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UPPER SANTA CLARA VALLEY
JOINT POWERS AUTHORITY
TELECONFERENCE

REGULAR BOARD MEETING
TUESDAY, FEBRUARY 15, 2022
START TIME: SEE AGENDA

Join the Board meeting from your Listen in Toll Free by Phone
computer, tablet or smartphone: -OR- +1-(833)-568-8864
https://scvwa.zoomgov.com/j/1616412124 Webinar ID: 161 641 2124

To participate in public comment from your computer, tablet, or smartphone:
When the Board President announces the agenda item you wish to speak on, click the “raise hand”
feature in Zoom*. You will be notified when it is your turn to speak.

To participate in public comment via phone:
When the Board President announces the agenda item you wish to speak on, dial *9 to raise your hand.
Phone participants will be called on by the LAST TWO digits of their phone number. When it is your turn
to speak, dial *6 to unmute. When you are finished with your public comment dial *6 to mute.

Can’t attend? If you wish to still have your comments/concerns addressed by the Board of Directors, all
written public comments can be submitted by 4:30 PM the day of the meeting by either e-mail or mail.**
Please send all written comments to the Board Secretary. Refer to the Board Agenda for more information.

o ————————————————_————————,—————

*For more information on how to use Zoom go to support.zoom.us or for “raise hand” feature instructions, visit
https://support.zoom.us/hc/en-us/articles/205566129-Raise-Hand-In-Webinar

**All written comments received after 4:30 PM the day of the meeting will be posted to yourscvwater.com the next day. Public
comments can also be heard the night of the meeting.

Please Note: This meeting will be held remotely pursuant to the provisions of AB 361 due to the continuing State of Emergency
for COVID-19 and state and local official’s continuance to impose or recommend measures to promote social distancing. The
public may not attend meetings in person. The public may use the above methods to attend and participate in the public Board
meetings.
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UPPER SANTA CLARA VALLEY JOINT POWERS AUTHORITY
REGULAR MEETING AGENDA

SANTA CLARITA VALLEY WATER AGENCY
RIO VISTA WATER TREATMENT PLANT
27234 BOUQUET CANYON ROAD
SANTA CLARITA, CA 91350

TUESDAY, FEBRUARY 15, 2022 AT 7:00 PM
OR IMMEDIATELY FOLLOWING
THE REGULAR MEETING OF THE
SANTA CLARITA VALLEY WATER AGENCY
BOARD OF DIRECTORS

TELECONFERENCE ONLY
NO PHYSICAL LOCATION FOR MEETING

TELECONFERENCING NOTICE

This meeting will be held remotely pursuant to the provisions of AB 361 due to the
continuing State of Emergency for COVID-19 and state and local official’s continuance
to impose or recommend measures to promote social distancing. Any Director may call

into the Board meeting using the Agency’s Call-ln Number 1-(833)-568-8864,
Webinar ID: 161 641 2124 or Zoom Webinar by clicking on the link
https://scvwa.zoomgov.com/j/1616412124

without otherwise complying with the Brown Act’s teleconferencing requirements.

The public may not attend the meeting in person. Any member of the public may listen to
the meeting or make comments to the Board using the call-in number or Zoom Webinar
link above. Please see the notice below if you have a disability and require an
accommodation in order to participate in the meeting.

If the State of Emergency for COVID-19 expires prior to this meeting and after the
posting of this Agenda, this meeting will be held in person at the above listed
address.

We request that the public submit any comments in writing if practicable, which can be
sent to ajacobs@scvwa.org or mailed to April Jacobs, Board Secretary, Santa Clarita
Valley Water Agency, 27234 Bouquet Canyon Road, Santa Clarita, CA 91350. All
written comments received before 4:30 PM the day of the meeting will be distributed to
the Board members and posted on the Santa Clarita Valley Water Agency website prior
to the start of the meeting. Anything received after 4:30 PM the day of the meeting will
be made available at the meeting and will be posted on the SCV Water website the
following day.

1. REGULAR PROCEDURES

1.1. Call to Order

27234 BOUQUET CANYON ROAD + SANTA CLARITA, CALIFORNIA 91350-2173
PHONE NUMBER:661 297+1600 « FAX 661 297+1611

BOARD OF DIRECTORS

PRESIDENT
E. G."JERRY” GLADBACH

VICE PRESIDENT
JEFF FORD

ED COLLEY
GARY MARTIN
DAN MORTENSEN

EXECUTIVE DIRECTOR
MATTHEW G. STONE

GENERAL COUNSEL
BEST BEST AND KRIEGER

SECRETARY
APRIL JACOBS
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1.2. Public Comments — Members of the public may comment as to items within
the subject matter jurisdiction of the Agency that are not on the Agenda at
this time. Members of the public wishing to comment on items covered in
this Agenda may do so at the time each item is considered. (Comments
may, at the discretion of the Board’s presiding officer, be limited to three
minutes for each speaker.)

1.3. Approval of the Agenda

2. GENERAL AGENDA ITEMS PAGE

2.1. Approve Remote Meetings Pursuant to AB 361 Based on the State
of Emergency for COVID-19 and a Finding that State and Local
Officials Have Imposed or Recommended Measures to Promote
Social Distancing

2.2. * Approve Minutes of the January 4, 2022 Regular Upper Santa
Clara Valley Joint Powers Authority Meeting 5

2.3. * Approve a Resolution Adopting a Revised Investment Policy 7

3. ADJOURNMENT

* Indicates Attachment
é Indicates Handout

NOTICES

Any person may make a request for a disability-related modification or accommodation needed for
that person to be able to participate in the public meeting by telephoning April Jacobs, Secretary
to the Authority, at (661) 297-1600, or in writing to Santa Clarita Valley Water Agency at 27234
Bouquet Canyon Road, Santa Clarita, CA 91350. Requests must specify the nature of the
disability and the type of accommodation requested. A telephone number or other contact
information should be included so that Agency staff may discuss appropriate arrangements.
Persons requesting a disability-related accommodation should make the request with adequate
time before the meeting for the Agency to provide the requested accommodation.

Pursuant to Government Code Section 54957.5, non-exempt public records that relate to open
session agenda items and are distributed to a majority of the Board less than seventy-two (72)
hours prior to the meeting will be available for public inspection at the Santa Clarita Valley Water
Agency, located at 27234 Bouquet Canyon Road, Santa Clarita, CA 91350, during regular
business hours. When practical, these public records will also be made available on the Agency’s
Internet Website, accessible at http://www.yourscvwater.com.

Posted on February 9, 2022.
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Matt Stone
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Minutes of the Regular Meeting of the Upper Santa Clara Valley Joint Powers Authority —
January 4, 2022

A regular meeting of the Upper Santa Clara Valley Joint Powers Authority was held via
teleconference at 8:03 PM on Tuesday, January 4, 2022. A copy of the Agenda is inserted in
the Minute Book of the Authority preceding these minutes.

