
STAFF REPORT 
 

 

MEETING DATE: December 19, 2024 
SUBJECT:  Approve Adding Local Government Investment Pools (LGIPs) to SRTA’s  
   Investment Portfolio and Update to Financial Policies  
AGENDA ITEM: 14 
STAFF CONTACT: Jessica Carlson, Chief Fiscal Officer 

 
SUMMARY: On September 5, 2024 (Attachment A), October 22, 2024 (Attachment B), and 
December 9, 2024, the Fiscal and Policy Committee discussed SRTA’s current investment 
portfolio and policies, considered the potential benefits and concerns of investing in Local 
Government Investment Pools (LGIPs), and provided feedback on a draft Statement of 
Investment to add to SRTA’s investment policies. Staff analysis finds that investing in LGIPs 
complies with SRTA’s investment strategy, aligns with SRTA’s financial policies of security, 
liquidity, and a reasonable rate of return on invested funds, and recommends adding LGIPs as an 
investment option to the SRTA portfolio. 
 
STAFF RECOMMENDATION: 
It is recommended that the board of directors: 

1. Receive a report on Local Government Investment Pools (LGIPs);  

2. Approve the inclusion of the Statement of Investment (Attachment D) to SRTA’s Financial 

and Accounting Policies, allowing LGIPs as an investment option; and, 

3. Authorize the executive director to submit documents to enroll in LGIPs and invest regional 

funds.  

 

DISCUSSION: 
Background – On September 5, 2024, and October 22, 2024, the Fiscal and Policy Committee 
discussed SRTA’s current investment portfolio and considered the benefits and concerns of 
investing in Local Government Investment Pools (LGIPs). California Government Code (CGC) 
Section 6509.7 allows an LGIP to be formed under a Joint Powers Agreement (JPA) and to issue 
shares of beneficial interest to participating public agencies. To date, SRTA has only invested in 
the County Treasury pool for select transit funds and is using bank accounts to accrue interest on 
other program and reserve funds SRTA administers. Staff seeks board of directors’ direction on 
adding LGIPs as an investment option in SRTA’s portfolio.  
 
Local Government Investment Pools (LGIPs) – There are strict regulations governing how LGIPs 
are managed and the type and proportion of investments that can be used (see discussion in 
Attachment B staff report). Staff reviewed three LGIPs available for participation: California 
Cooperative Liquid Assets Securities System (California CLASS), California Asset Management 

https://www.srta.ca.gov/DocumentCenter/View/9556/5_CLASS_Report
https://www.srta.ca.gov/DocumentCenter/View/9630/5_CLASS
https://www.srta.ca.gov/DocumentCenter/View/9556/5_CLASS_Report
https://www.srta.ca.gov/DocumentCenter/View/9630/5_CLASS
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Program (CAMP), and CalTRUST. Comparison between the LGIPS shows few differences with 
notable ones being investment advisors, inception date of the JPA, assets, and investment 
weighted average maturity (see highlighted items in Attachment C). LGIPs offer several benefits 
as an investment option, including: 1) the security of AAAm Standard and Poor’s ratings; 2) stable 
Net Asset Value (NAV) of $1.00; and 3) weighted average maturities (WAM) averaging 60 days. 
Investment returns currently average five percent, which is generally 80-90 basis points higher 
than the Local Agency Investment Fund (LAIF) and are calculated daily rather than at month-end, 
allowing for greater interest earned. California CLASS has been the LGIP illustration in the last 
two reports to the Fiscal and Policy Committee. 
 
LGIPs offer smaller government agencies, such as SRTA, the opportunity to pool resources with 
similarly sized agencies to realize investment returns on program funds typically reserved for 
larger agencies with greater investment capacity. Additionally, the specialty pool establishes its 
own policies in alignment with state laws and engages experienced investment advisors to 
manage the buying, selling, and trading of investment instruments on behalf of the pool’s 
members. This allows agency personnel to avoid the need for specialized knowledge of market 
trading and daily monitoring. In conclusion, staff analysis confirms that investing in LGIPs aligns 
with SRTA's investment strategy and adheres to the Agency’s financial policies, which prioritize 
security, liquidity, and a reasonable rate of return on invested funds. 

Available Funds for Investment  ̶  The Agency’s assets are categorized into three (3) main fund 
categories: General Operating funds, Advanced Grant funds, and Agency Reserves. The current 
location and balance of funds as of October 31, 2024, are provided in Attachment E. A brief 
summary of each is below: 
 

General Operating funds are used for the agency’s day-to-day operations and include various 
administrative funds. Account activity for these funds are weekly or monthly and include 
program funds (e.g., Local Transportation Fund (LTF), Planning, Programming and Monitoring 
funds (PPM), and State Transit Assistance (STA), etc.,). Staff recommends these funds remain 
in a local commercial bank or County treasury accounts and not be invested. Staff also 
recommends State of Good Repair (SGR) and Low Carbon Transit Operating Program (LCTOP) 
funds not be invested as these two programs have reimbursing activities at monthly or more 
frequent intervals.  
 
Advanced Grant funds are held and administered by SRTA on behalf of the region to be used 
as reimbursement for eligible expenditures on approved projects. Programs that distribute 
funds to SRTA in advance include: Regional Early Action Plan (REAP 2.0), Regional Surface 
Transportation Program (RSTP), and Transit Operating, Planning, and Capital programs (e.g., 
TIRCP and ZETCP under SB125). Staff recommends Advanced Grant funds be invested in order 
to maximize interest earned on program assets, which can be used on similar eligible 
program projects. 
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Agency Reserves are accounts setup for specific funds with specific purposes as approved by 
the board of directors. For example, SRTA has reserves for the Consolidated Transportation 
Services Agency (CTSA) to maintain equipment and vehicles or fund operations, the Non-
Motorized program for local match to competitive grants, and building expenses to maintain 
SRTA’s property. Staff recommends that Agency Reserves be invested to optimize the long-
term return of SRTA and regional assets with the intention of utilizing the interest to offset 
increasing and unexpected costs and future demands on the regional allocation of certain 
grant programs. 
 

