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MFP Finance Authority 

AGENDA 
 

BOARD OF DIRECTORS 
MIDDLE FORK PROJECT 

FINANCE AUTHORITY 
 

Thursday, April 17, 2014 
10:00 a.m., Regular Meeting 

 
American River Room 

Placer County Water Agency 
144 Ferguson Road 
Auburn, California 

 
Members of the Board of Directors: 

 

PLACER COUNTY WATER AGENCY COUNTY OF PLACER 
Primo Santini, District 2 Robert Weygandt, District 2 
Mike Lee, District 3, Vice-Chair Jim Holmes, District 3, Chair 

 

A. Call to Order  
 
1. Roll call 

 
 2. Pledge of Allegiance 

 
B. Public Comment:  Any member of the public may address the Authority Board on any matter within the 

jurisdictional authority of the Authority Board, or on any item of this agenda before or during the Authority 
Board’s consideration of that item.  Public comment is limited to three minutes per person or spokesperson 
of any group or such other time limit as may be imposed by the Chair in order to enable the Authority Board 
to complete its agenda within a reasonable period of time. 

 
C. Agenda Review and Changes 
 

D. Consent Calendar: All items listed under the consent calendar are considered to be routine and will be 

approved by one motion.  There will be no separate discussion of these items unless a member of the Board, 
audience, or staff requests a specific item be removed from the consent calendar for separate action.  Any 
item so removed will be taken up following the motion to approve the consent calendar. 

 
1. Approve January 16, 2014, minutes.  

 
 2. Receive and file Check Register 14-02 expenses disbursed. 
 

3. Receive and file Treasurer’s Investment Report for quarters ended January 31, 
February 28, and March 31, 2014. 
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E. General Items   

 
1. Receive report on 2014 hydrology and energy market conditions and Middle Fork 

Project operations and maintenance status.  Take action as appropriate. 
 

2. Receive report from Energy Transaction Working Group on market performance 
and power sale policy development.  Take action as appropriate. 

 
3 Adopt Resolution 14-__ adopting revised Annual Investment Policy that would 

replace existing 2014 Investment Policy.  Take action as appropriate. 
 

4. Receive and file the following Middle Fork Project Finance Authority reports; take 
action as appropriate: 
a. 2013 Year-end Schedules:  Budget & Actual Schedules with significant variance 

explanations;  
b. Active Capital Projects Budget and Expense; 
c. Reserve Schedule with targets, activity and year-end balance; 
d. Auditor’s Memorandum on Internal Control and Required Communications for 

the year ended December 31, 2013; 
e. Audited Financial Statements for the year ended December 31, 2013. 

 
5. Receive and file Middle Fork Project Finance Authority year-to-date Budget & Actual 

Schedules through March 31, 2014.  Take action as appropriate. 
 

F. Reports by Directors:  In accordance with Government Code § 54954.2(a), Directors may make 
brief announcements or brief reports on their own activities.  They may ask questions for 
clarification, make a referral to staff or take action to have staff place a matter of business on a 
future agenda. 

 
G. Reports by Legal Counsel 
 
H. Reports by Secretary 
 
I. Reports by Executive Director 
 
J. Adjournment 
 

 
THE NEXT RESOLUTION NUMBER IS 14-02 
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The administrative affairs of the MFP Finance Authority are managed by PCWA.  Inquiries regarding the 
MFP Finance Authority should be directed to the PCWA General Manager’s office (530) 823-4860 for reply. 

 
In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting, 
please contact PCWA at (530) 823-4860.  Notification by Friday noon preceding the meeting will enable the Authority 
to make reasonable arrangements to ensure accessibility to this meeting. [28 CFR 35.102-35.104 ADA Title II] 
 
In accordance with Government Code Sec. 54954.2(a) this notice and agenda were posted in the Agency’s outdoor 
bulletin board at the Placer County Water Agency Business Center at 144 Ferguson Road, Auburn, California, on April 
11, 2014. 
 
Any writing that is a public record under the Public Records Act that relates to an agenda item for an open session of 
the Board meeting that is distributed less than 72 hours prior to the meeting will be made available for public 
inspection at the time the writing is distributed to any Board members.  Also, any such writing will be available for 
public inspection at the Agency’s office located at 144 Ferguson Road, Auburn, California, during normal business 
hours. 
 
 

Tentative Schedule of Upcoming Middle Fork Project Finance Authority Board Meetings 
 

 Thursday, July 17, 2014, 10:00 a.m. – Regular MFP Finance Authority Board of Directors’ meeting at 
Placer County Water Agency Business Center, 144 Ferguson Road, Auburn, California. 



