
  

  
 
 
 
 

Policy 4.07  
EFFECTIVE 28 MAY 24 

INVESTMENTS SUPERSEDES 23 MAY 23 

 
IT IS THE POLICY OF THE EAST BAY MUNICIPAL UTILITY DISTRICT TO: 
 
Invest District funds and funds managed by the District on behalf of its Joint Powers Authorities (JPAs) in 
compliance with investment criteria for safety, liquidity, yield, and diversification as set forth herein. 
Investments shall be in securities with a range of maturities to provide adequate security and liquidity to 
pay demands when due while providing a risk-adjusted market rate of return on investments that takes 
into consideration the cash flow needs of the District and its JPAs. 
 

 
Authority 

 
Section 53600 et. seq. of the California Government Code (Government Code) 
and Chapter 6, Article 7 of the Municipal Utility District Act (M.U.D. Act) govern the 
investment of idle monies of the District. Section 53635 of the Government Code 
defines how investments are to be handled for Joint Powers Authorities. 
 

 
Delegation of 
Authority 

 
The authority and responsibility to invest idle monies of the District are delegated 
by the Board to the Director of Finance as the Treasurer. The Director of Finance 
may designate individual staff to carry out his/her responsibilities under this policy. 
 

 
No Bond Proceeds 

 
The investment of bond proceeds is specifically defined in individual bond 
indenture documents and is not included in this policy. This exemption also applies 
to funds held at the Trustee in Principal, Interest, Debt Service Reserve, or other 
accounts for the purpose of servicing the bonds. 
 

 
Ethics and 
Conflicts of 
Interest 

 
Officers and employees involved in the investment process shall: 
  
- refrain from personal business activity that could conflict with proper execution 

of the District‘s investment program, or which could impair their ability to make 
impartial investment decisions on behalf of the District, 

- disclose any material financial interest in financial institutions that conduct 
business with the District, 

- disclose material personal financial/investments that are related to or could 
reasonably be affected by the performance of the District’s investments, 

- refrain from undertaking any personal investment transactions with the same 
individual with whom business is conducted on behalf of the District’s 
investments, and 

- comply with the District’s Conflict of Interest Code, Procedure 418 - Gifts, 
Personal Loans and Personal Benefit Interests, Procedure 601 - Conflict of 
Interest Disqualification Procedure, and District Procedure 447 - Vendor 
Interactions and Procurement Integrity 

 

 
Investment Criteria 
and Objectives 

 
Criteria for selecting investments shall: 
 
- adhere to the prudent investor standard, described in Section 53600.3 of the 

Government Code as follows: “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 
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a like character and with like aims, to safeguard the principal and maintain the 
liquidity needs of the agency,” and 

 
- conform with the Government Code and the M.U.D. Act, and 
- align with District policies, mission and values, and 
- have the following objectives, in order of priority: 
 

 1. Safety – The District's ability to recover principal and interest. Investments 
shall be made that will seek to ensure the preservation of principal and interest 
and to minimize risk to the greatest extent possible. It is the primary duty of the 
Treasurer to protect, preserve and maintain cash and investments on behalf of 
the District. 
 

 2. Liquidity – The District's ability to have cash available when needed to support 
expenditure cycles and budgetary objectives. 
 

 3. Yield – The District’s ability to provide a risk-adjusted market rate of return on 
the District's investments while conforming to the safety and liquidity criteria 
above. 
 

 4. Diversification – The District’s ability to maintain an investment portfolio that 
includes a range of security types. In order to accomplish this, each 
Investment Option shall have defined limits on maximum share of the portfolio, 
single issuer and single issue holdings; and maturity, rating and other 
restrictions where applicable. 

 

 
Environmental, 
Social and 
Governance 
Factors 

 
It is the intent of the District to align its investment decisions with its policies, 
mission, and values. Safety, liquidity, yield and diversification are the District’s 
primary investment objectives. The District will also consider sound 
Environmental, Social and Governance (ESG) factors and objectives in its 
investment process, subject to the prudent investor standard. 
 

 
Maturity 

 
The weighted average maturity of the portfolio shall not exceed 900 days. 
 

 
Rating Agencies 
and Rating 
Requirements 

 
As outlined below, some Investment Options have rating requirements. In that 
context, Rating Agencies is defined as: 
 
- Standard & Poor’s Financial Services (S&P), 
- Moody’s Investors Service (Moody’s), and 
- Fitch Ratings (Fitch), only. 
 