Proposed Investment Strategies – The SRTA Board of Directors may choose to invest all of the 
available funds into a single LGIP or divide the funds across multiple pools. Splitting the Advance 
Grant and Agency Reserve funds into two groups and investing into separate LGIPs diversifies the 
Agency’s investments, thereby reducing risk. It also allows for performance analysis of the two 
LGIPs against current Agency holdings in commercial banks and the Local Agency Investment 
Fund (LAIF). SRTA could alternatively invest a smaller portion of assets to monitor performance 
for a probationary period. Table 1 proposes two potential options to divide funds in the 
prospective LGIP accounts for board input.  

Table 1: Proposed Divisions of Investment Funds 

Option One: Proposed Division of Investment Funds into Two LGIPs 

Account Name LGIP Total 

TIRCP General Fund (SB125) CLASS $9,501,628.34 

ZETCP GGRF Fund (SB125) CLASS $537,321.69 

TIRCP GGRF Fund (SB125) CLASS $25,466.08 

ZETCP PTA Fund (SB125) CLASS $464,207.38 

 Total in CLASS $10,528,623.50 

   

Regional Surface Transportation Program (RSTP) CAMP $5,969,516 

Regional Early Action Plan (REAP 2.0) CAMP $417,733.99 

CTSA Reserve CAMP $91,314.70 

Non-Motorized CAMP $2,084,182.06 

Planning Reserve CAMP $94,213.37 

Building Reserve CAMP $162,207.06 

STA Reserve CAMP $1,259,629.35 

TDA Loan Fund for Regional Transportation CAMP $284,882.39 

 Total in CAMP $10,363,678.90 

Option Two: Proposed Division of Initial Investment Funds in One LGIP 

Account Name LGIP Total 

ZETCP PTA Fund (SB125) CAMP $464,207.38 
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Regional Surface Transportation Program (RSTP) CAMP $5,969,516 

CTSA Reserve CAMP $91,314.70 

Non-Motorized CAMP $2,084,182.06 

Building Reserve CAMP $162,207.06 

 Total in CAMP $8,771,427.20 

 
Policy Updates and Reporting – The Fiscal and Policy Committee directed staff to create a risk 
tolerance policy. Section 2.15.040 Investments in SRTA’s Policies and Procedures Manual 
(Attachment F) already describes certain types of risks and practical risk management strategies 
for each. Staff recommends the inclusion of the draft Statement of Investment  (Attachment D), 
which further expands on SRTA’s Standard of Care, Investment Objectives, Internal Controls, as 
well as other components of the Agency’s investment portfolio. By implementing this policy, risk 
tolerance is more fortified through a prudent code of conduct by the agency and investing staff, 
as well as transparency and accountability with regular and frequent reporting to the executive 
director and the SRTA Board of Directors.  
 
Monthly reports to the executive director and quarterly reports to the Fiscal and Policy 
Committee will evaluate performance of all investments. Consistent with existing policies, the 
Fiscal and Policy Committee will serve as an oversight body to ensure compliance with applicable 
laws and SRTA policy. The recommended Statement of Investment policy update also permits 
the board of directors to request an audit by a qualified independent consultant to review SRTA’s 
investment portfolio and performance at its discretion. Staff recommends a performance report 
to the board of directors each meeting for the first year, and annually thereafter. 
 
ALTERNATIVES: 
The board of directors may direct staff to invest all, some, or none of the Agency’s assets in LGIPs. 
If no assets are invested, they will remain in corporate bank accounts and the Shasta County 
Treasury. The board of directors can suggest changes or edits to SRTA’s current investment 
policy, request changes to the Statement of Investment, decline to update the investment 
policies at this time, or request more information and table this item to a future meeting.  
 
FISCAL & POLICY  COMMITTEE REVIEW: 
The Fiscal & Policy Committee met on September 5, 2024, and October 22, 2024, to review and 
discuss the addition of LGIPs to SRTA’s portfolio. The Committee met on December 9, 2024, to 
review and provide feedback on the investment policy changes and staff recommendations. 
  
FISCAL IMPACT: 
SRTA’s existing accounts provide minimal interest returned on the grant funds SRTA receives and 
administers on behalf of the region. By investing funds in LGIPs, the region (i.e., cities, county, 
and transit operators) benefits from increasing amounts of funds available to maintain and 
improve the region’s transportation system and to use as match for competitive grants. 
Additionally, added interest gained on reserve accounts would help SRTA maintain agency-
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owned assets in good condition (e.g., SRTA’s building, IT equipment, etc.) thereby potentially 
reducing SRTA’s future Indirect Cost Allocation Plan (ICAP) rate and the need to borrow funds in 
the future for necessary maintenance costs. 

There is no guarantee on the amount of interest earned on investments as rates vary and are 
subject to change by a variety of factors outside SRTA’s control. However, SRTA’s policies 
encourage investing idle funds as much as possible and LGIPs present an opportunity to 
potentially experience higher returns. Note that the Federal Deposit Insurance Corporation 
(FDIC) or any other government agency does not insure or guarantee an investment in LGIPs. Past 
fund performance does not guarantee future results. Any financial and/or investment decision 
may incur losses.  

__________________________________ 
Sean Tiedgen, AICP, Executive Director 

Attachments: 
A: Staff Report presented to the Fiscal and Policy Committee on September 5, 2024 
(https://www.srta.ca.gov/DocumentCenter/View/9556/5_CLASS_Report). 
B: Staff Report presented to the Fiscal and Policy Committee on October 22, 2024 
(https://www.srta.ca.gov/DocumentCenter/View/9630/5_CLASS). 
C:   LGIP Comparative Table: CLASS, CAMP, and CalTRUST 
D:  Statement of Investment Policy (Draft) 
E:   Account Position and Balance as of October 31, 2024 
F:   SRTA’s Policies & Procedures Manual, Section 2.15.040 Investments 

https://www.srta.ca.gov/DocumentCenter/View/9556/5_CLASS_Report
https://www.srta.ca.gov/DocumentCenter/View/9630/5_CLASS
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Attachment C
Local Agency Investment Pools (LGIPs) Comparison