DIRECTORS PRESENT: Ed Colley, Jeff Ford, Jerry Gladbach, Gary Martin and Dan
Mortensen via teleconference.

DIRECTORS ABSENT: None.

Also present via teleconference: Board Secretary April Jacobs, Executive Director Matthew
Stone, General Counsel for SCV Water Joe Byrne, Treasurer Rochelle Patterson, SCV Water
Staff and members of the public.

President Gladbach called the meeting to order at 8:03 PM. A quorum was present.

There were no changes to the January 4, 2022 Authority Agenda and it was accepted as
shown (Iltem 1.3).

Upon motion of Director Martin, seconded by Director Colley and carried, the Authority voted
to hold virtual meetings pursuant to AB 361 based on the findings that (1) a state of
emergency related to COVID-19 is currently in effect and (2) Los Angeles County officials
continue to impose or recommend measures to promote social distancing by the following roll
call votes (ltem 2.1):

Director Colley Yes Vice President Ford Yes
President Gladbach Yes Director Martin Yes
Director Mortensen Yes

Upon motion of Director Colley, seconded by Director Mortensen and carried, the Authority
approved the November 2, 2021 regular Authority meeting minutes by the following roll call
votes (ltem 2.2):

Director Colley Yes Vice President Ford Yes
President Gladbach Yes Director Martin Yes
Director Mortensen Yes

Item 2.3 Election of Officers

Director Colley nominated Director Gladbach for President of the Authority and nominated
Director Ford for Vice President of the Authority.

Upon motion of Director Martin, seconded by Director Mortensen and carried by a slate vote,
the Authority elected the following officers:

Elected Officers:

President: Director Gladbach
Vice President: Director Ford
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Appointed Officers:
Board Secretary: April Jacobs
Treasurer: Rochelle Patterson

Executive Director: Matthew Stone

By the following roll call votes (ltem 2.3):

Director Colley Yes Director Ford Yes
Director Gladbach Yes Director Martin Yes
Director Mortensen Yes

Upon motion of Director Colley, seconded by Vice President Ford and carried, the Board
received and filed the combined USCVJPA Financial Statement which was included in SCV
Water’s Financial Statement for the Period of July 1, 2020 to June 30, 2021 by the following roll
call votes (ltem 2.4):

Director Colley Yes Vice President Ford Yes
President Gladbach Yes Director Martin Yes
Director Mortensen Yes

Upon motion of Director Colley, seconded by Director Mortensen and carried, the Board
received and filed the Fourth Quarter Fiscal Year 2020/21 and First Quarter Fiscal Year
2021/22 Investment Reports by the following roll call votes (ltem 2.5):

Director Colley Yes Vice President Ford Yes
President Gladbach Yes Director Martin Yes
Director Mortensen Yes

The meeting was adjourned at 8:22 PM (Item 3).

April Jacobs, Board Secretary

ATTEST:

President



ITEM NO.
2.3

UPPER SANTA CLARA VALLEY JOINT POWERS AUTHORITY

Date: February 8, 2022
To: Upper Santa Clara Valley Joint Powers Authority Board of Directors
From: Rochelle Patterson @0
Treasurer
Subject: Approve a Resolution Adopting a Revised Investment Policy

SUMMARY AND DISCUSSION

Pursuant to Government Code Section 53646, the California Legislature mandates that the
Authority annually prepare and adopt an Investment Policy. The Authority last adopted its policy in
February 2021.

General Counsel has advised that there are no legislative changes for 2022, but recommended
modifications in a few sections to represent best practices, as illustrated in the attached redlined
copy of the policy.

FINANCIAL CONSIDERATIONS

None.

RECOMMENDATION

That the Board of Directors of the Upper Santa Clara Valley Joint Powers Authority approve the
attached resolution adopting a revised Investment Policy.

RP

Attachments
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POLICIES, RULES AND REGULATIONS

Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221

Approved By: Board of Directors | DMS #24625

INVESTMENT POLICY

POLICY

11

1.2

1.3

1.4

WHEREAS; 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; and

WHEREAS; the legislative body of a local agency may invest surplus monies not
required for the immediate necessities of the local agency in accordance with the
provisions of California Government Code Sections 53601 et seq.; and

WHEREAS; the Treasurer of the Santa Clarita Valley Water Agency (“Agency”),
acting under the direction and authority of the Finance Committee of the Agency,
shall annually prepare and submit a statement of investment policy and such
policy, and any changes thereto, shall be considered by the Board of Directors at
a public meeting;

NOW THEREFORE, it shall be the policy of the Agency 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 Agency and
conforming to all statutes governing the investment of Agency funds.

SCOPE

This investment policy applies to all financial assets of the Agency. These funds are
accounted for in the annual Agency audit. The Agency pools all cash for investment
purposes. This policy is applicable, but not limited to all funds listed below:

General/Operating Fund - 101

Special Revenue Funds
a) One Percent Property Tax Fund_- 101
b) Facility Capacity Fee Fund_-202
c) State Water Project Fund - 204

Capital Project Fund
Debt Service Fund
Reserve Funds
Enterprise Fund
Grant Funds

Blended Component Units

INVESTMENT POLICY February 2022% 10of 14
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POLICIES, RULES AND REGULATIONS

Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221

Approved By: Board of Directors | DMS #24625

a) Devil's Den Water District — 970
b) Upper Santa Clara Valley JPA — 975
c) SCV Groundwater Sustainability Agency - 980

PRUDENCE; RESPONSIBILITY

3.1

3.2

Prudence: Investments shall be made with judgment and care, under
circumstances then prevailing, including, but not limited to, the general economic
conditions and the anticipated needs of the Agency, 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 (California
Government Code 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.

Responsibility: The Treasurer and other individuals assigned to manage the
investment portfolio, acting with the intent and scope of this investment policy
while exercising due diligence, shall be relieved of personal responsibility for the
credit risk and market price risk for securities held in the investment portfolio,
provided deviations from expectations are reported in a timely manner and
appropriate action is taken to control adverse developments.

OBJECTIVES
When investing, reinvesting, purchasing, acquiring, exchanging, selling and managing
public funds, the primary objectives, in priority order, of the investment activities shall be:

4.1

4.2

Safety: Safety of principal is the foremost objective of the investment program.
Investments of the Agency 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.

Liguidity: The investment portfolio will remain sufficiently liquid to enable the
Agency to meet all operating requirements and budgeted expenditures.
Investments will be undertaken with the expectation that unplanned expenses will

INVESTMENT POLICY February 2022% 20f14
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7.0

POLICIES, RULES AND REGULATIONS

Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221
Approved By: Board of Directors | DMS #24625

be incurred; therefore, portfolio liquidity will be created to cover reasonable
contingency costs.