 

January 16, 2014 
Book 9, Page 1 

MFP Finance Authority 

 

MINUTES 
  

MIDDLE FORK PROJECT 
FINANCE AUTHORITY 

 
Thursday, January 16, 2014 

10:00 a.m., Regular Meeting 
 

Placer County Water Agency 
Business Center 

144 Ferguson Road 
Auburn, California 

 
Members of the Board of Directors: 

 
PLACER COUNTY WATER AGENCY COUNTY OF PLACER 
Primo Santini, District 2 Robert Weygandt, District 2 
Mike Lee, District 3, Vice-Chair Jim Holmes, District 3, Chair 

 
Authority Personnel Present 

David Breninger, Executive Director; Janet Goldsmith, General Counsel; David Boesch, Secretary; Einar 
Maisch, Agency Director 

 
County of Placer Staff Present 

Gerald Carden, County Counsel; Andy Heath, Deputy CEO; Brett Storey, Sr. Management Analyst; Dean 
Tibbs, Consultant; Beverly Roberts, Clerk. 

 
Placer County Water Agency Staff Present 

Joseph Parker, Director of Financial Services/MFP Finance Authority Treasurer; Andy Fecko, Director of 
Resource Development; Jay L’Estrange, Director of Power Generation Services; Michael Willihnganz, 

Director of Administrative Services; Diel Eckhardt, Financial Analysis Manager; Darin Reintjes, Associate 
Engineer; Shelley Langan, HR Consultant.  

 
 

 

A. Call to Order  
 
1. Roll call 

 
 2. Pledge of Allegiance 
 

3. Election of Chair and Vice-Chair for 2014 

 
Motion by Director Santini nominating Director Holmes as 2014 Chair, second by Director 
Weygandt and approved by all Directors. 
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Motion by Director Santini nominating Director Lee as 2014 Vice Chair, second by Director 
Weygandt and approved by all Directors. 
 
B. Public Comment: None. 

 
C. Agenda Review and Changes: None. 
 
D. Consent Calendar:  

 
1. Approve October 17, 2013, minutes.  

 
 2. Receive and file Check Register 14-01 expenses disbursed. 
 

3. Receive and file Treasurer’s Investment Report for quarter ended December 31, 
2013. 

 

Motion by Director Santini to approve Consent Calendar, motion seconded by Director Weygandt 
and unanimously approved by all Directors. 

 
4. Adopt Resolution 14-__ Adopting the Annual Investment Policy. 

 

Roll call vote: Unanimous/Ayes (Holmes, Lee, Weygandt, Santini)  
Approved adoption of Resolution 14-01. 
 

E. General Items   
 
1. Receive report on 2013 energy market and Middle Fork Project performance.  

Take action as appropriate. 
 

Director of Power Generation Services Jay L’Estrange gave an oral report to the Board on the 2013 
energy market and Middle Fork Project performance; as well as a look at 2014. They noted 
October 2012 to October 2013 on record as the lowest rainfall totals in California. They noted 
2014 to date has been very dry with no change anticipated to the forecast. Staff is preparing for 
the worst case scenario and working on a maximum conservation plan. 

 
2. Approve contract with Maze & Associates to provide financial statement auditing 

services for the year ending December 31, 2013.  Take action as appropriate. 
 

Authority Treasurer Joe Parker gave a briefing on the E2 attachment; engagement letter from 
Maze & Associates dated December 18, 2013, to provide the Authority with financial statement 
auditing services for the year ending December 31, 2013.  
 
No questions from Directors. 
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Motion by Director Lee approving the contract with Maze & Associates, second by Director 
Weygandt and approved by all Directors. 

 
3. Receive and file year-to-date preliminary budget and actual schedules through 

December 31, 2013.  Once the financial outcome for the year ending 2013 is 
determined, direct the Authority Treasurer to allocate net revenue over/under 
expenditure amounts to/from the Middle Fork Project Finance Authority 
Operating Reserve account.  Take action as appropriate. 

 

Authority Treasurer Joe Parker gave an overview of the 2013 Budget and Actual Schedules as well 
as a briefing on exhibits A-D. 
 

 Exhibit A: MFP Finance Authority Summary Budget and Actual Schedule 

 Exhibit B: MFP Finance Authority Budget Schedule with Variances & Explanations 

 Exhibit C: PCWA MFP Capital Projects 

 Exhibit D: MFP Finance Authority Reserve Accounts 
 
Some discussions by Directors. 
 
