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FAIR OAKS

WATER DISTRICT

Policy Number: 5070

Policy Title: Investment of District Funds

1. As authorized by resolution(s) of the Board of Directors, the General Manager of the District or other
persons designated by the Board, shall invest within the limitations of the California Government
Code and this Investment Policy, idle funds not immediately needed by the District for the purpose of
earning interest income.

2. The District’s general policy is to invest idle funds in the Local Agency Investment Fund (LAIF) of
the State of California. However, the District may invest in other instruments from time-to-time,
subject to the following goals, objectives, and policies.

3. Goal 1, Rank #1, Portfolio Safety and Diversification: District funds will be managed to insure the
safety of the portfolio by investing in high quality securities and by maintaining a mix of securities
that will provide reasonable assurance that no single investment or class of investments will have a
disproportionate impact on the total portfolio.

3.1. Objective: In addition to the safety provided by investing in high quality securities, the safety of
the portfolio is enhanced three ways by maintaining a prudent mix (i.e., diversity) of
investments:

3.1.1.Spreading investments over different investment types minimizes the impact any one
industry/investment class can have on the portfolio;

3.1.2.Spreading investments over multiple credits/issuers within an investment type minimizes
the credit exposure of the portfolio to any single firm/institution; and

3.1.3.Spreading investments over various maturity periods minimizes the risk of portfolio
depreciation due to a rise in interest rates

3.2. Policy: The District’s portfolio shall contain a sufficient number and diversity of high quality
marketable securities so that a reasonable portion of the portfolio can be readily converted to
cash without causing a material change in the value of the portfolio.

4. Goal 2, Rank #2, Liquidity: The pool will be managed to ensure that normal cash needs, as well as
scheduled extraordinary cash needs can be met. Further, adequate liquidity shall be maintained to
ensure the unforeseen cash needs, whether ordinary or extraordinary.

4.1. Objective: The District will maintain a cash-flow-generated portfolio balance, sufficient to
cover a one-month operating period. In addition, investments will be made based on a four
month forecasted cash flow.

4.2. Policy: First priority is given to maintaining specific calendar liquidity, as dictated by the most
recent cash forecast. Second priority is the maintenance of Treasury Bill positions adequate to
meet unscheduled needs and domiciled in the San Francisco Depository to facilitate cash needs.
Final consideration would be given to other investments deemed appropriate to portfolio
maintenance, enhancement, or restructuring.
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5. Goal 3, Rank #3, Rate of Return: District investments and deposits shall be made in such a way as
to realize the maximum return consistent with safe and prudent treasury management.

5.1. Objective: The rate of return will be maintained on a consistent level representative of current
market yield direction. Local Agency Investment Fund (LAIF) will be used as a benchmark.

5.2. Policy: Sales gains/losses will not be incurred to the point of significantly altering the final
quarterly apportionment rate. Significant sales gains will be offset for restructuring purposes to
maintain consistent current return, as well as maximizing future portfolio performance.
Significant sales losses shall be incurred only by consent of the Board, or when sufficient profits
negate the alteration of the apportionment rate. Range bonds and inverse yielding securities are
examples of the types of investments, which are precluded by the above stated objective.

6. Reporting and Conformance: This policy shall be reviewed and updated annually by the Board of
Directors. The General Manager or his designee shall prepare a report no later than 30 days after the
end of each calendar guarter, listing all investments and activities of the District, in accordance with
State Law.
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