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. The goal is to maximize return while ensuring that
safety and liquidity objectives are not compromised.

DELEGATION OF AUTHORITY

Authority to manage the investment program is derived from California Government
Code 53600, et seq. Overall accountability and authority for implementation of this policy
shall remain with the Board of Directors of the Agency and overseen by the Agency’s
Finance Committee. The day-to-day responsibility for management and implementation
of the investment program is hereby delegated to the Treasurer, who, where and when
appropriate, shall establish written procedures for the operation of the investment
program consistent with this investment policy. With this delegation the Treasurer is
given the authority to utilize internal staff and outside investment managers to assist in
the investment program. The Treasurer shall use care to assure that those assigned
responsibility to assist in the management of the Agency's portfolio do so in accordance
with this policy. 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 California Government Code 53600.3, the Treasurer is a trustee and a fiduciary
subject to the prudent investor standard.

ETHICS AND CONFLICTS OF INTEREST

The Treasurer and 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. Officials and staff members involved with the investment function shall
disclose to the Board of Directors any personal financial interest with a financial
institution, broker or investment issuer conducting business with the Agency. Officials
and staff members shall further disclose to the Board of Directors any personal financial
interest in any entity related to the investment performance of the Agency's portfolio.

AUTHORIZED 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

INVESTMENT POLICY February 2022% 30f14
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POLICIES, RULES AND REGULATIONS

Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221
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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 Agency’s account with that firm has reviewed the Agency’s
Investment Policy and that the firm understands the policy and intends to present
investment recommendations and transactions to the Agency that are appropriate under
the terms and conditions of the Investment Policy.

The Agency is a local agency authorized to invest surplus monies in the Local Agency
Investment Fund (LAIF). LAIF is a special trust fund in the custody of the State
Treasurer and the Local Investment Advisory Board created under Government Code
Section 16429.2, which advises the State Treasurer on the investment and reinvestment
of LAIF deposits. Each local agency with LAIF deposits has a separate account within
LAIF, but the total deposits in LAIF are managed as a pooled investment account. The
securities eligible for LAIF investments are statutorily specified in Government Code
Section 16430 and are more conservative than those investments permitted under
Government Code Section 53601, which governs the management of invested surplus
monies by local agencies. Accordingly, the Treasurer need not be concerned with the
gualifications of those financial institutions and broker/dealers with whom LAIF transacts
business.

PORTFOLIO MATURITY LIMITS

The maximum maturity for any single investment in the portfolio shall not exceed five
years. The maximum weighted average maturity for the investment portfolio shall not
exceed three years.

When a security has a mandatory put date, the put date should be used when
calculating weighted average portfolio maturity. When a security has an optional put
date, the optional put date should be used when calculating weighted average portfolio
maturity so long as the put is at the discretion of the Agency and the put price is equal to
or greater than the market value for the security. (A put is a contract that gives its holder
the right to sell an underlying security, commaodity, or currency before a certain date for a
predetermined price.)

INVESTMENT POLICY February 2022% 4 of 14
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Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221
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9.0 AUTHORIZED AND SUITABLE INVESTMENTS

The Agency is empowered by California Government Code 53601 et seq. to invest in the
following:

9.1

9.2

9.3

9.4

9.5

9.6

9.7

9.8

Bonds issued by the Agency.
United States Treasury Bills, Notes and Bonds.

Registered state warrants or treasury notes or bonds issued by the State of
California.

Registered treasury notes or bonds of any of the 49 United States in addition to
California, including bonds payable solely out of revenues from revenue-
producing property owned, controlled, or operated by a state or by a department,
board, agency, or authority of any of the other 49 United States, in addition to
California.

Bonds, notes, warrants or other evidence of debt issued by a 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 the local agency, or
by a department, board, agency, or authority of the local agency; and also including
pooled investment accounts sponsored by the State of California, County
Treasurers, other local agencies or Joint Powers Agencies. The LAIF is an
approved pooled investment account.

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.

Bankers’ acceptances otherwise known as bills of exchange or time drafts that
are drawn on and accepted by a commercial bank. Purchases of bankers’
acceptances may not exceed 180 days’ maturity or 40% of the Agency’s money
that may be invested pursuant to this policy. However, no more than 30% of the
Agency’s money can be invested in the bankers’ acceptances of any single
commercial bank.

Commercial paper of “prime” quality of the highest ranking or of the highest letter
and number rating as provided for by a nationally-recognized statistical-rating
organization. The entity that issues the commercial paper shall either be:

INVESTMENT POLICY February 2022% 5of 14
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9.8.1 organized and operating within the United States as a general
corporation, shall have total assets in excess of Five Hundred Million
Dollars ($500,000,000), and shall issue debt, other than commercial
paper, if any, that is rated in a rating category of “A” or its equivalent or
higher by a nationally-recognized statistical-rating organization; or

9.8.2 organized within the United States as a special-purpose corporation,
trust, or limited liability company, have program-wide credit
enhancements including, but not limited to, over collateralization, letters
of credit, or surety bond, and has commercial paper that is rated “A-1” or
higher, or the equivalent, by a nationally-recognized statistical-rating
organization.

Eligible commercial paper shall have a maximum maturity of 270 days or less.
The Agency shall invest no more than 25% of its money in eligible commercial
paper; provided that if the Agency has $100,000,000 or more of investment
assets under management, the Agency may invest no more than 40% of its
money in eligible commercial paper. The Agency shall invest no more than 10%
of its total investment assets in the commercial paper and medium-term notes of
any single issuer.

9.9 (i) Negotiable certificates of deposit issued by a nationally or state-chartered
bank, a savings association or a federal association (as defined by Section 5102
of the Financial Code), a state or federal credit union, or by a federal or state-
licensed branch of a foreign bank. Purchases of negotiable certificates of deposit
may not exceed 30% of the Agency’s money which may be invested pursuant to
this policy. The Board of Directors and the Treasurer are prohibited from
investing Agency funds, or funds in the Agency’s custody, in negotiable
certificates of deposit issued by a state or federal credit union if a member of the
Board of Directors, or any person with investment decision-making authority
within the Agency also serves on the Board of Directors, or any committee
appointed by the Board of Directors, or the credit committee or the supervisory
committee of the state or federal credit union issuing the negotiable certificates of
deposit.

(i) Deposits at a commercial bank, savings bank, savings and loan association or
credit union that uses a private sector entity that assists in the placement of such
certificates of deposit, pursuant to Government Code Section 53601.8. Deposits
shall be subject to Government Code Section 53638 and may not exceed 50% of
the Agency’s money which may be invested pursuant to this policy.