No action required. 
 
F. Reports by Directors:  None. 

 
G. Reports by Legal Counsel: None. 
 
H. Reports by Secretary: None. 
 
I. Reports by Executive Director: Executive Director Dave Breninger gave a briefing 
on the drought situation and the outreach PCWA is doing with other agencies to share PCWA 
water with the outside areas as well as getting the word out to customers to conserve, ration 
water and to spread the awareness of the drought and its effect on the community. 
 
J. Adjournment 
 

Chairman Holmes moved to adjourn meeting, second by Director Weygandt and unanimously 
approved by all Directors. Meeting adjourned at 10:50 a.m. 
 
 
              
David Boesch, Secretary      Date 
 
 
              
Beverly Roberts, Clerk       Date 
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CHECK REGISTER 14-02 
 

MIDDLE FORK PROJECT FINANCE AUTHORITY 
 

The Board of Directors of the Middle Fork Project Finance Authority as of this date 4/17/2014, 
do hereby receive and file the following check register listing for the period from 1/4/2014 to 

3/28/2014 from the MFP Finance Authority Checking Account. 
 

 
 
 

PAYEE DESCRIPTION AMOUNT 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 946,241.06 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 841,186.00 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 770,882.78 

PG&E ELECTRONIC SETTLEMENT 2013 REDA PAYMENT 681,755.20 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 543,640.88 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 471,723.23 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 466,478.37 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 337,211.53 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 271,497.98 

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT 177,864.22 

MAZE & ASSOCIATES PROFESSIONAL SERVICES     3,000.00 

KRONICK MOSKOVITZ TIEDEMANN LEGAL SERVICES    903.06 

ADVANTAGE PRINT MARKETING AN PRINTING EXPENSE 244.03 

ADVANTAGE PRINT MARKETING AN     PRINTING EXPENSE 195.22 

   

TOTAL $5,512,823.56 
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M E M O R A N D U M  
 

TO: Middle Fork Project Finance Authority Board of Directors 
  
FROM: Jay L’Estrange, Director of Power Generation Services 

Andrew Fecko, Director of Resource Development 
  
DATE: April 3, 2014 
  
SUBJECT: 2014 Hydrology Update, Energy Market Conditions, and MFP Status 

______________________________________________________________________________ 

Staff will provide an oral report to the Board on 2014 hydrology conditions, energy market 
conditions, and Middle Fork Project operations and maintenance status. 

 
bb 
 
 
  

 

 

 

 

 

 

 

 

 

 

041714 MFPFA Hydrology_Energy Market 
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M E M O R A N D U M  
 

TO: Middle Fork Project Finance Authority Board of Directors 
  
FROM: Andrew Fecko, Director of Resource Development, PCWA 

Brett Storey, Senior Management Analyst, County of Placer 
  
DATE: April 3, 2014 
  
SUBJECT: Report from Energy Transaction Working Group  

______________________________________________________________________________ 

BACKGROUND 
 
In April 2013, the Middle Fork Project Finance Authority formed an Energy Transaction Working 
Group to establish policies and protocols for the oversight of power sales, pursuant to the 
Agency Act and the JPA agreement.  The Energy Transaction Working Group is required to 
report to the MFP Finance Authority annually. 
 
Agency and County staff will provide a progress report on development of a power sale and risk 
management policy which will guide current and future energy transactions, as well as efforts 
to plan and implement a new control center facility to prepare for upcoming reliability 
standards and market opportunities.    
 
Staff will provide an oral report. 
 
bb 
 
 
 

 

 

 

 

041714 MFPFA Energy Transaction Working Group 
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M E M O R A N D U M  
 

TO: Middle Fork Project Finance Authority Board of Directors 
  

FROM:  Joseph H. Parker, CPA, Treasurer 
  

DATE:  April 7, 2014 
  

RE:  Updated Investment Policy 
______________________________________________________________________________ 

Background 
At the Authority Board’s January 2014 meeting, the Board re-adopted the 2013 investment 
policy.   California Government Code requires the Treasurer to submit annually, during the fiscal 
year’s first quarter, to the Board of Directors a statement of investment policy for consideration.  
This investment policy has been followed during 2014. 

