West Basin Municipal Water District
Investment Policy

INVESTMENT POLICY

used in effectively managing West Basin Municipal Water District (District's) .-~

available cash and investment portfolio. District monies not required for
immediate cash requirements will be invested in compliance with the California
Government Code Section 53600, et seq.

2.0 Scope: {New} s

This policy applies to the investment of the District fund accounted for in the

annual budget. Funds of the District will be invested in compliance with the

provisions of, but not necessarily limited to the California Government Code

Section 53601 et seq. and other applicable statutes. Investments will be in

accordance with these policies and written administrative procedures.

Investment of bond proceeds shall be subject to the conditions and restrictions of

bond documents and are not governed by this policy.

3.0 Prudence:
The Board of Directors and Treasurer adhere to the guidance provided by the
“‘prudent investor rule,” California Government Code Section 53600.3, which
obligates a fiduciary to ensure that “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
agency. Within the limitations of this section and considering individual
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investments as part of an overall strategy, investments may be acquired as
authorized by law.”

Moved to Section 5.0

order of importance, the Treasurer shall adhere to the following three criteria:

(@) Safety of Principal — Investments shall be undertaken which first |

seek to ensure the preservation of principal in the portfolio. The
Treasurer shall ensure each investment transaction is evaluated or
cause to have evaluated each potential investment, seeking both
quality in issuer and in underlying security or collateral, and shall
diversify the portfolio to reduce exposure to loss. Diversification of
the portfolio will be used in order to reduce exposure to principal
loss.

(b)  Liquidity — Investments shall be made whose maturity date is
compatible with cash flow requirements and which will permit easy
and rapid conversion into cash without substantial loss of value.

(c) Return on Investment — Investments shall be undertaken to
produce an acceptable rate of return after first considering safety of
principal and liquidity and the prudent investor standard.

5.0 Delegation of Authority:
The authority to invest public funds is expressly delegated to the Board of
Directors. The Board re-delegates the investment function to an appointed
Treasurer and Deputy Treasurer. The appointed Treasurer shall be a board
member and the Deputy Treasurer shall be a District staff member.
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public funds is expressly delegated to
the Board of Directors. The Board re-
delegates the investment function to
an appointed Treasurer and Deputy
Treasurer. The appointed Treasurer
shall be a board member and the
Deputy Treasurer shall be a District
staff member. |

- The investment of the District's
monies is annually delegated by the
Board of Directors to an appointed
Treasurer and Deputy Treasurer
(District Finance staff) who shall
thereafter assume full responsibility
for those transactions until the
delegation is revoked or expires. The
appointed Treasurer shall delegate
the day-to-day operations of investing
to the Deputy Treasurer, but not the
responsibility for the overall
investment program. All transactions
will be reviewed by the appointed
Treasurer on a monthly basis to

"-"‘:‘-I‘: assure compliance with the
5.'| Investment Policy. (California
:\| Government Code Section 53607.)]
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The investment of the District's monies is annually delegated by the Board of
Directors to an appointed Treasurer and Deputy Treasurer (District Finance staff)
who shall thereafter assume full responsibility for those transactions until the
delegation is revoked or expires. The appointed Treasurer shall delegate the
day-to-day operations of investing to the Deputy Treasurer, but not the
responsibility for the overall investment program. All transactions will be
reviewed by the appointed Treasurer on a monthly basis to assure compliance
with the Investment Policy. (California Government Code Section 53607.)

procedures pertaining to the investment of District funds. These procedures shall

be compliant with the parameters and limits set forth by this investment policy.

The procedures should regulate actions regarding: safekeeping. PSA repurchase

agreements, wire transfer agreements, banking service contracts, and

collateral/depository agreements. Such procedures shall include explicit

delegation of authority to persons responsible for investment transactions. No

person may engage in an investment transaction except as provided under the

terms of this policy and the procedures established by the Treasurer and Deputy

Treasurer.

7.0 Ethics and Conflicts of Interest: {NEW} N

personal business activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make
impartial decisions. Employees and investment officials shall disclose any

material interests in financial institutions with which they conduct business to the

Treasurer and Deputy Treasurer. They shall further disclose any personal

financial/investment positions that could be related to the performance of the
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investment portfolio. Employees and officers shall refrain from undertaking

personal investment transactions with the same individual with whom business is

conducted on behalf of the District

For brokers/dealers of government securities and other investments, the
Treasurer shall select only brokers/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 obtain a signed verification
form that attests the individual has reviewed the District's Investment Policy, and
intends to present only those investment recommendations and transactions to
the District that is appropriate under the terms and conditions of the Investment
Policy.

The Board of Directors may engage the services of one or more external
managers to assist in the management of the District's investment portfolio.

Such external managers may be granted discretion to purchase and sell

investment securities in accordance with this Investment Policy. Such managers -'

must be registered under the Investment Advisers Act of 1940.