CLASS - Prime Fund CAMP - Cash Reserve CalTRUST - Liquidity
Total Returns 2023 5.53% 5.24% 5.22%
Inception 2022 1989 2003
Governing Code 53601 53601 53601
NAV $1.00 $1.00 $1.00
WAM <60 days 60-120 days 26-39 days
Standard & Poors AAAm AAAm AAAm
Investment Advisor Public Trust Advisors, LLC PFM Asset Management State Street Global Advisors
Custodian US Bank US Bank US Bank
Online Portal Yes Yes Yes
Participants 120 (Jan 2023) 188 (July 2024) 150 (Nov 2024)
Account Limit None None None
Earnings calculated Daily Daily Daily
Dividends Paid Month-end Month-end Month-end
Withdrawals Any Business Day Any Business Day Any Business Day
Assets $1.5 Billion $1.7 Billion $4.2 Billion
Board (references) Christina Turner, Morgan Hill Karen Adams, Merced County John Colville, City of Sacramento

George Harris, City of Lancaster Steve Dial, SJCOG Don Kent, Riverside County
Kevin Phillips, Paradise Irrigation District Andre Douzdjian, SANDAG Dan Mierzwa, Contra Costa County
Ryan Clausnitzer, Alameda County Mosquito Jordan Kaufman, Kern County Thomas Hays, Eastern Municipal Water District
Margaret Moggia, Discovery Bay David Persselin, City of Fremont Chuck Lomeli, Solano County

Lauren Warren, San Diego County Matt Paulin, City of Elk Grove
Duane Wolterstorff, Modesto City Schools Mary Zeep, Monterey County
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Statement of Investment Policy 
 
 

I. Policy Statement 

The purpose of this Investment Policy (Policy) is to establish cash management 
and investment guidelines for the Shasta Regional Transportation Agency 
(SRTA) Board of Directors, the Executive Director, and the Chief Fiscal Officer, 
who are responsible for the stewardship of SRTA’s Investment Program. Each 
transaction and the entire portfolio must comply with California Government 
Code Sections 53600 and 53635 et seq. and this Policy. All general pool 
portfolio activities will be judged by the standards of the Policy and ranking of 
investment objectives. Those activities that violate its spirit and intent will be 
deemed to be contrary to the Policy.  

This Policy implements and is consistent with SRTA investment policies outlined 
in Section 2.15.040 – Investments, of SRTA’s Financial & Accounting Policies & 
Procedures. This Policy conforms to customary standards of prudent 
investment management. Should the provisions of the Code change from those 
contained herein; such provisions will be considered incorporated in this Policy. 
This Policy shall remain in effect until the SRTA Board of Directors approve a 
subsequent revision. 

 
II. Scope 

This Investment Policy applies to all financial assets and investment activities of 
SRTA with the following exceptions: 

1. Investments in the Agency’s Defined Contribution Plans (Deferred 
Compensation) 

2. Investments of Debt Service, Construction, Acquisition, Project, and 
Bond Reserve Funds (Debt Issuance) 

3. Investments in the Agency’s Defined Benefit Plans (Pension) 
4. Investments in “special investment pools”, or  local agencies that pool 

money in deposits or investments with other local agencies (e.g., SRTA 
with the Shasta County Treasury), including local agencies that have the 
same governing body (e.g., Local Government Investment Pools under a 
Joint Powers Agreement). These pools will be managed in accordance 
with the respective pool’s policy. If none exists, the pool’s policy will be 
deemed to be the California State Government Code Sections 53600 – 
53635 et seq. 

 
III. Delegation 

 
No persons may engage in an investment transaction except as provided under 
the terms of this Policy and the procedures established by the executive 
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director. 

IV. Standard of Care

The authorized signers for investment accounts, as well as any individual
assigned to manage Agency funds, shall use the “Prudent Investor” standard.
These investment officers, acting in accordance with this Policy, written
portfolio guidelines and procedures, and exercising due diligence, shall be
relieved of personal responsibility for individual security’s credit risk and/or
market price changes, provided deviations from expectations are reported in
the monthly and quarterly investment reports to the board of directors, and
appropriate action is taken to control adverse developments.

The Prudent Investor Rule as described in California Government Code Section
53600.3 states that “…all governing bodies of local agencies or persons
authorized to make investment decisions on behalf of those local agencies
investing public funds pursuant to this chapter are trustees and therefore
fiduciaries subject to the prudent investor standard. When investing,
reinvesting, purchasing, acquiring, exchanging, selling, or managing public
funds, a trustee shall act with care, skill, prudence, and diligence under the
circumstances then prevailing, including, but not limited to, the general
economic conditions and the 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. Within the limitations
of this section and considering individual investments as part of an overall
strategy, investments may be acquired as authorized by law.”

The authorized signers and Agency employees involved in the investment
process, shall refrain from all personal business activity that could conflict with
the management of the investment program. All individuals involved with the
investment of Agency funds, or review of investment transactions, will be
required to report all gifts and income in accordance with Agency Policy and
California state law.

When investing, reinvesting, purchasing, acquiring, exchanging, selling, and
managing public funds, the executive director, chief fiscal officer (CFO), or
other authorized designees shall act with the care, skill, prudence, and diligence
to meet the aims of the investment objectives listed in Section V., Investment
Objectives.

V. Investment Objectives

The Investment Program shall ensure that all proceeds are prudently invested
in order to earn a market rate of return, while awaiting eligible use for each
applicable program. In managing the Investment Program, the executive
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director, CFO, and authorized Department of Finance (Finance) personnel, 
should avoid all transactions that fall outside of the prudent investor standard 
as defined in Section IV. Investments should be made with precision and care 
considering the safety of the principal investment, as well as the income to be 
derived from the investment. The specific objectives for the Program are 
ranked in order of importance. 