INVESTMENT POLICY February 2022% 6 of 14
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Repurchase/Reverse Repurchase Agreements of any securities authorized by
Section 53061. The market value of securities that underlay a repurchase
agreement shall be valued at ere-hundred-two-percent(102%) or greater of the
funds borrowed against those securities, and are subject to the special limits and
conditions of California Government Code 53601(j).

Medium term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of 5 years or less, issued by
corporations organized and operating with the United States or by depository
institutions licensed by the United States or any state and operating within the
United States. Notes eligible for investment under this subdivision shall be rated
in a rating category of “A” or its equivalent or better by a nationally recognized
rating service. Purchases of medium-term notes shall not include other
instruments authorized by this policy and shall not exceed 30% of the Agency’s
money which may be invested pursuant to this policy. The Agency may invest no
more than 10% of its total investment assets in the commercial paper and the
medium-term notes of any single issuer.

Shares of beneficial interest issued by diversified management companies
(mutual funds) investing in the securities and obligations authorized by this
policy, and shares in money market mutual funds, subject to the restrictions of
California Government Code Section 53601(l). The purchase price of
investments under this subdivision shall not exceed 20% of the Agency’s
investments under this policy. However, no more than 10% of the Agency’s
money may be invested in any one mutual fund.

Moneys held by a trustee or fiscal agent and pledged to the payment or security
of bonds or other indebtedness, or obligations under a lease, installment sale, or
other agreement of a local agency, or certificates of participation in those bonds,
indebtedness, or lease installment sale, or other agreements, may be invested in
accordance with the statutory provisions governing the issuance of those bonds,
indebtedness, or lease installment sale, or other agreement, or to the extent not
inconsistent therewith or if there are no specific statutory provisions, in
accordance with the ordinance, resolution, indenture, or agreement of the local
agency providing for the issuance.

Notes, bonds, or other obligations that are at all times secured by a valid first
priority security interest in securities of the types listed by California Government
Code Section 53651 as eligible securities for the purpose of securing local
agency deposits having a market value at least equal to that required by

INVESTMENT POLICY February 2022% 7 of 14
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California Government Code Section 53652 for the purpose of securing local
agency deposits. The securities serving as collateral shall be placed by delivery
or book entry into the custody of a trust company or the trust department of a
bank which is not affiliated with the issuer of the secured obligation, and the
security interest shall be perfected in accordance with the requirements of the
Uniform Commercial Code or federal regulations applicable to the types of
securities in which the security interest is granted.

9.15 A mortgage passthrough security, collateralized mortgage obligation, mortgage-
backed or other pay-through bond, equipment lease-backed certificate,
consumer receivable passthrough certificate, or consumer receivable-backed
bond of a maximum of five years' maturity. Securities eligible for investment
under this subdivision shall be issued by an issuer having an “A” or higher rating
for the issuer's debt as provided by a nationally recognized rating service and
rated in a rating category of “AA” or its equivalent or better by a nationally
recognized rating service. Purchase of securities authorized by this subdivision

may not exceed 20% of the Agency's surplus moneys that may be mvested

9.16 Shares of beneficial interest issued by a joint powers authority organized
pursuant to Section 6509.7 that invests in the securities and obligations
authorized under Government Code Section 53601. Each share shall represent
an equal proportional interest in the underlying pool of securities owned by the
joint powers authority. To be eligible, the joint powers authority issuing the shares
must have retained an investment advisor that is registered or exempt from
registration with the Securities and Exchange Commission, have not less than
five years of experience in investing in the securities and obligations authorized
under Government Code Section 53601, and have assets under management in
excess of five hundred million dollars ($500,000,000).

9.17 Proposition 1A receivables sold pursuant to California Government Code Section
53999. A “Proposition 1A receivable” constitutes the right to payment of moneys

INVESTMENT POLICY February 20221 8of 14



POLICIES, RULES AND REGULATIONS

Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221
Approved By: Board of Directors | DMS #24625

due or to become due to a local agency, pursuant to clause (iii) of subparagraph
(B) of paragraph (1) of subdivision (a) of Section 25.5 of Article XIII of the
California Constitution and Section 100.06 of the Revenue and Taxation Code.

9.18 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 its equivalent or
better by an-NRSROa nationally recognized rating service and shall not exceed
30 percent of the aAgency's moneys that may be invested pursuant to this
policysection.

9.19 Deposits at a commercial bank, savings bank, savings and loan association or
credit union that uses a private sector entity that assists in the placement of such
certificates of deposit, pursuant to Government Code Section 53601.8. Deposits
shall be subject to Government Code Section 53638 and may not exceed 50% of
the District’'s money which may be invested pursuant to this policy.

9.1920 Any other investment security authorized under the provisions of California
Government Code Sections 5922 and 53601.
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Local Agency Bonds 5 years None None 53601(a)
U.S. Treasury Obligations 5 years None None 53601(b)
State Obligations— 5 yoars None None 53601(c)
GA And Others e : ' 53601(d)
CA Local Agency Obligations 5 years None None 53601(e)
U.S Agency Obligations 5 years None None 53601(f)
Bankers' Acceptances 180 days 40% None 53601(g)
Highest letter and
Commercial Paper—Non-Pooled Funds 270 days 25% of the number rating by a 53601(h)I2)c)
(under $100,000,000 of investments) or less agency's money nationally recognized
rati rvice
Highest letter and
Commercial Paper—Non-Pooled Funds 270 days 40% of the number rating by a 53601(h)2)c)
(min. $100,000,000 of investments) or less agency's money nationally recognized
rating service
Highest letter and
Commercial Paper— 270 days 40% of the number rating by a 53635(a)(1)
Pocled Funds' or less agency's money nationally recognized
rating service
Negotiable Certificates of Deposit 5 years 30% None 53601(i)
Non-negotiable Certificates of Deposit 5 years None None 53630 et seq
Placement Service .
i 5 years 50% None 53601.8 and 53635.8
Deposits
Placement Service
. 5 years 50% None 53601.8 and 53635.8
Certificates of Deposit
Repurchase Agreements 1 year None None 53601(j)
Reverse Repurchase Agreements and 20% of the base §
Securities Lending Agreements g value of the portfolio None 53601()
. 5 years “A” rating category or
Medium-Term Notes 30% . X 53601(k)
or less its equivalent or better
Mutual Funds And Money o . 53601() and
Market Mutual Funds N/ 20% Multiple 53601.6(0)
53630 et seq.
>ollateralized B >
Collateralized Bank Deposits 5 years None None and 53601(n)
Mortgage Pass-Through and 5 years o “AA” rating category or
Asset-Backed Securities or less 20% its equivalent or better 53601(0)
County Pooled N/A None None 27133
Investment Funds
Joint Powers Authority Pool N/A None Multiple 53601(p)
Local Agency Investment Fund (LAIF) N/A None None 1642941
Voluntary Investment Program Fund N/A None None 16340
Supranational Obligations S years 30% _AA rating category or 53601(q)
or less its equivalent or better
. 53601(r), 53635(c)
Public Bank Obligations 5 years None None and 57603
INVESTMENT POLICY February 20221
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Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221

Approved By: Board of Directors | DMS #24625

10.0 PROHIBITED INVESTMENTS

The following are prohibited:

10.1

Investment in futures and options.