Ratings requirements: 
- are provided using the S&P scale and should be read as “or equivalent” to 

other Rating Agencies scales. Rating Agencies scales are included for 
reference in Exhibit 1, 

- apply at the time of purchase only, with subsequent downgrades below 
requirement levels or the assignment of negative watch or outlook prompting a 
case-by-case evaluation of the investment, and 

- only apply to the Rating Agencies rating the security. 
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Investment 
Options 

The District is able to purchase investments in the instruments listed in this section 
as allowed and defined under Section 53600 et. seq. of the Government Code, 
Chapter 6, Article 7 of the M.U.D. Act, Board Resolutions, and via this policy. 
Percentage limitations, where indicated, apply at the time of purchase. As used in 
this section, the term “Portfolio” refers to all investable funds covered by this 
policy. 
 

 1. United States Treasury Obligations 
 

- Maximum Share of Portfolio: Unlimited 
- Maximum Issuer Limit: n/a 
- Maximum Issue Limit: n/a 
- Maximum Maturity: Not to exceed five (5) years from the settlement date 
- Minimum Rating: n/a 
- Other Restrictions: none 

 
 2. United States Government Agencies Obligations 

 
Under this subsection, only obligations issued by the following agencies are 
permitted: 

o Federal Agricultural Mortgage Corporation (FAMC) 
o Federal Farm Credit Bank (FFCB) 
o Federal Home Loan Bank (FHLB) 
o Federal Home Loan Mortgage Corporation (FHLMC) 
o Federal National Mortgage Association (FNMA) 

- Maximum Share of Portfolio: Unlimited 
- Maximum Issuer Limit: 40% of the Portfolio  
- Maximum Issue Limit: n/a 
- Maximum Maturity: Not to exceed five (5) years from the settlement date 
- Minimum Rating: n/a 
- Other Restrictions: none 

 
 3. State of California, Local Agency Investment Fund (LAIF) 

 
- Maximum Share of Portfolio: as determined by the State Treasurer and in 

accordance with Section 16429.1 of the Government Code 
- Maximum Issuer Limit: n/a 
- Maximum Issue Limit: n/a 
- Maximum Maturity: n/a 
- Minimum Rating: n/a 
- Other Restrictions: none 
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 4. Local Government Investment Pools 
 

Under this subsection, only obligations of the following agencies are permitted: 
o California Asset Management Program (CAMP) 
o Investment Trust of California (CalTRUST) 

- Maximum Share of Portfolio: 40% of the Portfolio 
- Maximum Issuer Limit: 20% of the Portfolio 
- Maximum Issue Limit: n/a 
- Maximum Maturity: n/a 
- Minimum Rating: Ratings of AAAm for stable net asset value funds and AA 

category or higher for floating net asset value funds by at least one Rating 
Agency  

- Other Restrictions: none 
 
The District will review each Pool’s disclosure documents annually to assess the 
suitability of the fund’s holdings. These documents, along with the other criteria 
above, including the rating restriction, will be used to determine the suitability to 
receive Portfolio funds. 

  
5. Money Market Mutual Funds 
 

Under this subsection, only Money Market Mutual Funds with stable, non-
floating net asset value are permitted: 
- Maximum Share of Portfolio: 20% of the Portfolio 
- Maximum Fund Limit: 5% of Money Market Mutual Fund’s assets 
- Maximum Issue Limit: n/a 
- Maximum Maturity: n/a 
- Minimum Rating: AAAm by at least two Rating Agencies 
- Other Restrictions:  none 
 
The District will request from each Money Market Mutual Fund, prior to 
investing and on an annual basis after investing, documents which provide 
details on the operations of the fund. These documents, along with the other 
criteria above, including the rating restriction, will be used to determine the 
suitability to receive Portfolio funds. 
 

 6. Certificates of Time Deposit 
 

Under this subsection, only investments in selected depositories, using one or 
more private sector entity, in compliance with and as authorized under 
Government Code Section 53601.8 are permitted. 
- Maximum Share of Portfolio: 20% of the Portfolio when added together 

with Negotiable Certificates of Deposit 
- Maximum Issuer Limit: applicable maximum FDIC deposit insurance 

coverage limit  
- Maximum Issue Limit: n/a 
- Maximum Maturity: Not to exceed one (1) year from the settlement date 
- Minimum Rating: AA- by at least one Rating Agency 
- