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West Orange County Water Board 
Statement of Investment Policy 

 
1.0 POLICY 
 
This Investment Policy and practices are based upon the West Orange County Water Board Joint Powers Agreement 
dated October, 1967, as amended, prudent money management principles and State laws affecting the investment of 
funds.  The Treasurer shall invest with the objectives of protecting principal of funds, providing sufficient liquidity to 
meet cash flow needs, and to achieve a reasonable rate of return within the parameter of prudent risk management as 
further described in 3.0, below. 
 

1.1 Statement of Investment Policy.  This statement of Investment Policy is intended to outline the 
policies for the prudent investment of funds for the West Orange County Water Board (WOCWB) to meet 
the short and long term cash flow needs of WOCWB. 

 
1.2 Incorporated Appendix.  Appendix 1, Definitions is attached to this Investment Policy and 
incorporated herein by this reference. 

 
2.0 SCOPE 
 
This Investment Policy covers all funds and investment activities under the direct control of WOCWB unless 
specifically exempted. 
 
3.0 OBJECTIVE 
 
The objective of the Investments is to meet the short and long term cash flow demands of WOCWB.  To achieve this 
objective, and pursuant to Government Code Section 53600.5, the Investments will be structured to provide, in order 
of priority, (1) safety of principal; (2) sufficient liquidity to meet cash flow needs; and (3) a reasonable return on 
investment.  These are further described below: 
 

3.1 Safety of Principal.  Safety of principal is the foremost objective of WOCWB’s Investment Policy.  
Investments of WOCWB shall be undertaken in a manner that seeks to ensure the preservation of capital in 
the overall portfolio.   

 
3.2 Liquidity.  The portfolio shall remain sufficiently liquid to meet all operating requirements that may 
be reasonable anticipated.  This is accomplished by structuring the portfolio so that all funds mature 
concurrent with cash needs to meet anticipated demands.  Furthermore, since all possible cash demands 
cannot be anticipated, the portfolio will maintain moneys in funds with daily liquidity, such as LAIF or the 
California Asset Management Program (CAMP). 
 
3.3 Return on Investment.  Return on investment is of least importance compared to the safety and 
liquidity objectives described above.  The portfolio will provide a rate of return based on the market rates of 
investments, at the time of purchase. 

 
4.0 DELEGATION OF AUTHORITY 
 
Pursuant to Section 3.0 of the Joint Powers Agreement and Government Code Section 53607, the Board hereby 
authorizes the Treasurer, or his/her designee, to invest, reinvest, sell or exchange WOCWB’s funds and Investments 
in accordance with Government Code Sections 53684, 16429.1 and 53600 et seq., as further limited by this Investment 
Policy.  Such delegation of authority is subject to annual review and renewal by the Board as set forth in 16.0.  Within 
the Treasurer’s office, the responsibility for the day-to-day investment of WOCWB funds will be the Treasurer or 
his/her authorized designee.  The Treasurer shall be responsible for all transactions undertaken pursuant to this 
delegation of authority and shall report such transactions to the Board as required pursuant to Government Code 
Section 53607. 
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5.0 PRUDENCE 
 
Investments shall be made in the context of the “Prudent Investor” standard set forth in Government Code Section 
53600.3 which generally states that investments shall be made with judgment and care—under circumstances then 
prevailing—which person 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.  All Investments purchased shall have daily liquidity. 
 
The Treasurer and the Treasury Manager, as investment officers acting in accordance with the Investment Policy and 
exercising due diligence and the referenced standard of care, shall be relieved of personal responsibility for an 
individual security’s credit risk or market price changes, provided deviations from expectations are reported to 
WOCWB in a timely fashion and appropriate action is promptly taken to control adverse developments. 
 
6.0 ETHICS AND CONFLICTS OF INTEREST 
 
The Treasurer and his/her authorized designees 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.  All individuals involved in the investment process shall disclose any material 
interest in financial institutions with which they conduct business.  They shall further disclose any personal 
financial/investment positions that could be related to the performance of the investment portfolio and shall refrain 
from undertaking personal investment transactions with the same individual with whom business is conducted on 
behalf of WOCWB. 
 
The Treasurer and his/her authorized designees are required to file annual disclosure statements as required for “public 
officials who manage public investments” (as defined and required by the Political Reform Act and related regulations, 
being Government Code Sections 81000 and following and the Fair Political Practices Commission (FPPC)).  During 
the course of the year, if there is an event subject to disclosure that could impair the ability of the Treasurer or Treasury 
Manager to make impartial decisions, the General Manager and Board will be notified within 15 days of the event. 
 