10.2

Investment in inverse floaters, range notes, or mortgage derived interest-only

10.3

strips. (Gov. Code §53601.6.)

Investment in any security that could result in a zero interest accrual if held to

104

maturity. Under a provision sunsetting on January 1, 2026, securities backed by
the U.S. Government that could result in a zero- or negative-interest accrual if
held to maturity are permitted. (Gov. Code 853601.6.)

Trading securities for the sole purpose of speculating on the future direction of

10.5

interest rates.

Purchasing or selling securities on margin.

10.6

The use of reverse repurchase agreements as a form of leverage, securities

10.7

lending or any other form of borrowing or leverage.

The purchase of foreign currency denominated securities.

110.0 COLLATERALIZATION

require any depository to adhere to the collateralization requirements of Government

Code section 53652.

122.0 SAFEKEEPING AND CUSTODY

All securities owned by the Agency, except collateral for repurchase agreements, will be
held in safekeeping at a third party bank trust department that will act as agent for the
Agency under terms of a custody agreement.

Securities used as collateral for repurchase agreements with a term of up to seven days
can be safe kept by a third party bank trust department, or by the broker/dealer's

INVESTMENT POLICY February 20223 110of 14
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Title: INVESTMENT POLICY

Approval Date: February 20221 Effective Date: February 20221
Approved By: Board of Directors | DMS #24625

safekeeping institution, acting as agent for the Agency under the terms of a custody
agreement executed by the broker/dealer and the Agency and specifying the Agency's
perfected ownership of the collateral.

Payment for all transactions will be conducted on a delivery-versus-payment (DVP)
basis.

LEVERAGING

Investments may not be purchased on margin. Securities can be purchased on a "When
Issued" basis only when a cash balance can be maintained to pay for the securities on
the purchase settlement date.

DIVERSIFICATION

The Agency will diversify its investments by security type and institution. Assets shall be
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.

Diversification strategies shall be reviewed and revised periodically. In establishing
specific diversification strategies, the following general policies and constraints shall

apply:

143.1 Portfolio maturity dates shall be matched versus liabilities to avoid undue
concentration in a specific maturity sector.

143.2 Maturities selected shall provide for stability of income and liquidity.
143.3 Disbursement and payroll dates shall be covered through maturities of
investments, marketable United States Treasury bills or other cash equivalent

instruments such as money market mutual funds.

14.4  No more than 5% of the total portfolio may be deposited with or invested in

securities issued by any single issuer unless except treasuries, agencies,
Supranationals, and money market funds and otherwise specified in this policy.

14.5 If a security owned by the Agency is downgraded to a level below the

requirements of this policy, making the security ineligible for additional
purchases, the following steps will be taken:

a. Any actions taken related to the downgrade by the investment
manager will be communicated to the Treasurer in a timely manner.

INVESTMENT POLICY February 2022% 12 of 14
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b. If adecision is made to retain the security, the credit situation will be
monitored and reported to the Board of Directors.

14.6  Credit risk is the risk that a security or a portfolio will lose some or all its value
due to a real or perceived change in the ability of the issuer to repay its debt. The
Agency will mitigate credit risk by adopting diversification requirements, issuer
limitations and downgrade language. The Agency may elect to sell a security
prior to its maturity and record a capital gain or loss to manage the quality,
liguidity or yield of the portfolio in response to market conditions or the Agency’s
risk preferences.

REPORTING

The Treasurer shall submit to each member of the Board of Directors an investment
report at least monthly. 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 Agency by third
party contracted managers. The report will also include the source of the portfolio
valuation. For funds, which 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 Agency will meet its expenditure
obligations for the next six months as required by Government Code Section
53646(b)(2) and (3), respectively. The Treasurer shall maintain a complete and timely
record of all investment transactions.

INTERNAL CONTROLS

The Treasurer is responsible for establishing and maintaining an internal control

structure designed to ensure that the assets of the entity are protected from loss, theft or
misuse. The internal control structure shall be designed to provide reasonable
assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benéefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgments by

management.

Periodically, as deemed appropriate by the Agency and/or the Board of Directors, an
independent analysis by an external auditor shall be conducted to review internal
controls, account activity and compliance with policies and procedures.

INVESTMENT POLICY February 20223 13 of 14
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PORTFOLIO REVIEW AND PERFORMANCE EVALUATION:

185.0

The Treasurer shall periodically, but no less than quarterly, review the portfolio to identify
investments that do not comply with this investment policy and establish protocols for
reporting major and critical incidences of noncompliance to the Board of Directors.

The investment portfolio shall be designed to attain a market-average rate of return
throughout budgetary and economic cycles, taking into account the Agency’s risk
constraints, the cash flow characteristics of the portfolio, and state and local laws,
ordinances or resolutions that restrict investments.

The Treasurer shall monitor and evaluate the portfolio’s performance relative to the
chosen market benchmark(s), which will be included in the Treasurer’s quarterly report.
The Treasurer shall select an appropriate, readily available index to use as a market
benchmark.

INVESTMENT POLICY ADOPTION

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

(Originally Adopted February 2018; Re-adopted January 2019; Revised February 2020,
February 2021, February 2022)
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2.0

RESOLUTION NO.

A RESOLUTION OF THE
UPPER SANTA CLARA VALLEY JOINT POWERS AUTHORITY
ADOPTING A REVISED INVESTMENT POLICY

POLICY

1.1

1.2

1.3

1.4

WHEREAS; 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; and

WHEREAS; the legislative body of a local agency may invest surplus monies not
required for the immediate necessities of the local agency in accordance with the
provisions of California Government Code Sections 53601 et seq.; and

WHEREAS; the Treasurer of the Santa Clarita Valley Water Agency (“Agency”),
acting under the direction and authority of the Finance Committee of the Agency,
shall annually prepare and submit a statement of investment policy and such
policy, and any changes thereto, shall be considered by the Board of Directors at
a public meeting;

NOW THEREFORE, it shall be the policy of the Agency 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 Agency and
conforming to all statutes governing the investment of Agency funds.