A. Safety of Principal

The Agency’s first objective shall be to protect the portfolio’s value by
instituting prudent practices to manage portfolio risk and by instituting a
system of controls that are adequate to protect against fraud or
mismanagement. Prudent practices to manage portfolio risk might
include establishing a target average duration to control exposure to
market, or interest rate risk; Interest rate risk is the risk that changes in
interest rates will adversely affect the fair value of an investment.
M a r k e t  risk may be mitigated by the diversification of maturities of
fixed income securities. Another example would be establishing a
minimum rating standard for corporate investments to control credit
risk. Credit risk is measured by the probability that an issuer will not
make timely payment of principal or interest. The risk can be measured
by credit ratings from “nationally recognized statistical rating
organizations” such as Moody’s and Standard & Poor's (S&P). Other
research techniques include but are not limited to probability of default
analysis based on the Merton model, which measures the financial
viability of a corporation.

The Agency’s goal is to safeguard the principal of the funds invested;
however, the Agency may elect to sell a security prior to its maturity and
record a capital gain or loss in order to improve the quality, liquidity, or
rate of return of the portfolio in response to market conditions and/or
the Agency’s risk preferences.

B. Liquidity

The second objective of the Investment Program shall be to have
sufficient funds to ensure the Agency can meet all operating
requirements that may be reasonably anticipated (e.g. daily cash flow
requirements). Flexibility may be achieved in a number of ways
including purchasing short-term maturity investments, including but not
limited to, collected balance accounts, registered money market funds,
repurchase agreements, State of California Local Agency Investment
Fund (LAIF), Local Government Investment Pools (LGIPs), county pools,
and other permissible investments that are readily marketable to a large
number of securities dealers.

ITEM 14: ATTACHMENT D



 

 SRTA Statement of Investment Policy (Effective December 19, 2024)    Page 6 of 17  

C. Rate of Return 

The third objective of the Investment Program shall be designed to 
attain a reasonable rate of return through budgetary and economic 
cycles consistent with the risk limitations, prudent investment 
principles, and cash flow characteristics identified herein. For 
comparative purposes, the Agency will compare its performance to the 
performance of market benchmarks of similar duration and sector 
allocation. 

 
VI. Implementation 

 
In order to provide direction to those responsible for management of the 
Investment Program, the executive director has established this Policy and will 
present it to the Fiscal and Policy Committee for review in accordance with the 
Agency Investment Policy, Section 2.15.040, on an annual basis. The Committee 
may direct staff to present changes to the SRTA Board of Directors for approval 
when necessary. 

 
VII. Internal Controls 

 
The executive director will establish internal control procedures for applicable 
investments to provide reasonable assurance that the investment objectives 
are met and to ensure that the assets are protected from theft or misuse. The 
executive director and CFO shall be responsible for ensuring that all investment 
transactions comply with the Agency’s Investment Policy and the California 
Government Code. 

 
The CFO shall establish a process for daily, monthly, quarterly, and annual 
review and monitoring of Investment Program activity. 

 
Daily, the CFO or authorized finance personnel shall review the investment 
activity, as well as corresponding custodial and commercial bank balances and 
positions for compliance with the Investment Policy and Guidelines. 

 
At the request of the board of directors, an independent audit of the 
Investment Program’s activities may be conducted to determine compliance 
with the Agency’s Investment Policy and the Government Code. The audit shall 
be conducted by an independent consultant with experience in auditing 
investment programs consistent with industry standards as promulgated by the 
Global Investment Performance Standards (GIPS) adopted by the CFA Institute 
Board of Governors. 
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VIII. Investment Parameters

A. Investment of Funds

The Cash Flow Horizon is the time period for which the pooled
investment fund’s cash flow can be reasonably forecasted. Consistent
with the California Government Code requirements, this Policy
establishes the Horizon to be six months.

The Agency’s assets are comprised of three (3) main fund categories:
General Operating funds, Advanced Grant funds, and the Agency
Reserves. Each fund category has unique expected net expenditure
requirements for the Cash Flow Horizon.

The General Operating funds, which include administrative funds such
as those allocated to the Agency from the Local Transportation Fund
(LTF), Planning, Programming and Monitoring funds (PPM), and the
administration set aside applicable to each awarded grant program.
The General Operating funds are used for day-to-day operations, as
well as required local match funds for Consolidated Planning Grants
(CPG) through the Overall Work Program (OWP). General Operating
Funds will be managed to ensure the Agency’s daily cash flow needs
are met in accordance with SRTA Policy 2.15.030 Cash Management
and Forecasting.

Advanced Grant Funds are held by the Agency awaiting reimbursement
to eligible recipients for eligible expenditures on approved projects.
Advanced Grant Funds may be invested in order to optimize the long-
term return of program assets to be used in the same manner that the
grant funds were awarded.

The Agency Reserves are held in reserve by the agency and are available
to be spent at the discretion of the board of directors in the manner of
which they so dictate. They include Reserves for activities like: Planning,
Building, TDA funds for regional loans, approved STA reserve projects,
Non-Motorized program, for the Consolidated Transportation Services
Agency (CTSA), and other assigned projects or programs. Agency
Reserves may be invested in order to optimize the long-term return of
Agency’s assets with the intention of utilizing the funds to offset
increasing and unexpected costs, and future demands on the regional
allocation of certain grant programs.

B. Competitive Bidding

It is preferred that all investment purchases be made through
competitive bidding. However, this policy recognizes that competitive
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bidding is not applicable for new issues of securities since these issues 
are quoted at the same price at or near par for a certain period of time. 
This policy also recognizes that for secondary market agencies, 
corporate bonds, and some money market securities, it is not always 
possible to locate three brokers who offer the same security. In the 
event that three quotes are not obtained, supporting documentation 
from an independent financial source must be included to demonstrate 
market pricing. 

However, securities may be liquidated without soliciting competitive 
bids in order to reduce future losses on securities of companies with 
financial difficulties that are or are anticipated to experience rapidly 
declining market value. 

 
C. Authorized Investments 

Investment Types 
 

Authorized investments shall conform to 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 et seq., investments into the Local Agency Investment Fund 
(LAIF). 

The authority to invest funds pursuant to California Government Code 
Section 53601 includes the authority to invest in financial futures or 
financial option contracts in any of the investment categories 
enumerated in that section. 

 
Collateralization 

 
Full collateralization of deposits is required on all demand deposits in 
accordance with California Government Code Section 53652. 
 