7.0 AUTHORIZED FINANCIAL INSTITUTIONS 
 
The Treasurer will maintain a list of the financial institutions authorized to provide investment and depository services 
to WOCWB and will perform an annual review of the financial condition and require annual audited financial 
statements to be on file for each such company.  No public deposit shall be made except in a qualified public depository 
as established by State law.  Negotiable instruments requiring third party safekeeping are not cost effective for 
WOCWB.  Consequently, WOCWB does not require broker/dealers.  Money market mutual fund accounts are 
restricted to funds that are rated “AAA” by at least two nationally recognized statistical-rating organizations 
(“NRSRO”) as set forth in 8.0. 
  
8.0 AUTHORIZED AND SUITABLE INVESTMENTS 
 
Section 3.0 of the Joint Powers Agreement states that: “the Treasurer shall keep all revenues of WOCWB in an interest 
bearing account and otherwise perform the duties and responsibilities of that office as specified in Section 6505.5(a)-
(e) of the Government Code.” 
 
All Investments under this Investment Policy shall be made in accordance with the provisions of Article I 
(commencing with Section 6500), Chapter 5, Division 7, Title 1 and Sections 16429.1, 53601, and 53635 of the 
Government Code.  
 
Authorized Investments under this Investment Policy are as follows: 
 

8.1 Passbook or checking account deposits at a financial institution as authorized under 7.0 (insured or 
collateralized as set forth in 10.0).  Except as provided under 11.0 (Diversification) there are no 
limitations on the amount of funds that can be invested in this Authorized Investment. 

 
8.2 Certificates of Deposit (insured or collateralized as set forth in 10.0) limited to 30% of the Book 
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Value of the portfolio. 

8.3 Local Agency Investment Fund (LAIF).  Except as provided under 11.0 (Diversification) there are 
no limitations on the amount of funds that can be invested in this Authorized Investment. 

8.4 “AAA” rated Money Market Mutual Funds not to exceed 20% of the Book Value of the portfolio. 
All Money Market Mutual Funds must be “AAA” (or equivalent) rated by two NRSRO, invest only 
in direct obligations in US Treasury bills, notes, bonds, agencies and repurchase agreements with a 
weighted average of 60 days or less, and have a minimum or $500 million in assets under 
management.  No more than 10% of the portfolio shall be invested in any one mutual fund. 

8.5 California Asset Management Program (CAMP).  Except as provided under 11.0 (Diversification) 
there are no limitations on the amount of funds that can be invested in this Authorized Investment. 

9.0 INVESTMENT POOLS  AND MONEY MARKET FUNDS 

The Treasurer will investigate all local government investment pools and money market mutual funds as authorized 
under Government Code 53684 prior to investing and quarterly thereafter while WOCWB funds are invested.  
Investment of funds in LAIF is authorized under provisions in Section 16429.1 of the Government Code as an 
allowable investment for local agencies even though some of the individual investments of the pool are not allowed 
as a direct investment by a local agency, and limits deposits to $75 million per entity. CAMP is authorized as an 
allowable investment for local agencies within the California Government Code Section 53601(p). 

10.0 COLLATERALIZATION 

Under the provisions of the California Government Code (Sections 53652-53667), California banks, and savings and 
loan associations are required to secure WOCWB’s Certificate of Deposits, passbook and checking account deposits 
by pledging eligible securities (as described in Government Code Section 53651) with a value of 110% of principal 
and accrued interest.   Such collateral shall be marked-to-market no less often than monthly.  The Treasurer will have 
the authority to waive collateral requirements for deposits insured by the FDIC pursuant to Government Code Section 
53653. 

11.0 DIVERSIFICATION 

WOCWB may diversify its Investments by security type and institution.   

12.0 MAXIMUM MATURITIES 

To the extent possible, WOCWB will attempt to match its Investments with anticipated cash flow requirements. 
Unless matched to a specific cash flow need, WOCWB will not invest directly in securities maturing more than five 
years from the date of purchase. 

