, the negotiable thrift CD secondary market is limited. Yields on CDs exceed those on U.S. treasuries and agencies of similar maturities. This higher yield compensates the investor for accepting the risk of reduced liquidity and the risk that the issuing bank might fail. State law does not require the collateralization of negotiable CDs. 
Principal describes the original cost of a security. It represents the amount of capital or money that the investor pays for the investment.
Supranational is a multi-national organization whereby member states transcend national boundaries or interests to share in the decision making to promote economic development in the member countries.
Repurchase Agreements are short-term investment transactions. Banks buy temporarily idle funds from a customer by selling him U.S. Government or other securities with a contractual agreement to repurchase the same securities on a future date at an agreed upon interest rate. Repurchase Agreements are typically for one to ten days in maturity. The customer receives interest from the bank. The interest rate reflects both the prevailing demand for Federal Funds and the maturity of the Repo. Repurchase Agreements must be collateralized.
U.S. Treasury Issues are direct obligations of the United States Government. They are highly liquid and are considered the safest investment security. U.S. Treasury issues include:
1. Treasury Bills which are non-interest-bearing discount securities issued by the U.S. Treasury to finance the national debt. Bills are currently issued in one, three, six, and twelve month maturities.
2. Treasury Notes that have original maturities of one to ten years.
3. Treasury Bonds that have original maturities of greater than 10 years. 

Yield to Maturity is the rate of income return on an investment, minus any premium above par or plus any discount with the adjustment spread over the period from the date of the purchase to the date of maturity of the bond.





















Authorized Dealers, Depositories & Financial Institutions
Authorized Dealers:
1) US Wealth Management (formerly UnionBanc)
2) Alamo Capital 
3) Stifel Nicolaus
Authorized Depositories:
1) US Bank 
Authorized Financial Institutions:
1) Local Agency Investment Fund (LAIF)
2) California Asset Management Program (CAMP)
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Exhibit "A"
Authorized Investments
	Investment Instruments
	Gov't
Code
Section
	Minimum
Rating
	Government Code
	County Policy

	
	
	
	% or $
limitation
	Term limitation
	% or $
limitation
	Term limitation

	State Treasurer's Local Agency Investment Fund
	16429.1
	*N/R
	Maximum set by LAIF Board
	-
	Amount allowed by LAIF Board
	-

	U.S. Treasury Instruments
	53601 (b)
	n/a
	100%
	5 yrs
	100%
	5 yrs

	Federal Agency Securities
	53601 (f)
	n/a
	100%
	5 yrs
	100%
	5 yrs

	Bankers Acceptance
	53601 (g)
	A1, P1
	40%
<30% in one bank
	180 days
	40%
<5% in one bank
	180 days

	Commercial Paper
	53601 (h)
53635 (a)
	A1, P1
	<40% total <10% single issuer
	270 days
	<40% total
<5% single issuer
	270 days

	Negotiable CD's
	53601 (i)

	“A” or equivalent, 
	30%
	5 yrs
	30% total
<5% single issuer
	5 yrs

	Medium Term Notes Corporate Obligations
	53601 (k)
	“A” or equivalent
	30%
	5 yrs
	30% total
<5% single issuer
	5 yrs

	Money Market Mutual Funds
	53601 (l)
	“AAA” or equivalent
or Advisor Requirements
	<20% total
<10% single issuer
	5 yrs
	<20% total
<10% single
issuer
	5 yrs

	Mortgage/Asset-Backed Securities
	53601 (o)
	 “AA” issue
or equivalent
	20%
	5 yrs
	20%
	5 yrs

	Repurchase Agreements
	53601 (j)
	n/a
	20%
	92 days
	20%
	92 days

	Reverse Repurchase 
	53601 (j)
	n/a
	20%
	92 days
	Amount allowed by LAIF/JPA
	-

	JPA Investment Pools
	53601 (p)
	AAAm or equivalent
	100%
	-
	Amount allowed by JPA board
	-

	California Municipals
	53601(c,e)
53651(c,h,i)
	“A”; A-1/P-1
or equivalent
	100%
	5 yrs
	100%
	5 yrs

	Other 49 State Municipals
	53601(d)
	n/a
	100%
	5 yrs
	100%
	5 yrs

	Supranational Debt
	53601 (q)
	“AA” or equivalent
	30%
	5 yrs
	30% total
<5% single issuer
	5 yrs

	Guaranteed Investment Contracts (GIC’S)
	53630
	“AA” or equivalent
	5%
	1 yr
	5%
	1 yr

	Bank Deposits
	53630
	FDIC Insured or 
Collateralized
	-
	-
	-
	-

	Sweep Accounts
	53630
	FDIC Insured or
Collateralized
	-
	-
	-
	-


*Not Rated
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