Included in my transmittal memo with the January 2014 investment policy, I informed the Board 
that I will be drafting a revised Investment Policy for the Board’s consideration and adoption at 
an upcoming Board meeting.   The new Power Purchase Agreement that commenced on May 1, 
2013, added various operational functions and processes. The recently adopted MFP Finance 
Authority General Financial Policies establishes prudent reserve thresholds to be funded.  Over 
the next several years, the Authority will be building reserve funds for operational needs, capital 
replacement and emergency funds.  Thus, the investment objective will shift from a short-term 
liquid portfolio to a more standard term portfolio with an average maturity of two and half years 
or less with a maximum maturity of 5 years or less. 
 
To meet theses new objectives an updated investment policy would expand the investment 
practices and permitted investments to allow the Authority to enhance investment decisions 
while maintaining safety and liquidity and increasing diversification.  The revisions proposed are 
all within the provisions provided for by California Government Code with the substantive 
changes as follows: 
 

• Added the section Authorized Institutions and Financial Broker/Dealers. 
• Broaden the permitted investments authorized, which now include securities of the U.S. 

Government, State or Local Agencies, Bankers Acceptances, Commercial Paper, 
Collateralized Certificates of Deposit, and Corporate Notes. 

• Added a section on Collateralization. 
• Expanded the section on reporting to provide monthly investment reports. 

 
Recommendation:  Consider and approve the attached Resolution by Board of Directors to 
adopt the updated Investment Policy (attached) that would replace the existing 2014 Investment 
Policy. 
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 RESOLUTION NO. 14-____ OF THE BOARD OF DIRECTORS 

 OF THE MIDDLE FORK PROJECT FINANCE AUTHORITY ADOPTING  

AN UPDATED INVESTMENT POLICY 

 WHEREAS, Section 53646(a)(2) of the California Government Code requires the treasurer or 

chief fiscal officer of the local California agency to annually submit to the legislative body of that 

Authority a statement of investment policy for that body’s consideration; and  

 WHEREAS, the Authority’s chief fiscal officer, its Treasurer, has submitted such a statement of 

investment policy to the Board, which this Board has considered; and 

 WHEREAS, this Board desires to incorporate this Authority’s updated  investment policy, which 

is based upon the material submitted to it by the Treasurer in the statement of investment policy; 

 NOW THEREFORE, BE IT RESOLVED by the Board of Directors of the Middle Fork Project 

Finance Authority that this Board hereby adopts the updated investment policy for use in the remainder 

of 2014 as set forth in the attached. 

 The foregoing resolution was duly passed at a regular meeting of the Board of Directors of the 

Middle Fork Project Finance Authority held on April 17, 2014 by the following vote on roll call: 

AYES DIRECTORS:   

NOES DIRECTORS:   

ABSENT DIRECTORS:  

Signed and approved by me after its passage this 17th  day of April 2014. 

_____________________________________ 

Chair, Board of Directors 

MIDDLE FORK PROJECT FINANCE AUTHORITY 

ATTEST: 

______________________________________ 

Secretary 

 MIDDLE FORK PROJECT FINANCE AUTHORITY 
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Middle Fork Project Finance Authority 
 

Investment Policy 
 

Prepared by the Treasurer  Page 1 of 13 Version date:  February 27, 2014 

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

Investment Policy 
 

Prepared by the Treasurer  Page 2 of 13 Version date:  February 27, 2014 

 
(a) Safety of Principal.     
 

Safety of principal is the foremost objective of the Authority. Each investment 
transaction shall seek to first ensure that capital losses are avoided, whether they 
arise from securities defaults, institution default, broker-dealer default, or erosion 
of market value of securities. The Authority shall mitigate the risk to the principal 
of invested funds by limiting credit and interest rate risks. Credit Risk is the risk 
of loss due to the failure of a security’s issuer or backer. Interest Rate Risk is the 
risk that the market value of the Authority’s portfolio will fall due to an increase 
in general interest rates. 

 
1) Credit risk will be mitigated by: 
 

(a) Limiting investments to only the most creditworthy types of 
securities; 

(b) By pre-qualifying the financial institutions with which the 
Authority will do business; and 

(c) By diversifying the investment portfolio so that the potential 
failure of any one issue or issuer will not place an undue financial 
burden on the Authority. 

 
2) Interest rate risk will be mitigated by: 

 
(a) Structuring the Authority’s portfolio so that securities mature to 

meet the Authority’s cash requirements for ongoing obligations, 
thereby reducing the possible need to sell securities on the open 
market at a loss prior to their maturity to meet those requirements; 
and 

(b) Managing the overall average maturity not to exceed 2 ½ years. 
 
(b)  Liquidity 
   

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

Yield on investments shall be considered only after the basic requirements 
of safety and liquidity have been met.  The investment portfolio shall be 
designed to attain a market average rate of return throughout economic 
cycles, taking into account the Authority’s risk constraints, the 
composition and cash flow characteristics of the portfolio, and applicable 
laws. 

