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The City is establishing the following policies to provide the means for investing the
public funds held by the City of Winters and the City of Winters Community
Development Agency.

1. Policy
It is the policy of the City of Winters and the City of Winters Community
Development Agency to invest public funds in a manner which will provide the
highest investment return with the maximum security while meeting the daily
cash flow demands of the City and conforming to all Federal, State and local
statutes governing the investment of public funds

2. Scope
This investment policy applies to all financial assets of the City of Winters and the
City of Winters Community Development Agency. These funds are accounted for
in the monthly and annual financial reports as well as in the annual audit
performed by an independent certified public accountant.

3. Responsibility
The authority for investment for municipal governments is set forth in Article 1,
Chapter 4 of the California Government Code (Section 53600 et.seq.). The
responsibilities for investing excess cash and transferring funds for immediate use
are assigned to the Director of Financial Management, Director of Administrative
Services, or the City Manager.

4. Objectives
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When investing, reinvesting, purchasing, acquiring, exchanging, selling and
managing pubiic funds, the objectives of the City shaii be to safeguard the
prindpai of the funds invested, to meet the iiquidity needs of the City, and to
achieve a reasonabie rate of return on the invested funds.

5. Ethics and Conflicts of Interest

Officers and empioyees invoived in the investment process shaii refrain from
personai business activity that conflicts v^ith the proper execution of the
investment program, or impairs their abiiity to make impartiai investment
decisions. Additionally, the City Manager, Director of Financial Management,
Director of Administrative Services and City Treasurer are required to annually file
applicable financial disclosures as required by the Fair Political Practices
Commission (FPPC).

6. Authorized Investments

Investment of City funds Is governed by the California Government Code
Sections 53600 et.seq. Within the context of the limitations, the foiio\ving
investments are authorized, as further limited herein:

i. United State Treasury Bills, Bonds and Notes or those for which the full faith and
credit of the United States are pledged for payment of principal and interest.
There is no percentage limitation of the portfolio that can be invested in this
category, although a five-year maturity limitation is applicable.

ii. Obligations issued by Federal Government Agencies, such as the
Government National Mortgage Association (GNMA), the Federal Farm
Credit System (FFCB), the Federal Home Loan Bank Board (FHLB), the Federal
National Mortgage Association (FNMA), the Student Loan Marketing
Association (SLMA), and the Federal Home Loan Mortgage Association
(FHLMC). There is no percentage limitation of the portfolio that can be
invested in this category, although a five-year maturity limitation is applicable.

Hi. 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 the City of Winters or City of Winters
Community Development 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 of the City of Winters, or City of Winters Community
Development Agency providing for the issuance^

investments in items c through ] are further restricted to percentage of the cost
value of the portfolio in any one issuer name to a maximum of 15%. The total value
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invested in any one issuer shall not exceed 15% of the issuer's net worth. A five-year
maximum maturity limitation is applicable unless further restricted in this policy.

iv.Bills of exchange or time drafts drawn on and accepted by commercial banks,
otherwise known as banker's acceptances. Bankers acceptances purchased
may not exceed 180 days to maturity or 40% of the cost value of the portfolio,
however no more than 30% of the agency's money may be invested in the
bankers acceptances of any one commercial bank.

V.Commercial paper of "prime quality of the highest ranking or of the highest
letter and number rating as provided for by an nationally recognized
statistical -rating organization (NRSRO). The issuer shall meet all of the
following conditions in either paragraph (1) or paragraph (2)
a. The issuing entity must meet the following criteria:

❖ Is organized and operating in the United States as a general
corporation.

❖ Has total assets in excess of five hundred million dollars ($500,000,000)
❖ Has debt other than commercial paper, if any, that is rated "A" or

higher by a nationally recognized statistical rating organization (NRSRO)
b. The issuing entity must meet the following criteria.

i. Is organized within the United States as a special purpose corporation,
trust or limited liability company.

ii. Has program wide credit enhancements including, but not limited to,
over collateralization, letters of credit or surety bond.

iii. Has commercial paper that is rated "A-1" or higher, or the equivalent,
by a nationally recognized statistical rating organization (NRSRO).
Purchase of eligible commercial paper may not exceed 270 days to
maturity nor represent more than 10% of the outstanding paper of the
issuing corporation. Purchases of commercial paper may not exceed
25% of the cost value of the portfolio. Purchases of commercial paper
from any one issuer cannot exceed 10%.

vi. Negotiable Certificates of Deposit issued by nationally or state chartered
banks or state or federal savings institutions. Purchases of negotiable
certificates of deposit may not exceed 30% of total portfolio. A maturity
limitation of 5 years is applicable.