,,,,,,,,,,,,,,,, "

seq. Within the context of these limitations, the investments listed below are

authorized. Those investments not identified in Section 5 are considered to be
ineligible. Credit criteria and maximum percentages listed in this section are

calculated at the time the security is purchased.
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1 . Any reference to the portfolio shall

investment under state law, subject to
the limitations described herein:

(a) . Maturity Limitations — The
Treasurer is authorized to invest
District funds for terms set forth
below. For certain instruments, the
term of the investment is limited by
market convention or as otherwise
prescribed herein. No investments
may be acquired that exceed five (5)
years.|

(b) . Investment Transactions —
Information concerning investment
opportunities and market
developments will be gained by
maintaining contact with the financial
community. Confirmations of all
investment transactions will be
maintained by the Finance
Department for the annual audit.
When practical, the Treasurer shall
solicit more than one quotation on
each trade.|

.(c) . Exchange of Securities — An
exchange of securities is a shift of
assets from one instrument to another
and may be done for a variety of
reasons, such as to increase yield,
lengthen or shorten maturities, to take
a profit, or to increase investment
quality. In no instance shall an
exchange be used for speculative
purposes. Any such exchange shall
be simultaneous (same day execution
of sale and purchase), and shall
require the approval of the Treasurer.{|
(d) Safekeeping — All securities
purchased may be delivered versus
payment (“DVP") basis, and held in
safekeeping pursuant to a
safekeeping agreement. |
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(@  Time Deposits — The Treasurer may invest in certificates of deposit
issued by bank or savings and loans chartered by the United States
or California. The maximum term for time deposits or bank
certificates of deposit shall be one year. The combined amount
invested in time certificates of deposit and negotiable certificates of
deposit shall not exceed 30% of the portfolio. Time certificates of
deposit shall meet the conditions in either paragraph (1) or
paragraph (2):

(1)  Time certificates of deposit shall meet the requirements for
deposit under Government Code Section 53635 et. seq.
The Treasurer, for deposits up to $100,000, may waive
collateral requirements if the institution insures its deposits

with the Federal Deposit Insurance Corporation (FDIC).

(2) Fully insured time certificates of deposit placed through a
deposit placement service shall meet the requirements
under Government Code Section 53601.8.

(b)  Local Agency Investment Fund (“LAIF") Deposits — Deposits for the
purpose of investment in the Local Agency Investment Fund of the
State Treasury may be made up to the maximum amount permitted
by State Treasury policy.

(c) Negotiable Certificates of Deposit — The Treasurer may invest in

negotiable certificates of deposit as follows:

(1) To be eligible, a certificate of deposit must be issued by a
nationally, or California-chartered bank, a California savings
association or a federal association (as defined by Section
5102 of the Financial Code), a state or federal credit union,
or by a California licensed branch of a foreign bank.
(Government Code Sections 53601(h).)
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(2) Eligibility for deposits shall be limited to those financial
institutions which maintain a rating equivalent to “A” or
higher by one of the nationally recognized statistical rating
organizations (NRSRO).

(3) The amount invested shall be subject to the capital
limitations of Government Code Section 53638.

(4)  The combined amount invested in time certificates of deposit
and negotiable certificates of deposit shall not exceed 30%
of the total portfolio.

(5)  The maximum maturity shall be limited to one (1) year.

(d)  Bankers' Acceptances — The Treasurer may invest in bankers’

acceptances as follows:

D) Investment in a prime banker's acceptance shall not exceed
15% of the portfolio in effect immediately after any such
investment is made.

(2)  Eligibility shall be limited to those securities issued by
domestic or foreign banks, which are eligible for purchase by
the Federal Reserve System, the short-term paper of which
is rated in the highest category by one or more of the
NRSRO.

(3)  No more than 15% of this category of investments may be
invested in any one commercial bank’s acceptances.

(4) The maximum maturity shall be limited to 180 days.
(Government Code Sections 53601(f).)

(e) Commercial Paper — The Treasurer may invest in commercial
paper as follows:

(1) Only commercial paper of prime quality of the highest
ranking or of the highest letter and numerical rating as
provided for by a NRSRO. (Government Code Sections
53601(g).)
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(2)  Eligible paper is further limited to issuing corporations that
are organized and operating within the United States as a
general corporation and having total assets in excess of
$500,000,000.

(3) Eligible issuer's debt other than commercial paper, if any,
that is rated “A” or higher by a NRSRO.

(4) Investments in commercial paper shall not exceed 25% of
the portfolio.

(5)  No more than 10% of the outstanding commercial paper of
an issuing corporation may be purchased.

(6)  The term shall not exceed 270 days.

(f) United States Treasuries.

The Treasurer may invest in United States Treasury notes, bonds,

bills, or certificates of indebtedness, or those for which the full faith

and credit of the United States are pledged for the payment of

principal and interest. (Government Code 53601 (b)).

(9)  Federal Agencies.

The Treasurer may invest in Federal agency or United States
government-sponsored enterprise obligations, participations, or
other instruments, including those issued by or fully guaranteed as
to principal and interest by federal agencies or United States
government-sponsored enterprises. (Government Code 53601 (e))

(h)  Money Market Funds.

The Treasurer may invest in shares of beneficial interest issued by
diversified management companies that are money market funds
registered with the Securities and Exchange Commission under the
Investment Company Act of 1940 (Government Code Section
53601(k).)
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