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BAY AREA WATER SUPPLY & CONSERVATION AGENCY 

STATEMENT OF INVESTMENT POLICY 

 

1. Introduction 

The investment policies and practices of the Bay Area Water Supply & Conservation 
Agency (BAWSCA) are based on state law and prudent money management.  All funds will 
be invested in accordance with the Agency’s Investment Policy and the California 
Government Code. 

2. Scope 

This policy applies to all funds and investment activities under the direction of the 
Agency, including funds held in the name of the Bay Area Water Users Association 
(BAWUA), a California nonprofit corporation of which the Agency is the sole member. 

3. Prudence 

The standard of prudence to be used by investment officials shall be the "prudent investor" 
standard and shall be applied in the context of managing an overall portfolio.  All persons 
investing, reinvesting, purchasing, acquiring, exchanging, selling and managing public funds 
shall act with care, skill, prudence and diligence under the circumstances then prevailing, 
including, but not limited to, the general economic conditions and 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. 
 

Investments shall be made with the judgment and care which persons 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, and in accordance with the provisions of Government 
Code Section 53600 et seq.   

4. Objectives 

The primary objectives, in priority order, of the Agency's investment activities shall 
be: 

A. Safety.  Safety of principal is the foremost objective of the investment 
program.  The Agency’s funds shall be invested in a manner that seeks to ensure 
preservation of capital. 

B. Liquidity.  The Agency’s investments will remain sufficiently liquid to enable 
the Agency to meet its cash flow requirements. 
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C. Return on Investment.  The Agency’s investments shall be designed with the 
objective of attaining a market rate of return consistent with the constraints imposed by its 
safety and liquidity objectives. 

5. Delegation of Authority 

The management and oversight responsibility for investments is hereby delegated to 
the CEO/General Manager who shall monitor and review all investments for consistency 
with this Investment Policy. 

6. Investment of Funds 

A. Permitted Investments and Depositories 

(i) Agency funds may be deposited only in state or national banks and 
state or federal savings associations with offices in California that meet the requirements 
and conditions of the California Government Code, as it may be amended from time to 
time.   

(ii) Collateralization will be required on all deposits in excess of the 
Federal Deposit Insurance Corporation (FDIC) limit, in accordance with Government 
Code Sections 53630-53687 and Section 16522.  

(iii) Funds not deposited in banks or savings associations shall be 
invested in the Local Agency Investment Fund administered by the Treasurer of the 
State of California, in accordance with Government Code Section 16429.1. 

B. Other Limitations 

(i) The General Manager may maintain separate accounts for the 
Agency and for BAWUA.  

(ii) Investment maturities shall be based on a review of cash flow 
forecasts and shall be scheduled so as to allow the Agency to meet all projected 
obligations.  The maturity of any certificate of deposit shall not exceed 12 months. 

7. Investment of Bond Proceeds 

Permitted Investments and Depositories.  Pursuant to Government Code section 
53601(m), a local agency may invest bond proceeds "in accordance with the ordinance, 
resolution, indenture, or agreement of the local agency providing for the issuance of those 
bonds."  Typically, a local agency will specify in its investment policy that the investment of 
bond proceeds is out of the scope of the investment policy because permitted investments 
are specified in the bond indenture.  

Instead, BAWSCA has determined that it would like to at least temporarily use its 
Investment Policy to restrict the vehicles permitted for the investment of bond proceeds to 
more conservative investments than are permitted by the Revenue Bond Indenture, dated 
January 1, 2013, by and between BAWSCA and the Trustee (the "Indenture").  This gives 
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BAWSCA the flexibility to, through amendments to future Investment Policies, gradually 
expand permitted investments for bond proceeds to include some or all of the investment 
vehicles permitted in the Indenture. As such, notwithstanding language allowing a broader 
range of investment vehicles in the Indenture, bond proceeds may be invested only in the 
following instruments: 

(i) “Federal Securities” meaning direct and general obligations of the 
United States of America, or those which are fully and unconditionally guaranteed as to 
timely payment of principal and interest by the same; 

(ii) “Money Market Mutual Funds” meaning funds registered under the 
Federal Investment Company Act of 1940, whose shares are registered under the 
Federal Securities Act of 1933, and having a rating by Standard & Poor’s of “AAAm-G” 
or “AAAm” and, if rated by Moody’s, having a rating by Moody’s of “Aaa,” including 
money market funds from which the Trustee or its affiliates derive a fee for investment 
advisory or other services to the fund or for which the Trustee or any of its affiliates 
serve as investment administrator, shareholder servicing agent, and/or custodian or 
subcustodian, notwithstanding that (i) the Trustee or an affiliate of the Trustee receives 
fees from funds for services rendered, (ii) the Trustee collects fees for services rendered 
pursuant to this Indenture, which fees are separate from the fees received from such 
funds, and (iii) services performed for such funds and pursuant to this Indenture may at 
times duplicate those provided to such funds by the Trustee or an affiliate of the 
Trustee;  

(iii) “Certificates of Deposit” (including those placed by third parties 
pursuant to an agreement between the Agency and the Trustee), trust funds, trust 
accounts, overnight bank deposits, interest bearing money market accounts, time 
deposits, savings accounts, deposit accounts, bankers’ acceptances or money market 
deposits which are fully insured by the Federal Deposit Insurance Corporation, including 
those of the Trustee or its affiliates; and 

(iv) “U.S. Agency Securities” meaning bonds, debentures, notes or 
other evidence of indebtedness issued or guaranteed by any of the following non-full 
faith and credit U.S. government agencies: (1) senior debt obligations of the Federal 
Home Loan Bank System; (2) senior debt obligations of the Federal Home Loan 
Mortgage Corporation (FHLMC); (3) senior debt obligations of the Federal National 
Mortgage Association (FNMA); and (4) consolidated systemwide bonds and notes of the 
Farm Credit System.  The investment in U.S. Agency Securities has a sector allocation 
limit not to exceed 40% of total stabilization fund market value at the time of purchase. 

8. Reporting Requirements 

The CEO/General Manager shall provide the Board a quarterly investment report, 
which shall include the information specified in Government Code Section 53646. 
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9. Annual Review of Investment Policy 

The CEO/General Manager shall annually submit a Statement of Investment Policy 
to the Board, which the Board will consider at a public meeting.  The Agency shall also 
annually verify that deposits are properly collateralized. 

 