vii. Repurchase agreements that specify terms and conditions may be
transacted with banks and broker dealers. The maturity of the repurchase
agreements shall not exceed 90 days. The market value of the securities used
as collateral for the repurchase agreements shall be monitored by the
investment staff and shall not be allowed to fall beiow 102% of the value of

the repurchase agreement. A PSA Master Repurchase Agreement is required
between the City of Winters and the broker dealer or financial institution for all
repurchase agreements transacted.

viii. Local Agency Investment Fund (LAIF) which is a State of California managed
investment pool may be used up to the maximum permitted by California
State Law.
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ix. Time deposits, non-negotiable and collateralized in accordance with the
California Government Code, may be purchased through banks or savings
and loan associations. Since time deposits are not liquid, no more than 25%
of the investment portfolio may be invested in this investment type.

X. Medium Term Corporate Notes with a maximum maturity of five years may be
purchased. Securities eligible for investment shall be rated AA or better by
Moody's or Standard & Poor's rating services. Purchase of medium term
notes may not exceed 30% of the market value of the portfolio and no more
than 15% of the market value of the portfolio may be invested in notes
issued by one corporation. Commercial paper holdings should also be
included when calculating the 15% maximum.

xi. Ineligible investments are those that are not described herein, including, but
not limited to, common stocks, reverse repurchase agreements, inverse
floaters, range notes, mortgage derived interest only strips, derivatives
securities, any security that could result in zero interest accrual, and long term
(over five years in maturity) notes and bonds are prohibited from use in this
portfolio. It is noted that special circumstances arise that necessitate the
purchase of securities beyond the five-year limitation. On such occasions,
requests must be approved by the City Council prior to purchase.

xii. Various daily cash funds administered for or by trustees, paying agents and
custodian banks contracted by the City of Winters may be purchased as
allowed under State of California Government Code. Only funds holding US
Treasury or Government agency obligations can be utilized.

7. Diversification

Investments will be diversified by security type and institution. With the exception
of U.S. Treasury security and authorized pools, no more than 50% of the total
investment portfolio will be invested in single security type or with single financial
institution.

8. Authorized Financial Dealers and Institutions

The City of Winters shall transact business only with banks, savings and loans, and
with broker/dealers. The broker/dealers will be primary dealers regularly
reporting to the New York Federal Reserve Bank.

9. Collateral Requirements
Collateral is required for investments in certificates of deposit and repurchase
agreements. In order to reduce market risk, the collateral level will be at least
102% of market value of principal and accrued interest.

In order to conform with the provisions of the Federal Bankruptcy Code which
provides for liquidation of securities held as collateral, the only securities
acceptable as collateral shall be certificates of deposit, commercial paper,
eligible banker's acceptances, medium term notes or securities that are the
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direct obligation of, or are fully guaranteed as to principal and interest by the
United States or any agency of the United States.

10. Safekeeping of Securities
To protect against fraud or embezzlement or losses caused by collapse of on
individual securities dealer, all securities owned by the City of Winters shall be
held in safekeeping by a third party bank trust department, acting as agent for
the City under the terms of a custody agreement or PSA agreement (repurchase
agreement collateral). All trades executed by a dealer will settle delivery vs.
payment (DVP) through the City's safekeeping agent. Securities held in custody
for the City shall be independently audited on an annual basis to verify
investment holdings.

11. Infernal Control

Existing separation of functions is designed to provide an ongoing internal review
to prevent'the potential for converting assets or concealing transactions.

Existing procedures require all wire transfers to be confirmed by the appropriate
financial institution. Proper documentation obtained from confirmation and
cash disbursement wire transfers is required for each investment transaction.
Timely bank reconciliation is conducted to ensure proper handling of all
transactions.

The investment portfolio and all related transactions are reviewed and balanced
to appropriate general ledger accounts by the Director of Financial
Management on a monthly basis.

12. Reporting
The Director of Financial Management will prepare monthly financial and
investment reports for the City Manager to review and then report to the City
Council.

13. Interesf Earnings
All investment earnings earned and collected from investments authorized in this
policy will be allocated monthly to various fund accounts based on the cash
balance in each tund as a percentage of the entire pooled portfolio.

14. Legislative Changes
Any State of California legislative action that further restricts allowable maturities,
investment type or percentage allocation, will be incorporated into the City of
Winters investment policy and supersede any and all previous applicable
language.
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15. Policy Review
The City of Winters investment policy has been adopted by Resolution ot the City
Council and shall be reviewed at least annually to ensure its consistency with
the overall objectives ot preservation ot principal liquidity and yield, and its
relevance to current law and financial and economic trends. Any amendments
to the policy shall be forwarded to the City Council for approval.
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