SCOPE

This investment policy applies to all financial assets of the Agency. These funds are
accounted for in the annual Agency audit. The Agency pools all cash for investment
purposes. This policy is applicable, but not limited to all funds listed below:

General/Operating Fund - 101

Special Revenue Funds
a) One Percent Property Tax Fund - 101
b) Facility Capacity Fee Fund -202
c) State Water Project Fund - 204

Capital Project Fund
Debt Service Fund
Reserve Funds
Enterprise Fund
Grant Funds

Blended Component Units
a) Devil's Den Water District — 970
b) Upper Santa Clara Valley JPA — 975
c) SCV Groundwater Sustainability Agency - 980
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3.0

4.0

5.0

PRUDENCE; RESPONSIBILITY

3.1

3.2

Prudence: Investments shall be made with judgment and care, under
circumstances then prevailing, including, but not limited to, the general economic
conditions and the anticipated needs of the Agency, 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 (California
Government Code 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.

Responsibility: The Treasurer and other individuals assigned to manage the
investment portfolio, acting with the intent and scope of this investment policy
while exercising due diligence, shall be relieved of personal responsibility for the
credit risk and market price risk for securities held in the investment portfolio,
provided deviations from expectations are reported in a timely manner and
appropriate action is taken to control adverse developments.

OBJECTIVES
When investing, reinvesting, purchasing, acquiring, exchanging, selling and managing
public funds, the primary objectives, in priority order, of the investment activities shall be:

4.1

4.2

4.3

Safety: Safety of principal is the foremost objective of the investment program.
Investments of the Agency 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.

Liquidity: The investment portfolio will remain sufficiently liquid to enable the
Agency to meet all operating requirements and budgeted expenditures.
Investments will be undertaken with the expectation that unplanned expenses will
be incurred; therefore, portfolio liquidity will be created to cover reasonable
contingency costs.

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. The goal is to maximize return while ensuring that
safety and liquidity objectives are not compromised.

DELEGATION OF AUTHORITY

Authority to manage the investment program is derived from California Government
Code 53600, et seq. Overall accountability and authority for implementation of this policy
shall remain with the Board of Directors of the Agency and overseen by the Agency’s
Finance Committee. The day-to-day responsibility for management and implementation



6.0

7.0

of the investment program is hereby delegated to the Treasurer, who, where and when
appropriate, shall establish written procedures for the operation of the investment
program consistent with this investment policy. With this delegation the Treasurer is
given the authority to utilize internal staff and outside investment managers to assist in
the investment program. The Treasurer shall use care to assure that those assigned
responsibility to assist in the management of the Agency's portfolio do so in accordance
with this policy. 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 California Government Code 53600.3, the Treasurer is a trustee and a fiduciary
subject to the prudent investor standard.

ETHICS AND CONFLICTS OF INTEREST

The Treasurer and 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. Officials and staff members involved with the investment function shall
disclose to the Board of Directors any personal financial interest with a financial
institution, broker or investment issuer conducting business with the Agency. Officials
and staff members shall further disclose to the Board of Directors any personal financial
interest in any entity related to the investment performance of the Agency's portfolio.

AUTHORIZED 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 Agency’s account with that firm has reviewed the Agency’s
Investment Policy and that the firm understands the policy and intends to present
investment recommendations and transactions to the Agency that are appropriate under
the terms and conditions of the Investment Policy.

The Agency is a local agency authorized to invest surplus monies in the Local Agency
Investment Fund (LAIF). LAIF is a special trust fund in the custody of the State
Treasurer and the Local Investment Advisory Board created under Government Code
Section 16429.2, which advises the State Treasurer on the investment and reinvestment
of LAIF deposits. Each local agency with LAIF deposits has a separate account within
LAIF, but the total deposits in LAIF are managed as a pooled investment account. The
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9.0

securities eligible for LAIF investments are statutorily specified in Government Code
Section 16430 and are more conservative than those investments permitted under
Government Code Section 53601, which governs the management of invested surplus
monies by local agencies. Accordingly, the Treasurer need not be concerned with the
qualifications of those financial institutions and broker/dealers with whom LAIF transacts
business.

PORTFOLIO MATURITY LIMITS

The maximum maturity for any single investment in the portfolio shall not exceed five
years. The maximum weighted average maturity for the investment portfolio shall not
exceed three years.

When a security has a mandatory put date, the put date should be used when
calculating weighted average portfolio maturity. When a security has an optional put
date, the optional put date should be used when calculating weighted average portfolio
maturity so long as the put is at the discretion of the Agency and the put price is equal to
or greater than the market value for the security. (A put is a contract that gives its holder
the right to sell an underlying security, commodity, or currency before a certain date for a
predetermined price.)

AUTHORIZED AND SUITABLE INVESTMENTS
The Agency is empowered by California Government Code 53601 et seq. to invest in the
following:

9.1 Bonds issued by the Agency.
9.2 United States Treasury Bills, Notes and Bonds.

9.3 Registered state warrants or treasury notes or bonds issued by the State of
California.

9.4 Registered treasury notes or bonds of any of the 49 United States in addition to
California, including bonds payable solely out of revenues from revenue-
producing property owned, controlled, or operated by a state or by a department,
board, agency, or authority of any of the other 49 United States, in addition to
California.

9.5 Bonds, notes, warrants or other evidence of debt issued by a 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 the local agency, or
by a department, board, agency, or authority of the local agency; and also including
pooled investment accounts sponsored by the State of California, County
Treasurers, other local agencies or Joint Powers Agencies. The LAIF is an
approved pooled investment account.

9.6 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.



9.7

9.8

9.9

Bankers’ acceptances otherwise known as bills of exchange or time drafts that
are drawn on and accepted by a commercial bank. Purchases of bankers’
acceptances may not exceed 180 days’ maturity or 40% of the Agency’s money
that may be invested pursuant to this policy. However, no more than 30% of the
Agency’s money can be invested in the bankers’ acceptances of any single
commercial bank.

Commercial paper of “prime” quality of the highest ranking or of the highest letter
and number rating as provided for by a nationally-recognized statistical-rating
organization. The entity that issues the commercial paper shall either be:

9.8.1 organized and operating within the United States as a general
corporation, shall have total assets in excess of Five Hundred Million
Dollars ($500,000,000), and shall issue debt, other than commercial
paper, if any, that is rated in a rating category of “A” or its equivalent or
higher by a nationally-recognized statistical-rating organization; or

9.8.2 organized within the United States as a special-purpose corporation,
trust, or limited liability company, have program-wide credit
enhancements including, but not limited to, over collateralization, letters
of credit, or surety bond, and has commercial paper that is rated “A-1” or
higher, or the equivalent, by a nationally-recognized statistical-rating
organization.