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

In selecting depositories (banks or savings & loans), the creditworthiness of 
institutions shall be considered and the Authority’s Treasurer shall conduct a 
comprehensive review of prospective depositories’ credit characteristics and 
financial history. Authority funds in excess of the FDIC insured amount shall be 
invested (deposits and/or certificates of deposit) only in commercial banks and 
savings & loans with a bank financial strength rating of “A” or better by Moody’s 
Investor Service or equivalent rating by another Nationally Recognized Statistical 
Rating Organization (NRSRO).  Qualifications and minimum requirements for 
depositories shall be established by the Authority’s Treasurer and will be 
provided to any institution seeking to conduct business with the Authority.   

 
Any institution meeting the Authority’s required criteria will be eligible for 
placement of public deposits by the Authority, subject to approval by the 
Authority’s Treasurer.  A written depository contract is required with all 
institutions that will hold Authority deposits (Contract for Deposit of Moneys).  
As deemed necessary by the Authority’s Treasurer, reviews of unaudited 
quarterly financial data may be conducted for institutions on the Authority’s 
approved list.  Any institution falling below the Authority’s established minimum 
criteria shall be removed from the approved list, no new deposits may be placed 
with that institution and all funds remaining shall be withdrawn as the deposits 
mature. 
 
The financial institution providing the Authority with its primary banking services 
has additional qualifications and minimum requirements based on the Authority’s 
banking needs.    
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The Authority’s Treasurer has established the following minimum qualifications 
for a financial institution providing banking services, upon which additional 
qualifications may be required:  
 
• Federal or State of California charter financial institution [Member of Federal 

Reserve].  
• Qualified depository of public funds to ensure the collateralization 

requirements for governmental entities are met. 
• Experienced with providing banking services to similar sized and type 

governmental agencies to ensure the Authority’s banking needs will be met 
and possesses familiarity with reporting and other banking requirements for 
governmental agencies. 

• Sufficiently capitalized to accommodate the Authority’s cash needs including 
a minimum $5 million daylight overdraft facility. 

• Electronic capabilities to meet the Authority’s current banking needs.   
• Access to all Federal Reserve Bank services including direct clearing with the 

Federal Reserve Bank.  
• Banking branch in local area. 
• State of California depository. 
 

 (b) Brokers and Dealers 
 

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

 
(c) Advisors 
 
The Authority’s Treasurer may engage the services of outside professionals for 
evaluation and advice regarding the Authority’s investment program.  Advisors 
(service providers) shall be subject to the provisions of this investment policy and 
must act in the capacity of a fiduciary.   
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Authorized and Permitted Investments 
 
The Authority is provided a broad spectrum of eligible investments under California 
Government Code Sections 53600 –53609 (authorized investments), 53630-53686 
(deposits and collateral) and 16429.1 (Local Agency Investment Fund). The Authority 
may choose to restrict its permitted investments to a smaller list of securities that more 
closely fits the Authority’s cash flow needs and requirements for liquidity.  If a type of 
investment is added to the Government Code list, it shall not be added to the Authority’s 
Authorized Investment List until this policy is amended and approved by the Board of 
Directors.  If a type of investment permitted by the Authority should be removed from the 
Government Code list, it shall be deemed concurrently removed from the Authority’s 
Authorized Investment List, but existing holdings may be held until they mature. 

One of the purposes of this Investment Policy is to define permitted investments.  If a 
type of security is not specifically authorized by this policy, it is not a permitted 
investment.  Additionally, Authority assets shall not be invested in instruments whose 
maturities exceed five (5) years from the time of purchase without the express approval 
of the Board of Directors and investment exceeding five year purchases shall not be made 
until 90 days after said approval.  
 
Within the context of these limitations, the following investments are authorized: 
 

Authorized and Permitted List of Investments 
 
 LIMITATIONS MAXIMUM                 

       INVESTMENT PERCENTAGES MATURITY 
 
Local Agency Investment Fund       Maximum permitted        N/A 

         By State Treasurer 
 

Securities of the U.S. Government       
including U.S. Government Agencies       100 percent   5 Years 
and Instrumentalities 

 
Registered state warrants or treasury 
notes or bonds of the State of California       25 percent   5 Years 

 
Bonds, notes, warrants, or other 
evidences of indebtedness of any local 
agency within the United States  30 percent   5 Years 