D. Credit Requirements, Maximum Maturities, and Maximum Concentrations 

All long-term issuers rated A or higher by two Nationally Recognized 
Statistical Rating Organization (NRSO) are approved for purchase.  

No more than 10% of the portfolio, except Treasuries and Agencies, may 
be invested in securities of a single issuer including its related 
entities. 

E. Authorized Financial Institutions and Direct Issuers 

All transactions initiated on behalf of the Investment Program and SRTA 
shall be executed through either banks and securities, broker/dealers 
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designated as “Primary Dealers” defined by the Federal Reserve Bank of 
New York as “banks and securities broker/dealers that trade in U.S. 
Government securities with the Federal Reserve Bank of New York” or 
direct issuers that directly issue their own securities. 

Transactions may be executed through secondary dealers subject to all 
the following conditions: 

 
1. The broker/dealer must qualify under the SEC Rule 15C3-1 (uniform 

net capital rule). 
2. The broker/dealer and the individual must be properly 

registered with the appropriate state and federal regulatory 
bodies. 

3. Audited financial statements demonstrating compliance with 
state and federal capital adequacy guidelines. 

4. Each broker/dealer will be evaluated on trade execution, accuracy 
and timeliness of information, and quality of service. 

 
All broker/dealers will receive a copy of this Policy, a broker/dealer 
registration, and a list of those persons authorized to execute 
investment transactions. 

 
F. Safekeeping and Custody 

In accordance with California Government Code Section 53601, all 
security transactions, with the exception of collateralized and/or 
insured time deposits, State of California Local Agency Investment Fund 
(LAIF) and bank short-term investment funds (bank's overnight 
investment fund), shall be conducted on a Delivery-Versus-Payment 
(DVP) basis pursuant to an approved custodial safekeeping agreement. 
Securities will be held by an independent third party custodian 
designated by the executive director and evidenced by 
safekeeping receipts. 

 
G. Calculation of Earnings and Costs 

The CFO will track and report on earnings and costs associated with 
managing the investment portfolio along with the performance report. 
These costs include, but are not limited to, investment management, 
accounting for investment activity, custody of assets, managing and 
accounting for banking, receiving and remitting deposits, oversight 
controls, etc.  
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IX. Reviewing, Monitoring and Reporting of the Portfolio 
 

The Agency’s Investment Advisor will prepare and present at least monthly a 
comprehensive review and evaluation of the transactions, positions, and 
performance of the Investment Program and compliance with the California 
Government Code, Agency Investment Policy and Investment Guidelines. 

The CFO will provide a detailed report on the Investment Program monthly to 
the executive director and every fiscal quarter to the board of directors. The 
report will detail any funds under the management of contracting parties, 
security transactions, a statement of compliance to the policy, and a statement 
of the Investment Program's ability to meet the expected net expenditure 
requirements for the next six months. 
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Appendix A GLOSSARY 
 

BANKER’S ACCEPTANCE: A money market 
instrument created to facilitate 
international trade transactions. This 
instrument is highly liquid and safe 
because the risk of the trade transaction 
is transferred to the bank that "accepts" 
the obligation to pay the investor. 

 
BANK DEPOSITS: Collateral in the form of 

currency that may be in the form of 
demand accounts (checking) or 
investments in accounts that have a 
fixed term and negotiated rate of 
interest. 

 
BENCHMARK: A comparative base for 

measuring the performance or risk 
tolerance of the investment portfolio. A 
benchmark should represent a close 
correlation to the level of risk and the 
average duration of the portfolio’s 
investments. 

 
BID: The price at which a buyer offers to buy 

a security. 
 
BOND: A bond is essentially a loan made by 

an investor to a division of the 
government, a government agency, or a 
corporation. The bond is a promissory 
note to repay the loan in full at the end 
of a fixed time period. The date on 
which the principal must be repaid is 
the called the maturity date, or 
maturity. In addition, the issuer of the 
bond, that is, the agency or corporation 
receiving the loan proceeds and issuing 
the promissory note, agrees to make 
regular payments of interest at a rate 
initially stated on the bond. Bonds are 
rated according to many factors, 

including cost, degree of risk, and rate of 
income. 

BROKER: A broker brings buyers and sellers 
together for a transaction for which the 
broker receives a commission. Brokers 
generally do not hold inventory or make 
a market for securities. 

 
CALIFORNIA DEBT AND INVESTMENT 

ADVISORY COMMISSION (CDIAC):  
CDIAC provides information, education 
and technical assistance on public debt 
and investments to local public agencies 
and other public finance professionals. 

CALLABLE SECURITIES: An investment 
security that contains an option 
allowing the issuer to retire the security 
prior to its final maturity date. 

 
CALIFORNIA LOCAL AGENCY OBLIGATIONS: 

See Local Agency Bonds. 
 
CAPITAL GAIN: The amount by which an 

asset's selling price exceeds its initial 
purchase price. 

 
CAPITAL LOSS: The decrease in the value of 

an investment or asset below its initial 
purchase price. 

CD (CERTIFICATE OF DEPOSIT): A CD is a 
note issued by a bank for a savings 
deposit that an individual agrees to 
leave invested in the bank for a certain 
term. At the end of this term, on the 
maturity date, the principal may either 
be paid to the individual or rolled over 
into another CD. Interest rates on CDs 
between banks are competitive. Monies 
deposited into a CD are insured by the 
bank, thus they are a low-risk 
investment. Maturities may be as short 
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as a few weeks or as long as several 
years. Most banks set heavy penalties 
for premature withdrawal of monies 
from a CD. Large- denomination CD’s 
are typically negotiable. 

 
CFA INSTITUTE: CFA Institute is the global, 

not-for- profit association of investment 
professionals that awards the CFA 
(Chartered Financial Analyst®) 
designation. The Institute promotes the 
highest ethical standards and offers a 
range of educational opportunities 
online and around the world. 

COLLATERAL: Securities, evidence of 
deposit or other property that a 
borrower pledges to secure repayment 
of a loan. Also refers to securities 
pledged by a bank to secure deposits of 
public monies. 
 