Eligible commercial paper shall have a maximum maturity of 270 days or less.
The Agency shall invest no more than 25% of its money in eligible commercial
paper; provided that if the Agency has $100,000,000 or more of investment
assets under management, the Agency may invest no more than 40% of its
money in eligible commercial paper. The Agency shall invest no more than 10%
of its total investment assets in the commercial paper and medium-term notes of
any single issuer.

(i) Negotiable certificates of deposit issued by a nationally or state-chartered
bank, a savings association or a federal association (as defined by Section 5102
of the Financial Code), a state or federal credit union, or by a federal or state-
licensed branch of a foreign bank. Purchases of negotiable certificates of deposit
may not exceed 30% of the Agency’s money which may be invested pursuant to
this policy. The Board of Directors and the Treasurer are prohibited from
investing Agency funds, or funds in the Agency’s custody, in negotiable
certificates of deposit issued by a state or federal credit union if a member of the
Board of Directors, or any person with investment decision-making authority
within the Agency also serves on the Board of Directors, or any committee
appointed by the Board of Directors, or the credit committee or the supervisory
committee of the state or federal credit union issuing the negotiable certificates of
deposit.

(ii) Deposits at a commercial bank, savings bank, savings and loan association or
credit union that uses a private sector entity that assists in the placement of such
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9.10

9.11

9.12

9.13

9.14

certificates of deposit, pursuant to Government Code Section 53601.8. Deposits
shall be subject to Government Code Section 53638 and may not exceed 50% of
the Agency’s money which may be invested pursuant to this policy.

Repurchase/Reverse Repurchase Agreements of any securities authorized by
Section 53061. The market value of securities that underlay a repurchase
agreement shall be valued at 102% or greater of the funds borrowed against those
securities, and are subject to the special limits and conditions of California
Government Code 53601(j).

Medium term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of 5 years or less, issued by
corporations organized and operating with the United States or by depository
institutions licensed by the United States or any state and operating within the
United States. Notes eligible for investment under this subdivision shall be rated
in a rating category of “A” or its equivalent or better by a nationally recognized
rating service. Purchases of medium-term notes shall not include other
instruments authorized by this policy and shall not exceed 30% of the Agency’s
money which may be invested pursuant to this policy. The Agency may invest no
more than 10% of its total investment assets in the commercial paper and the
medium-term notes of any single issuer.

Shares of beneficial interest issued by diversified management companies
(mutual funds) investing in the securities and obligations authorized by this
policy, and shares in money market mutual funds, subject to the restrictions of
California Government Code Section 53601(l). The purchase price of
investments under this subdivision shall not exceed 20% of the Agency’s
investments under this policy. However, no more than 10% of the Agency’s
money may be invested in any one mutual fund.

Moneys held by a trustee or fiscal agent and pledged to the payment or security
of bonds or other indebtedness, or obligations under a lease, installment sale, or
other agreement of a local agency, or certificates of participation in those bonds,
indebtedness, or lease installment sale, or other agreements, may be invested in
accordance with the statutory provisions governing the issuance of those bonds,
indebtedness, or lease installment sale, or other agreement, or to the extent not
inconsistent therewith or if there are no specific statutory provisions, in
accordance with the ordinance, resolution, indenture, or agreement of the local
agency providing for the issuance.

Notes, bonds, or other obligations that are at all times secured by a valid first
priority security interest in securities of the types listed by California Government
Code Section 53651 as eligible securities for the purpose of securing local
agency deposits having a market value at least equal to that required by
California Government Code Section 53652 for the purpose of securing local
agency deposits. The securities serving as collateral shall be placed by delivery
or book entry into the custody of a trust company or the trust department of a
bank which is not affiliated with the issuer of the secured obligation, and the
security interest shall be perfected in accordance with the requirements of the



9.15

9.16

9.17

9.18

9.19

9.20

Uniform Commercial Code or federal regulations applicable to the types of
securities in which the security interest is granted.

A mortgage passthrough security, collateralized mortgage obligation, mortgage-
backed or other pay-through bond, equipment lease-backed certificate,
consumer receivable passthrough certificate, or consumer receivable-backed
bond of a maximum of five years' maturity. Securities eligible for investment
under this subdivision shall be issued by an issuer having an “A” or higher rating
for the issuer's debt as provided by a nationally recognized rating service and
rated in a rating category of “AA” or its equivalent or better by a nationally
recognized rating service. Purchase of securities authorized by this subdivision
may not exceed 20% of the Agency's surplus moneys that may be invested
pursuant to this policy.

Shares of beneficial interest issued by a joint powers authority organized
pursuant to Section 6509.7 that invests in the securities and obligations
authorized under Government Code Section 53601. Each share shall represent
an equal proportional interest in the underlying pool of securities owned by the
joint powers authority. To be eligible, the joint powers authority issuing the shares
must have retained an investment advisor that is registered or exempt from
registration with the Securities and Exchange Commission, have not less than
five years of experience in investing in the securities and obligations authorized
under Government Code Section 53601, and have assets under management in
excess of five hundred million dollars ($500,000,000).

Proposition 1A receivables sold pursuant to California Government Code Section
53999. A “Proposition 1A receivable” constitutes the right to payment of moneys
due or to become due to a local agency, pursuant to clause (iii) of subparagraph
(B) of paragraph (1) of subdivision (a) of Section 25.5 of Article XlII of the
California Constitution and Section 100.06 of the Revenue and Taxation Code.

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 its equivalent or
better by a nationally recognized rating service and shall not exceed 30 percent
of the Agency's moneys that may be invested pursuant to this policy.

Deposits at a commercial bank, savings bank, savings and loan association or
credit union that uses a private sector entity that assists in the placement of such
certificates of deposit, pursuant to Government Code Section 53601.8. Deposits
shall be subject to Government Code Section 53638 and may not exceed 50% of
the District’'s money which may be invested pursuant to this policy.

Any other investment security authorized under the provisions of California
Government Code Sections 5922 and 53601.
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Local Agency Bonds 5 years None None 53601(a)
U.S. Treasury Obligations 5 years None None 53601(b)
State Obligations— 5 vears None None 53601(c)
CA And Others e ' ‘ 53601(d)
CA Local Agency Obligations 5 years None None 53601(e)
U.S Agency Obligations 5 years None None 53601(f)
Bankers' Acceptances 180 days 40% None 53601(g)
Highest letter and number
Commercial Paper—Non-Pooled Funds 270 days 25% of the rating by a nationally
i i i 1
(under $100,000,000 of investments) or less agency’s money recognized rating service 53601(hi2Xc)
Highest letter and number
Commercial Paper—Non-Pooled Funds 270 days 40% of the rating by a nationally
i i i 1(h)2
{min. $100,000,000 of investments) or less agency's maney recognized rating service 53601 (h)2Xc)
Highest letter and number

> i — 0, rating by a nationally
Commercial Paper 270 days 409 ’ of the recognized rating service 53635(a)(1)
Pooled Funds' or less agency's money
Negotiable Certificates of Deposit 5 years 30% None 53601(i)
Non-negotiable Certificates of Deposit 5 years None None 53630 et seq.
Placement Service 4

) 5 years 50% None 53601.8 and 53635.8

Deposits
Placement Service

. , 5 years 50% None 53601.8 and 53635.8
Certificates of Deposit
Repurchase Agreements 1 year None None 53601(j)
Reverse Repurchase Agreements and 20% of the base .
Securities Lending Agreements e value of the portfolio None 536010)
Medium-Term Motes 5 yeiIQ 30% . a ratllng category or 53601(k)

or less its equivalent or better

Mutual Funds And Money o ) 53601(l) and
Market Mutual Funds N/A 20% Multiple 53601.6(b)

N ) ) 53630 et seq.
Collateralized Bank Deposits 5 years None None and 53601(n)
Mortgage Pass-Through and 5 years “AA” rating category or

20% 1
Asset-Backed Securities or less 0% its equivalent or better 53601(0)
County Pooled N/A None None 27133
Investment Funds
Joint Powers Authority Pool N/A None Multiple 53601(p)
Local Agency Investment Fund (LAIF) N/A None None 164291
Voluntary Investment Program Fund N/A None None 16340
. . 5 years “AA rati
Supranational Obligations Y 30% _AA rqtmg category or 53601(q)
or less its equivalent or hetter
[ =
Public Bank Obligations 5 years None None 53601(r), 53635(c)

and 57603




10.0

12.0

13.0

PROHIBITED INVESTMENTS
The following are prohibited:

10.1  Investment in futures and options.

10.2 Investment in inverse floaters, range notes, or mortgage derived interest-only
strips. (Gov. Code §53601.6.)

10.3 Investment in any security that could result in a zero interest accrual if held to
maturity. Under a provision sunsetting on January 1, 2026, securities backed by
the U.S. Government that could result in a zero- or negative-interest accrual if
held to maturity are permitted. (Gov. Code §53601.6.)

10.4 Trading securities for the sole purpose of speculating on the future direction of
interest rates.

10.5 Purchasing or selling securities on margin.

10.6 The use of reverse repurchase agreements as a form of leverage, securities
lending or any other form of borrowing or leverage.

10.7 The purchase of foreign currency denominated securities.
COLLATERALIZATION

The Agency shall require any depository to adhere to the collateralization requirements
of Government Code section 53652.

SAFEKEEPING AND CUSTODY

All securities owned by the Agency, except collateral for repurchase agreements, will be
held in safekeeping at a third party bank trust department that will act as agent for the
Agency under terms of a custody agreement.

Securities used as collateral for repurchase agreements with a term of up to seven days
can be safe kept by a third party bank trust department, or by the broker/dealer's
safekeeping institution, acting as agent for the Agency under the terms of a custody
agreement executed by the broker/dealer and the Agency and specifying the Agency's
perfected ownership of the collateral.

Payment for all transactions will be conducted on a delivery-versus-payment (DVP)
basis.

LEVERAGING

Investments may not be purchased on margin. Securities can be purchased on a "When
Issued" basis only when a cash balance can be maintained to pay for the securities on
the purchase settlement date.
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14.0

15.0

DIVERSIFICATION

The Agency will diversify its investments by security type and institution. Assets shall be
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.

Diversification strategies shall be reviewed and revised periodically. In establishing
specific diversification strategies, the following general policies and constraints shall

apply:

14.1  Portfolio maturity dates shall be matched versus liabilities to avoid undue
concentration in a specific maturity sector.

14.2 Maturities selected shall provide for stability of income and liquidity.

14.3 Disbursement and payroll dates shall be covered through maturities of
investments, marketable United States Treasury bills or other cash equivalent
instruments such as money market mutual funds.

14.4 No more than 5% of the total portfolio may be deposited with or invested in
securities issued by any single issuer unless except treasuries, agencies,
Supranationals, and money market funds and otherwise specified in this policy.

14.5 If a security owned by the Agency is downgraded to a level below the
requirements of this policy, making the security ineligible for additional
purchases, the following steps will be taken:

a. Any actions taken related to the downgrade by the investment
manager will be communicated to the Treasurer in a timely manner.

b. If a decision is made to retain the security, the credit situation will be
monitored and reported to the Board of Directors.

14.6  Credit risk is the risk that a security or a portfolio will lose some or all its value
due to a real or perceived change in the ability of the issuer to repay its debt. The
Agency will mitigate credit risk by adopting diversification requirements, issuer
limitations and downgrade language. The Agency may elect to sell a security
prior to its maturity and record a capital gain or loss to manage the quality,
liquidity or yield of the portfolio in response to market conditions or the Agency’s
risk preferences.

REPORTING

The Treasurer shall submit to each member of the Board of Directors an investment
report at least monthly. 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 Agency by third
party contracted managers. The report will also include the source of the portfolio
valuation. For funds, which 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 Agency will meet its expenditure
obligations for the next six months as required by Government Code Section
53646(b)(2) and (3), respectively. The Treasurer shall maintain a complete and timely
record of all investment transactions.

16.0 INTERNAL CONTROLS
The Treasurer is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the entity are protected from loss, theft or
misuse. The internal control structure shall be designed to provide reasonable
assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgments by
management.

Periodically, as deemed appropriate by the Agency and/or the Board of Directors, an
independent analysis by an external auditor shall be conducted to review internal
controls, account activity and compliance with policies and procedures.

17.0 PORTFOLIO REVIEW AND PERFORMANCE EVALUATION:
The Treasurer shall periodically, but no less than quarterly, review the portfolio to identify
investments that do not comply with this investment policy and establish protocols for
reporting major and critical incidences of noncompliance to the Board of Directors.

The investment portfolio shall be designed to attain a market-average rate of return
throughout budgetary and economic cycles, taking into account the Agency’s risk
constraints, the cash flow characteristics of the portfolio, and state and local laws,
ordinances or resolutions that restrict investments.

The Treasurer shall monitor and evaluate the portfolio’s performance relative to the
chosen market benchmark(s), which will be included in the Treasurer’s quarterly report.
The Treasurer shall select an appropriate, readily available index to use as a market
benchmark.

18.0 INVESTMENT POLICY ADOPTION
The Investment Policy shall be adopted by resolution of the Agency. Moreover, the
Policy shall be reviewed on an annual basis, and modifications must be approved by the
Board of Directors.

(Originally Adopted February 2018; Re-adopted January 2019; Revised February 2020,
February 2021, February 2022)
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