 
Placer County Treasurer’s    Maximum permitted              N/A 

Investment Pool   by the County Treasurer 
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Bankers Acceptance    25 percent   180 Days 
 

Commercial Paper    25 percent   270 Days 
 
Collateralized Certificates of Deposit  30 percent   2 Years 
 
Corporate notes    30 percent   5 Years 

 
Mutual funds     20 percent   N/A 

 
Passbook/Public deposits   100 percent   N/A 
   
The following is a more detailed description of authorized investments included here to 
assist in the administration of this policy: 
 
(a) Local Agency Investment Fund (LAIF) 
 

The Local Agency Investment Fund (LAIF) is a special fund in the California 
State Treasury created and governed pursuant to Government Code Sections 
16429.1 et seq.  This law permits the Authority with the consent of the Board of 
Directors, to remit money not required for the Authority’s immediate need, to the 
State Treasurer for deposit in this special fund for the purpose of investment.  
LAIF currently limits investments to $50 million from any one governmental 
entity.  Principal amount withdrawal of $10 million or greater need 24 hour notice 
and less than $10 million may be withdrawn the same day.  The fees charged by 
LAIF are limited by statute (Legal Authority – Government Code Section 
16429.1) 
 

(b) Securities of the U.S. Government including U.S. Government Agencies and  
Instrumentalities 

 
These obligations can be classified either as “Treasuries” or “Agencies” (Legal 
Authority - Government Code Section 53601(b)).  Treasury securities are 
obligations of the United States Treasury backed by the “full faith and credit” of 
the Federal government and can be of three types: bills, notes, and bonds.  

 
The Authority can invest in obligations issued by Federal Government agencies 
and Government Sponsored Enterprises (U.S. Instrumentalities) such as the 
Federal Farm Credit Bank (FFCB), the Federal Home Loan Bank (FHLB), the 
Federal National Mortgage Association (FNMA), the Federal Home Loan 
Mortgage Corporation (FHLMC) and other similar securities.  Such securities are 
obligations of the agencies themselves, but there is also an implied guarantee by 
the United States Government.  All such obligations qualify as legal instruments 
and are acceptable as security for Authority deposits. (Legal Authority – 

31



Middle Fork Project Finance Authority 
 

Investment Policy 
 

Prepared by the Treasurer  Page 8 of 13 Version date:  February 27, 2014 

Government Code Section 53601 (f)). There is no percentage limitation of the 
portfolio, which can be invested in this category, although a five-year maturity 
limitation is applicable. 

 
(c) Registered State Warrants or Treasury Notes or Bonds of the State of 

California 
 

These include bonds payable solely out of the revenues from a revenue-producing 
property owned, controlled, or operated by the state or by a department, board, 
agency, or authority of the state.  (Legal Authority – Government Code Section 
53601 (c)).  This policy limits the investment in registered State warrants or 
treasury notes or bonds of the State of California to not exceed 25 percent of the 
Authority’s total portfolio and up to a 5 year maturity.  

 
(d) Bonds, Notes, Warrants, or Other Evidences of Indebtedness of Any Local 

Agency within the United States 
 

These include bonds payable solely out of the revenues from a revenue-producing 
property owned, controlled or operated by a local agency, or by a department, 
board, agency or authority of such a local agency within the United States.  (Legal 
Authority -Government Code Section 53601 (a)).  This policy limits the 
investment in bonds, notes, warrants, or other evidences of indebtedness of any 
local agency within the United States to not exceed 30 percent of the Authority’s 
total portfolio and up to a 5 year maturity. 
 

(e) Placer County Treasurer’s Investment Pool  
 

The County Treasurer Investment Pool is governed pursuant to Government Code 
Sections 53600.  This law permits the Authority with the consent of the Board of 
Directors, to remit money not required for the Authority’s immediate need, to the 
County Treasurer for deposit in this special fund for the purpose of investment.  
In order to deposit investment funds into the Placer County Treasurer’s 
Investment Pool, the Authority would need to adopt a resolution acknowledging 
certain parameters.    The deposit of funds into the pool by voluntary agencies is 
strictly for long-term investments purposes, funds that would remain invested for 
an extended period of time.  With a minimum of 24-hour notice, two to four 
withdrawals a month are allowed, with the Treasurer having discretion over 
withdrawals. Withdrawals in excess of $200,000 need additional notice.  