COLLATERALIZATION: Process by which a 
borrower pledges securities, property, 
or other deposits for the purpose of 
securing the repayment of a loan 
and/or security. 
 

COMMERCIAL PAPER: The short-term 
unsecured debt of corporations or 
companies. 

CONVEXITY: Measures the rate of change 
in a bond’s sensitivity to interest rate 
moves. It’s the rate of change in a 
bond’s duration (price volatility). 

COUNTY POOLS: See County Pooled 
Investment Fund. 

COUNTY POOLED INVESTMENT FUNDS: 
The aggregate of all funds from public 
agencies placed in the custody of the 
county treasurer or chief finance 
officer for investment and 

reinvestment. 

COUPON: (a) The annual rate of interest 
that a bond’s issuer promises to pay the 
bondholder on the bond’s face value. 
(b) A certificate attached to a bond 
evidencing interest due on a payment 
date. 

CREDIT RISK: The likelihood that an issuer 
will be unable to make scheduled 
payments of interest and principal on an 
outstanding obligation. 

 
CUSTODIAN: A financial institution, 

typically a bank, providing service to 
customers for a fee whereby securities 
and valuables of all types and 
descriptions are held by the bank in the 
customer's name. The custodian does 
not have fiduciary responsibilities as is 
the case with trust accounts. 

DEALER: A dealer, as opposed to a broker, 
acts as a principal in security 
transactions, selling securities from, and 
buying securities for his/her own 
position. 

 
DEFAULT: To default is to fail to repay 

principal or make timely interest 
payments on a bond or other debt 
investment security. Also, a default is a 
breach of or failure to fulfill the terms of 
a note or contract. 

 
DELIVERY  VERSUS  PAYMENT  (DVP): A 

securities industry procedure whereby 
payment for a security must be made at 
the time the security is delivered to the 
purchaser's agent. 

DIVERSIFICATION: Dividing investment 
funds among a variety of securities offering 
independent returns. 
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DURATION: The weighted average time to 
maturity of a bond where the weights 
are the present values of future cash 
flows. Duration measures the price 
sensitivity of a bond to changes in 
interest rates. 

FIDUCIARY: An individual who holds 
something in trust for another and bears 
liability for its safekeeping. 

FLOATING RATE INVESTMENTS: Notes 
whose interest rate is adjusted 
according to the interest rates of other 
financial instruments. These 
instruments provide protection against 
rising interest rates, but pay lower yield 
than fixed rate notes. 

 
FUTURES: Commodities, which are sold to 
be delivered at a future date. 

 
INVERSE  FLOATING  RATE  

INVESTMENTS: Variable-rate notes 
(such as inverse floating rate notes) 
whose coupon and value increase as 
interest rates decrease.  

 
INTEREST ONLY STRIPs: Securities with 

cash flow based entirely on the monthly 
interest payments received from a 
mortgage pool. 

 
INVESTMENT PROGRAM: The process of 

modern portfolio management. The 
process includes establishing 
investment policy, analysis of the 
economic and capital markets 
environment, portfolio monitoring and 
rebalancing, and measuring 
performance. 

 
LOCAL AGENCY BONDS: These bonds are 

issued by a county, Agency, Agency and 

county, including a chartered Agency or 
county, school district, community 
college district, public district, county 
board of education, county 
superintendent of schools, or any public 
or municipal corporation. 

 
LOCAL AGENCY INVESTMENT FUND 

(LAIF): A voluntary investment fund 
open to government entities and certain 
non-profit organizations in California 
that is managed by the State Treasurer’s 
Office. 

 
LIQUIDITY: The ease with which 

investments can be converted to cash at 
their present market value. Liquidity is 
significantly affected by the number of 
buyers and sellers trading a given 
security and the number of units of the 
security available for trading. 

 
MARKET RISK: Market risk is the risk that 

investments will change in value based 
on changes in general market prices. 

 
MARKET VALUE: The price at which a 

security is trading and could presumably 
be purchased or sold. 

MASTER REPURCHASE AGREEMENT: A 
written contract covering all future 
transactions between the parties to 
repurchase–reverse repurchase 
agreements that establishes each 
party’s rights in the transactions. A 
master agreement will often specify, 
among other things, the right of the 
buyer-lender to liquidate the underlying 
securities in the event of default by the 
seller-borrower. 

 
MATURITY: The date upon which the 

principal or stated value of an 
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investment becomes due and payable.  

MEDIUM TERM NOTES (MTN): Unsecured, 
investment-grade senior debt securities 
of major corporations that are sold 
either on a continuous or an 
intermittent basis. MTNs are highly 
flexible debt instruments that can be 
structured to respond to market 
opportunities or to investor 
preferences. 

 
MODERN PORTFOLIO THEORY: overall 

investment strategy that seeks to 
construct an optimal portfolio by 
considering the relationship between 
risk and return. This theory 
recommends that the risk of a particular 
investment should not be looked at on a 
standalone basis, but rather in relation 
to how that particular investment's 
price varies in relation to the variation 
in price of the market portfolio. The 
theory goes on to state that given an 
investor's preferred level of risk, a 
particular portfolio can be constructed 
that maximizes expected return for that 
level of risk. 

 
MONEY MARKET: The market in which 

short-term debt instruments (bills, 
commercial paper, bankers’ 
acceptances, etc.) are issued and 
traded. 

MORTGAGE BACKED SECURITIES: A debt 
instrument with a pool of real estate 
loans as the underlying collateral. The 
mortgage payments of the real estate 
assets are used to pay interest and 
principal on the bonds. 

 
MORTGAGE PASS-THROUGH SECURITIES: 

A securitized participation in the 

interest and principal cash flows from a 
specified pool of mortgages. Principal 
and interest payments made on the 
mortgages are passed through to the 
holder of the security. 

 
MUTUAL FUNDS: An investment company 

that pools money and can invest in a 
variety of securities, including fixed-
income securities and money market 
instruments. Money market mutual 
funds invest exclusively in short term 
(one day to one year) debt obligations 
such as Treasury bills, certificates of 
deposit, and commercial paper. The 
principal objective is the preservation of 
capital and generation of current 
income. 