13.0 PERFORMANCE STANDARDS 

The investment portfolio shall be designed with the objective of obtaining a rate of return throughout budgetary and 
economic cycles, commensurate with the investment risk constraints and the cash flow needs.  The investment 
strategy will be passive and the benchmark for determining market yields will be the monthly average return of the 
6-month constant maturity Treasury (6 month CMT).  This will be used solely as a reference tool.  The 
comparison to a benchmark does not imply that the Treasurer will add additional risk to the portfolio in order to 
attain or exceed the benchmark. 
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14.0 INTERNAL CONTROL 
 
The WOCWB’s external auditors shall annually review the investments with respect to the Investment Policy as part 
of their annual audit procedures.  This review will provide internal control by assuring compliance with policies and 
procedures for the investments that are selected for testing. 
 
To provide further protection of WOCWB funds, written procedures, which are incorporated herein by reference, 
prohibit the wiring of any funds outside of the Authorized Investments, or providing payments in the form of checks, 
without the authorization of at least two of the four following designated officials: 
 
1. Treasurer 
 
2. Treasury Manager 
 
3. Chief Financial Officer 
 
4. Assistant Chief Financial Officer  
 
15.0 REPORTING 
 
Under the requirements of Government Code Section 53607 and 53646, the Treasurer shall render a written report to 
the Board of Directors containing detailed information on all securities, investments, and moneys of WOCWB.  The 
reports will be submitted on a quarterly basis and provided to the Board within 30 days following the end of the 
quarter. 
 
The reports will contain the following information: 
 

(i) Type of investment, name of the issuer, date of maturity (if applicable), par and cost of each 
investment; 

 
 (ii) The investments and moneys held by WOCWB, including a description of any funds, investments, 

or programs that are under the management of contracted parties; 
 
 (iii) The market value and source of the valuation for all investments other than funds in LAIF or other 

allowable Pooled Accounts, bank accounts and Certificates of Deposits (exempt from market 
valuation per Government Code), if any; 

 
 (iv) A statement of the compliance of the portfolio with the Investment Policy requirements or manner 

in which the portfolio is not in compliance; 
 
 (v) A statement denoting WOCWB’s ability to meet its expenditure requirements for the following six 

months; or explaining as to why sufficient money shall not, or may not, be available;  
 

(vi) Monthly transaction detail for investments; and 
 
(vii) With respect to those investments exempt from market valuation pursuant to (iii) the most recent 

statement or statements received by WOCWB. 
 
16.0 INVESTMENT POLICY ADOPTION AND PERIODIC REVIEW 

 
This Investment Policy shall be adopted by Resolution of the Board.  This Investment Policy is subject to review and 
amendment by the Board, as the Board shall direct.  This Investment Policy shall be reviewed on an annual basis by 
the Treasurer and annually submitted to the Board by the Treasurer pursuant to Government Code Section 53607 and 
annually approved or readopted by the Board at a public meeting thereof. 
 



 
5 

West Orange County Water Board 
Statement of Investment Policy 

 
DEFINITIONS 
 
The terms defined in this Appendix shall, for purposes of the West Orange County Water Board Investment Policy, 
have the meanings specified below: 
 
“Authorized Investments” means those classes of investments, which are authorized pursuant to this Investment 
Policy in 8.0.  Authorized Investments may be more restrictive than those authorized by State Law. 
 
“Board” means the Board of Directors of WOCWB. 
 
“Book Value” means the value of an Investment, or all Investments, based upon a marked-to-market valuation as of 
any particular date. 
 
“FDIC” means the Federal Deposit Insurance Corporation. 
 
“General Manager” means the General Manager of WOCWB as appointed by the Board. 
 
“Investment Policy” means the investment policy adopted by the Board, as it may be supplemented or amended. 
 
“Investments” means those investments made with the funds of WOCWB. 
 
“Joint Powers Agreement” means that Joint Powers Agreement under which the WOCWB was organized and 
operates, pursuant to Government Code Section 6500 et. seq., as amended and supplemented. 
 
“State” means the State of California. 
 
“Treasurer” means the Treasurer of WOCWB, appointed by the Board pursuant to the Joint Powers Agreement.  
This includes an officer of a member agency of WOCWB (such as a city treasurer) serving in the capacity of Treasurer 
of WOCWB. 
 
“WOCWB” means the West Orange County Water Board, a joint powers agency. 
 
Rules of Construction.  Words of the masculine gender shall be deemed and construed to include correlative words of 
the feminine and neuter genders.  Unless the context clearly otherwise indicates, words importing the singular number 
shall include the plural number and vice versa, and words importing persons shall include public bodies, as well as 
natural persons. 
 
The terms “hereby,” “hereof,” “hereto,” “herein,” “hereunder” and any similar terms, as used in this Investment Policy, 
refer to this Investment Policy. 
 
 
 