 
(f) Bankers Acceptances 
 

The Authority may invest in Bankers Acceptances limited to banks with a bank 
financial strength rating of “A” or better by Moody’s Investor Service or 
equivalent rating by another Nationally Recognized Statistical Rating 
Organization.  The maximum investment maturity will be restricted to 180 days 
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as per Government Code Section 53601(g). Single-issuer holdings are limited to 
no more than 5 percent per issuer.  (Legal Authority-Government Code Section 
53601 (g)).  This policy limits the investment in bankers acceptances to not 
exceed 25 percent of the Authority’s total portfolio. 

 
(g) Commercial Paper 
 

Prime Commercial Paper with a maturity not exceeding 270 days from the date of 
purchase with the highest ranking or of the highest letter and numerical rating as 
provided for by a NRSRO.  Per California Government Code Section 53601 (h), 
the entity that issues the commercial paper shall meet all of the following 
conditions in either A or B below: 
 

A. The entity shall (1) be organized and operating in the United States as a 
general corporation, (2) have total assets in excess of five hundred million 
dollars ($500,000,000) and (3) have debt other than commercial paper, if 
any, that is rated “A” or higher by a NRSRO. 

 
B. The entity shall (1) be organized within the United States as a special 

purpose corporation, trust, or limited liability company, (2) have program 
wide credit enhancements, including, but not limited to, over 
collateralization, letter of credit or surety bonds and (3) have commercial 
paper that is rated “A -1” or higher, or the equivalent, by a NRSRO. 

 
(Legal Authority-Government Code Section 53601 (h)).  Purchases of eligible 
commercial paper may not represent more than 10% of the outstanding 
commercial paper of any single issuer.  This policy limits the investment of 
commercial paper to not exceed 25 percent of the Authority’s total portfolio.  

 
(h) Collateralized Certificates of Deposit  
 

The Authority may invest in collateralized certificates of deposits issued by 
commercial banks and savings and loans (Government Code Section 53601). The 
3210 section addresses collateralization requirements for deposits.  This policy 
limits the investment of collateralized certificates of deposit and qualified bank 
deposits to not exceed 30 percent of the Authority’s total portfolio with the 
maximum maturity restricted to 2 years. 

 
(i) Corporate Notes 
 

Corporate or medium term notes are obligations of a domestic corporation or 
depository institution with a minimum credit rating of “Aa” by Moody’s Investor 
Service or equivalent rating by another NRSRO at the time of purchase.  If the 
credit rating of a security is subsequently downgraded below the minimum rating 
level for a new investment of that security, the Treasurer shall evaluate the 
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downgrade on a case-by-case basis in order to determine if the security should be 
held or sold.  The Treasurer will apply the general objectives of safety, liquidity, 
yield and legality to make the decision.  (Legal Authority-Government Code 
Section 53601(k)).  Purchase of corporate notes shall not have maturity in excess 
of five years.  This policy limits the investment of corporate notes to not exceed 
30 percent of the Authority’s total portfolio and no more than 5 percent in any one 
issuer.  

 
(j) Mutual Funds 
 

Mutual funds qualifying for Authority investment must restrict their portfolios to 
issues approved by the same state investment statute that defines investment 
alternatives for cities.  In addition, these mutual funds must adhere to Federal 
statutes regarding the size of the mutual fund and its safety, must attain the 
highest ranking of two of the three largest rating services and must retain an 
investment advisor registered with the Securities and Exchange Commission with 
not less then five years experience investing assets of at least five hundred million 
dollars.  The mutual funds must invest solely in investments, which the Authority 
itself could legally purchase. (Legal Authority – Government Code Section 
53601(l)) Investments in mutual funds shall not exceed 20 percent of the 
Authority’s total portfolio and no more than 10 percent shall be invested in any 
one mutual fund.  

 
(k) Passbook/Public Deposits 

These are authorized by Government Code Section 53637.  There is no 
percentage limitation of the portfolio for this category. 

 
Investment Pools 
 
An investigation of any investment pool or money market mutual fund is required prior to 
investing and on a continual basis. The investigation shall, at a minimum, obtain the 
following information: 

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

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

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

• A schedule for receiving statements and portfolio listings. 

• Does the pool/fund maintain a reserve or retain earnings or is all income 
after expenses distributed to participants? 
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• A fee schedule, which also discloses when and how fees are assessed. 

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

The purpose of this investigation is to determine the suitability of a pool or fund in 
relation to this investment policy and evaluate the risk of placing funds with that pool or 
fund. 