 
OFFER: The price asked by a seller of 

securities. See Asked and Bid. 

OPTION: A contract that provides the right, 
but not the obligation, to buy or to sell a 
specific amount of a specific security 
within a predetermined time period. A 
call  option provides  the  right  to  
buy the underlying security. A put 
option provides the right to sell the 
underlying security. The seller of the 
contracts is called the writer. 

 
PORTFOLIO: Collection of securities held by 

an investor. 

PRIMARY DEALER: A group of government 
securities dealers who submit daily 
reports of market activity and positions 
and monthly financial statements to the 
Federal Reserve Bank of New York and 
are subject to its informal oversight. 
Primary dealers include Securities and 
Exchange Commission (SEC)-registered 
securities broker- dealers, banks, and a 
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few unregulated firms. 
 
PRINCIPAL ONLY STRIPs: Securities with 

cash flow based entirely on the 
monthly principal payments received 
from a mortgage pool. 

 
RANGE NOTES: A range note is a bond that 

pays interest if a specified interest rate 
remains above or below a certain level 
and/or remains within a certain range. 

RATE OF RETURN: The yield obtainable on a 
security based on its purchase price or 
its current market price. This may be 
the amortized yield to maturity on a 
bond the current income return. 

 
REPURCHASE AGREEMENT (RP, Repo):  

Short-term purchases of securities with 
a simultaneous agreement to sell the 
securities back at a higher price. From 
the seller's point of view, the same 
transaction is a reverse repurchase 
agreement. 

SAFEKEEPING: A service to customers 
typically rendered by brokerage firms. 

SECURITIES AND EXCHANGE 
COMMISSION (SEC): A federal 
government agency comprised of five 
commissioners appointed by the 
President and approved by the Senate. 
The SEC was established to protect the 
individual investor from fraud and 
malpractice in the marketplace. The 
Commission oversees and regulates the 
activities of registered investment 
advisers, stock and bond markets, 
broker/dealers, and mutual funds. 

SEC RULE 15C3-1: See Uniform Net Capital 
Rule. 
 

STATE OBLIGATIONS: Registered treasury 
notes or bonds of any of the other 49 
United States in addition to California, 
including bonds payable solely out of 
the revenues from a revenue-producing 
property owned, controlled, or 
operated by a state or by a department, 
board, agency, or authority of any of the 
other 49 United States, in addition to 
California.  

 
STRIPs: Bonds, usually issued by the U.S. 

Treasury, whose two components, 
interest and repayment of principal, are 
separated and sold individually as zero-
coupon bonds. Strips are an acronym 
for Separate Trading of Registered 
Interest and Principal of Securities. 

TRUSTEE: An individual or organization, 
which holds or manages and invests 
assets for the benefit of another. The 
trustee is legally obliged to make all 
trust-related decisions with the 
trustee's interests in mind, and may be 
liable for damages in the event of not 
doing so. 

 
UNIFORM NET CAPITAL RULE: Securities 

and Exchange Commission requirement 
that member firms as well as 
nonmember broker-dealers in securities 
maintain a maximum ratio of 
indebtedness to liquid capital of 15 to 1; 
also called net capital rule and net 
capital ratio. Indebtedness covers all 
money owed to a firm, including margin 
loans and commitments to purchase 
securities, one reason new public issues 
are spread among members of 
underwriting syndicates. Liquid capital 
includes cash and assets easily 
converted into cash. 
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U.S. AGENCY OBLIGATIONS: Federal 
agency or United States government-
sponsored enterprise obligations, 
participations, or other instruments. The 
obligations are issued by or fully 
guaranteed as to principal and interest 
by federal agencies or United States 
government-sponsored enterprises. 
Issuers include, but may not be 
limited to, Fannie Mae, Farmer Mac, 
Federal Farm Credit Banks, Freddie Mac, 
Federal Home Loan Banks, Financing 
Corporation, Tennessee Valley 
Authority, Resolution Trust Funding 
Corporation. 

 
U.S. TREASURY OBLIGATIONS 

(TREASURIES): Securities issued by the 
U.S. Treasury and backed by the full 
faith and credit of the United States. 
Treasuries are considered to have no 
credit risk and are the benchmark for 
interest rates on all other securities in 
the US and overseas. The Treasury 
issues both discounted securities and 
fixed coupon notes and bonds. Treasury 
Bills: All securities issued with initial 
maturities of one year or less are issued 
as discounted instruments, and are 
called Treasury Bills (T-bills). The 
Treasury currently issues three- month 
and six-month T-bills at regular weekly 
auctions. It also issues "cash 
management" bills as needed to 
smooth cash flows. Treasury Notes: All 
securities issued with initial maturities 
of two to ten years are called Treasury 
Notes (T-notes), and pay interest semi-
annually. Treasury Bonds: All securities 
issued with initial maturities greater 
than ten years are called Treasury 
Bonds (T-bonds). Like Treasury Notes, 
they pay interest semi-annually. 

 

YIELD: The rate of annual income return 
on an investment, expressed as a 
percentage. Yield does not include 
capital gains. (a) INCOME YIELD is 
obtained by dividing the current dollar 
income by the current market price 
for the security. (b) NET YIELD or 
YIELD TO MATURITY is the current 
income yield minus any premium 
above par or plus any discount from 
par in purchase price, with the 
adjustment spread over the period 
from the date of purchase to the date 
of maturity of the bond. 

 
ZERO-COUPON BOND: A bond on which 

interest is not payable until maturity 
(or earlier redemption), but 
compounds periodically to accumulate 
to a stated maturity amount. Zero-
coupon bonds are typically issued at a 
discount and repaid at par upon 
maturity. 
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Account Position and Balance as of October 31, 2024 

General Operating 
Account Name Currently Held Balance as of October 31, 

2024 
Local Transportation Fund (LTF) County Treasury $126,811.03 
State Transit Assistance (STA) County Treasury $1,525,491.83 
Operating Checking Account Umpqua $2,501,805.28 
Includes funds from Planning, Programming, and Monitoring (PPM), LTF for SRTA Admin, 
reimbursements for Consolidated Planning Grants (CPG), etc. 

