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Napa County Investment Policy


COUNTY OF NAPA

STATEMENT OF INVESTMENT POLICY
In accordance with the California Government Code and under the authority delegated to the County Treasurer by the Board of Supervisors, the following sets forth the investment policy of the County of Napa.
1.
POLICY


It is the policy of Napa County to invest all public funds held within its pooled investment fund in a manner which will provide the highest reasonable investment return within the boundaries of maximum security and safety of principal while meeting the daily cash flow demands of all pool participants and conforming to all state and local statutes governing the investment of public funds.

2.
SCOPE
This investment policy applies to all financial assets held in the Pooled Investment Fund of the County Treasury.  These funds include, but are not necessarily limited to:

· General Fund

· Special Revenue Funds

· Capital Project Funds

· Enterprise Funds

· Trust and Agency Funds

· School Funds 

3.
STANDARDS OF CARE
The County Treasurer is considered the Trustee of the Pooled Investment Fund and therefore, a fiduciary subject to the prudent investor standard.  The County Treasurer, the Deputy Treasurer, and the members of the Pooled Investment Oversight Committee shall refrain from all personal business activity that could conflict with the management of the investment program.  All individuals involved will be required to report all gifts and income in accordance with California State law.  When investing, reinvesting, purchasing, acquiring, exchanging, selling and managing public funds, the County Treasurer shall act with the care, skill, prudence and diligence to meet the aims of the investment objectives listed in the “Policy”. 

4.
INVESTMENT OBJECTIVES
All funds on deposit with the County Treasurer shall be invested in accordance with the California Government Code to ensure:

A.
Safety: 
The preservation of capital is the primary objective.  Each transaction shall seek to ensure that capital losses are avoided, whether they are from securities default or erosion of market value.

B.
Liquidity:
Secondly, the Pooled Investment Fund should remain sufficiently liquid and flexible to ensure the County Treasurer meets all operating requirements which may be reasonably anticipated in any depositor’s funds.

C.
Yield:

Thirdly, the investment portfolio should be designed with the objective of attaining a reasonable rate of return throughout budgetary and economic cycles, commensurate with the investment risk constraints and the cash flow characteristics of Napa’s portfolio.

5.
PARTICIPANTS

Statutory Participants are those government agencies within the County of Napa for which the Napa County Treasurer is statutorily designated as the Custodian of Funds.

Voluntary Participants are other local agencies, such as Special Districts and Cities, for which the Treasurer is not the statutorily designated Custodian of Funds, that may participate in the Pooled Investment Fund.  Such participation is subject to the consent of the County Treasurer and must be in accordance with the California Code section 53684, et seq.  The agencies must approve in writing the Napa County Pooled Investment Fund as an authorized investment and accept the County of Napa Statement of Investment Policy.

6.
DELEGATION OF AUTHORITY

The Napa County Board of Supervisors, by resolution, has delegated investment responsibility for the Napa County Investment Program to the Treasurer-Tax Collector who maintains the daily management of the pool.  The Deputy Treasurer is also authorized to initiate investment transactions within the policy and criteria set by the Treasurer and the “policy”.

7.
PERMITTED INVESTMENTS AND LIMITS
Authorized investments shall match the general categories established by the California Government Code Sections 53601, et seq. and 53635, et seq.  Authorized investments shall also include, in accordance with California Government Code Section 16429.1, investments into the State Local Agency Investment Fund (LAIF).  As the California Government Code is amended, this Policy shall likewise become amended.


A.
U.S. Treasuries 



1.
Maximum maturity:  


5 years

2.
Maximum % of portfolio:   

not limited

3.
Maximum par value per issuer:  
none

4.
Credit:  



N/A


B.
Agencies of the Federal Governmental  



1.
Maximum maturity: 


5 years

2.
Maximum % of portfolio: 

not limited

3.
Maximum par value per issuer: 
none

4.
Credit:  



N/A


C.
Bankers’ Acceptance BA (Domestic & Foreign) 



1.
Maximum maturity:  


180 days

2.
Maximum % of portfolio:  

40% 

3.
Maximum par value per issuer: 
30% 

4.
Credit: 



“Prime” quality domestic & foreign 







Commercial banks

D.
Negotiable Certificates of Deposit  (CDs) 



1.
Maximum maturity:  


5 years

2.
Maximum % of portfolio:  

30% 

3.
Maximum par value per issuer: 
N/A

4.
Credit:




must be issued by- a nationally or state-chartered bank or a savings association or federal association or a state or federal credit union or by a state-licensed branch of a foreign bank, subject to the conflict of interest provision described in the Government Code Section 53635(h).

E.
Commercial paper



1.
Maximum maturity:  


180 days

2.
Maximum % of portfolio: 

40%

3.
Maximum par value per issuer: 
may not exceed 10% of the outstanding paper of an issuing corporation

4.
Credit:




commercial paper must be of “prime” quality of the highest ranking or of the highest letter and numerical rating as provided by Moody’s Investor Service, Inc. or Standard & Poor’s Corp.  Eligible paper is further limited to issuing corporations that are organized and operating within the United States and having total assets in excess of five hundred million dollars and having an “A” or higher rating for the issuer’s debt other than commercial paper, if any, as provided by Moody’s Investors Service, Inc. or Standard and Poor’s Corporation (S&P).

F.
Repurchase Agreements



1.
Maximum maturity: 


30 days

2.
Maximum % of portfolio:  

5%

3.
Maximum par value per issuer:
N/A

4.
Credit: 



“prime” quality banks or brokerage houses only.


G.
State of California Bonds and Registered Warrants


1.
Maximum maturity:  


1 year

2.
Maximum % of portfolio:   

not limited

3.
Maximum par value per issuer:
N/A

3.
Credit:  



“A” rated or better by Moody’s, S&P or Fitch

H.  
Bonds, Notes, Warrants or other evidence of indebtedness of a local agency within the State of California.



1.
Maximum maturity:  


5 years

2.
Maximum % of portfolio:

not limited

3.
Maximum par value per issuer:
N/A

3.
Credit:




“A” rated or better by Moody’s, S&P or Fitch

I.
California State Local Agency Investment Pool  (LAIF) 



1. 
Maximum maturity: 


N/A



2.
Maximum % of portfolio

N/A

3.         Maximum par value


Dollar limit currently allowed by

            
the state (as of 1/1/02=$40,000,000)

4.
Credit:




N/A


J.
Medium Term Corporate Notes


1.  
Maximum maturity


5 years



2.
Maximum % of portfolio

30%



3.  
Maximum par value per issuer
N/A

4.
Credit




“A” rated or better by Moody’s, S&P or Fitch.  Issued by corporations organized and operating within the United States or by depository institutions licensed by the United States or any state and operating within the United States.

8.
BROKERS 

Selection of broker/dealers shall occur from among the primary dealers, major money center banks or other firms, which have a solid and positive industry reputation.  Selections shall also be based upon the reputation and expertise of the individuals employed and assigned by the financial institution to cover the County of Napa.

Broker/Dealers and financial institutions which have exceeded the political contribution limit of $250.00 per year, within a four year period, to the County Treasurer or any member of the governing board of a local agency or any candidate for those offices, are disqualified for selection for a period of one year.

9.
HONORARIA, GIFTS AND GRATUITIES
In accordance with California law, the County Treasurer, the Deputy Treasurer and any member of the Oversight Committee are subject to the limits set forth by the Fair Political Practices Commission and each shall file an annual statement of economic interest.

10.
WITHDRAWALS
A.
For Statutory Participants, the County Treasurer will honor all requests to withdraw funds for normal cash flow purposes that are approved by the Napa County Auditor-Controller at a one-dollar net asset value.  Any requests to withdraw funds for purposes other than cash flow, such as for external investing, shall be subject to the consent of the County Treasurer.  In accordance with California Government Code Section 27136, et seq., such requests for withdrawals must first be made in writing to the County Treasurer.  These requests are subject to the County Treasurer’s consideration of any adverse effects such a withdrawal would have on the Pooled Investment Fund, its yield or its participants.  Any withdrawal for such purposes may be at the market value of the Pooled Investment Fund as of the date of withdrawal.

B.
For Voluntary Participants, where the County Treasurer is not the statutorily designated Custodian of Funds and their Board of Directors has adopted the Napa County Investment Policy, any withdrawal request shall be submitted in writing to the County Treasurer, who will determine the timing of the payout (normally within 48 hours), in order to mitigate any adverse effects such a withdrawal would have on the Pooled Investment Fund, its yield or its participants.  Withdrawals may be paid based upon the market value of the Pooled Investment Fund. Withdrawals will generally be limited to once per week and will be paid by wire transfer.  The withdrawing entity will be billed for any wire transfer(s) initiated on their behalf.

11. SPECIAL INVESTMENTS

Napa County operates a Pooled Investment Portfolio.  All monies from all units of government, schools, agencies, and districts deposited into the treasury are combined into one pool.  The purpose of the combined pool is to increase the participants’ liquidity and not limit them to specific investments.  This pool is invested as a unit based on a calculated combined cash flow of all the participants.  No exceptions to the combined pool are allowed and no special investment is permitted for any agency. 

12.
APPORTIONMENT OF INTEREST AND COSTS
Interest shall be apportioned to all pool participants quarterly based upon the ratio of the average daily balance of each individual fund to the average daily balance of all funds in the investment pool.  The amount of interest apportioned shall be determined using the cash method of accounting whereby interest will be apportioned for the quarter in which it was actually received.  The Treasurer shall deduct from the gross interest received, those administrative costs relating to the management of the treasury including salaries and other compensation, banking costs, equipment purchased, supplies, costs of information services, audits, Oversight Committee costs and any other costs as provided by Section 27013 of the Government Code. 

13.
REPORTING
The Napa County Treasurer will provide the following:


Monthly, an investment report to the Treasury Oversight Committee, the Board of Supervisors and any participating agency making such a request in writing.  The report shall include all of the elements as required by California Government Code Section 53646(b)(1) through (4).


Annually, a statement of investment policy to the Board of Supervisors for approval; and to the Treasury Oversight Committee and any participating agency (making such a request in writing) for review and monitoring.

FINAL NOTE: All participants in the investment process shall act as custodians of the public trust.  Investment officials shall recognize that the investment portfolio is subject to public review.  The overall program shall be designed and managed with a degree of professionalism that is worthy of the public trust. 
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