Collateralization 
A financial institution must provide coverage for at least 110 percent of all Authority 
deposits that are placed in the institution. Acceptable pooled collateral requirements are 
governed by California Government Code Section 53651. Although permitted by 
California Government Code (Section 53651(m)), real estate mortgages are not 
considered acceptable collateral for Authority deposits. All banks are required to provide 
the Authority with a regular statement of pooled collateral. This report will state that they 
are meeting the 110 percent collateral rule (Government Code Section 53652(a)), a listing 
of all collateral with location and market value, plus an accountability of the total amount 
of deposits secured by the pool.  

 
The market value of the collateral must not fall below 110 percent of the value of the 
deposit(s) at any time.  The Authority will maintain a first perfected security interest in 
the securities pledged against the deposit and shall have a contractual right to liquidation 
of pledged securities upon the bankruptcy, insolvency or other default of the counter 
party.  
 
As per section 53638 of the California Government Code, any deposit shall not exceed 
the total paid-up capital and surplus of any depository bank, nor shall the deposit exceed 
the total net worth of the depository institution.  
 
Deposits that are within the Federal Deposit Insurance Corporation (FDIC) insured limit 
amounts are exempt from the Authority’s collateralization and minimum bank financial 
strength rating requirements. 
 
Safekeeping and Custody 
 
All securities owned by the Authority shall be held in safekeeping by a third party bank 
trust department acting as agent for the Authority under the terms of a custody agreement 
executed by the bank and the Authority. All securities shall be received and delivered 
using standard delivery versus payment (DVP) procedures. The third party bank 
trustee agreement must comply with Section 53608 of the California Government Code. 
No outside broker/dealer or advisor may have access to Authority funds, accounts or 
investments and any transfer of funds must be approved by the Treasurer or his designee. 
Investments in investment pools will be held by the Pool administrator. 
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Diversification and Risk 
 
The Authority recognizes that investment risks can result from issuer defaults, market 
price changes or various technical complications leading to temporary illiquidity.  To 
minimize the Authority’s exposure to these types of risk, the portfolio should be 
diversified among several types of institutions, instruments and maturities.  The Treasurer 
shall minimize default risk by prudently selecting only instruments and institutions, 
which at the time of placement have been evaluated for their financial viability and 
compliance with this policy.  No individual investment transaction shall be undertaken 
which jeopardizes the total capital position of the overall portfolio.  Risk shall also be 
managed by subscribing to a portfolio management philosophy that helps to control 
market and interest rate risk by matching investments with cash flow requirements.  In 
the event of a default by a specific issuer, the Treasurer shall evaluate the liquidation of 
securities having comparable credit risks. Diversification strategies shall be established 
and reviewed quarterly by the Treasurer.  
 
Maximum Maturities 
 
Every effort will be made to match investment maturities to cash flow needs.  Matching 
maturities with cash flow needs will reduce the need to sell securities prior to maturity, 
thus reducing market risk.  Unless matched to a specific requirement and approved by the 
Board of Directors, no investment may be made with maturity greater than 5 years.  If 
greater than 5-year maturity investments are approved and allowable by the Board of 
Directors, purchases of the investment instruments exceeding the five-year maturity shall 
not be made until 90 days after said approval.  
 
Internal Control and Review 
 
This Investment Policy shall be reviewed periodically by the Treasurer as necessary and 
any recommended revisions shall be submitted as needed to the Board of Directions in 
order to insure consistency and its relevance to current law, and financial conditions and 
economic trends.  The Treasurer shall also submit this Investment Policy to the Board of 
Directors for its review and adoption during the first quarter of each fiscal year. 
 
In conjunction with the annual financial statement audit, the external auditors shall 
review the investments and general activities associated with the investment program to 
evaluate compliance with this Investment Policy.   
 
Reporting 
 
The Treasurer shall submit monthly investment reports (Treasurer’s Report) to the 
Authority’s Board of Directors at their regular quarterly Board meeting.  The Treasurer’s 
Report shall include information about the investment of all funds in the custody of the 
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Authority.  This report shall include all items listed in Section 53646(b) of the 
Government Code. 

 
These reports will also include the following information about the investment of all 
funds: 

 
A. A list of individual investments by type and issuer held at the end of the 

reporting period. 
 

B. Dollar weighted yield to maturity of the Authority’s investments. 
 
C. Maturity schedule by type, of each of the Authority’s investments. 
 
D. Statement of compliance of the portfolio to the Authority’s adopted 

Investment Policy or manner in which the portfolio is not in compliance. 
 
E. Statement denoting the ability to meet the Authority’s scheduled 

expenditure requirements for the next three months. 
 
F. Market value, book value and par value of all investments. 

 
G. Rates of interest on investments and accrued interest earned on the 

portfolio. 
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