STA Project Set-Aside Five Star $98,998.10 
State of Good Repair (SGR) Umpqua $1,011,959 
Low Carbon Transit Operating 
Program (LCTOP) 

Umpqua $177,375.38 

Total $5,442,440.62 

Advanced Grant 
Account Name Currently Held Balance as of October 31, 

2024 
Regional Early Action Plan (REAP 2.0) Five Star $417,733.99 
Regional Surface Transportation 
Program (RSTP)  

Five Star $5,969,516.00 

TIRCP General Fund Five Star $9,501,628.34 
TIRCP GGRF Fund Five Star $25,466.08 
ZETCP PTA Fund Five Star $464,207.38 
ZETCP GGRF Fund Five Star $537,321.69 

Total $16,915,873.50 

Agency Reserves 
Account Name Currently Held Balance as of October 

31, 2024 
CTSA Reserve Umpqua $91,314.70 
Non-Motorized Umpqua $2,084,182.06 
Planning Reserve Umpqua $94,213.37 
Building Reserve Umpqua $162,207.06 
STA Reserve County Treasury $1,259,629.35 
TDA Loan Fund for Regional Transit Five Star $284,882.39 

Total $3,976,428.93 
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2.15.040 - INVESTMENTS 

A. Background - Investing public funds is usually a core responsibility of local government
finance professionals and can be one of the most complicated responsibilities.

B. The main objectives of effective cash management and investing public funds is, in this
specific order, to ensure the safety of principal, provide for sufficient liquidity to pay
obligations when due and earn a reasonable rate of return on invested funds.

C. Risk - There are different types of risks associated with cash management and investing that
must be understood and managed to ensure the safety of principal:

1. Credit risk - The risk that an issuer or other counterparty to an investment will not fulfill
its obligations.  This risk can be managed by purchasing only high-rated securities and
monitoring the credit worthiness of issuers.

2. Concentration of credit risk - The risk of loss attributed to the extent of investments held
from a single issuer.  This risk can be managed by limiting the amount of investments held
from any single issuer (diversification).

3. Custodial credit risk - The risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover deposits or will not be able to recover
collateral securities that are in the possession of an outside party. This risk can be
managed by federal insurance and California government code requirements.

4. Interest rate risk - The risk that changes in interest rates will adversely affect the fair value
of an investment.  When rates rise, security values fall and vice versa.  This risk can be
managed by matching investment maturities with accepted disbursements, purchasing
shorter-term securities, and staggering maturity dates throughout the year (laddering the
portfolio).

5. Liquidity risk - The risk that securities must be sold before anticipated providing liquidity,
which may result in a loss of principal.  See interest rate risk discussion above.

D. Investment Reports - The agency shall prepare annual reporting of investment results and
portfolio composition to the fiscal committee or board of directors containing the following:

1. Types of investments held.

2. Average rate of return for period reporting and year to date.

3. Average maturity of portfolio.
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4. Compliance with investment policy provisions.

5. Changes in investment strategy.

6. Comparison of portfolio return with benchmarks.

7. Interest rate environment changes.

E. Brokers and dealers will be selected by an informal selection process. Criteria used may
include; office proximity, services provided, references from other governments, and
competitiveness of bids.  If brokers or dealers become noncompetitive, other providers can
be substituted relatively easily. Retaining three to five broker/dealers is usually sufficient to
ensure adequate competition, depending on the portfolio size, frequency of purchases and
services required.

F. Purchasing Investments - all securities should be purchased using the “payment vs. delivery”
method, using an independent third party.  This method ensures that securities purchased
are delivered before payment is made.

G. Security Purchases - Where possible, obtain more than one quote on securities purchased to
ensure the highest rate of return has been obtained.  Competition will usually enhance the
rate of return achieved.  Similar securities can be substituted if maturity dates and credit risk
is comparable.  For example, federal instrumentalities (Freddie Mac, Fannie Mae, etc.) are
usually comparable in credit risk.  Requesting quotations on specific security types and
specific maturity dates (or narrow date ranges) is a common practice to facilitate comparison
of competitive offers.

H. The agency has a fiduciary responsibility to protect the assets of the agency and invest funds
with reasonable care.  The agency may invest in a broad array of investments and allowed
under the California Government Code (CGC).  The agency will invest as much as possible, all
idle funds.

I. The accountant is responsible for cash management.

J. The fiscal committee and board shall approve all investments.

K. The fiscal committee shall review each investment to ensure that the investment follows the
policies of the agency.

L. The fiscal committee of the agency shall meet periodically to review investments and to
review the agency’s investment policies.

M. The agency will invest in only investments permitted under CGC Sections 53600 et seq.
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N. The criteria for selecting investments will be:

1. Safety - The risk associated with the loss of principal or interest.  This loss may be a result
of the institution or market fluctuations.  The agency will not invest in any securities which
present a risk to principal.

2. Liquidity - The more liquid a security, the lower the yield.  Care and consideration will be
given when investing in securities that can be converted to cash prior to maturity.

3. Yield - Based on an annual rate of return, yield is the lowest criteria.

O. The investment restrictions are:

1. No securities below an A-1 Standard & Poor credit rating may be purchased; and

2. No leveraged, hedging or reverse repurchase investments are permitted.

P. Collateral requirements shall meet the requirements of CGC Section 53651, which describes
eligible securities.

Q. The agency will diversify the investment portfolio as appropriate.

R. All securities will be held in the name of the agency.

S. Transfers of funds means:

1. Only authorized signers may move funds between the agency’s checking, investments or
line of credit accounts.  Such transfers will be subject to the dollar limitations as found in
Section 2.35.050; and

2. Advanced funds on government grants in the care, custody or control of the agency may
be transferred into and out of the agency’s investments.  The investments shall have no
minimum or maximum time limit in which funds must remain in the investment.

a. The intent of the board of directors is to earn interest on advanced government funds,
if appropriate, and use the interest generated to increase the work implemented
within each respective government grant.

b. Funds the agency receives from non-government sources may also be transferred to
investments, if appropriate, to be used as specified by the board.
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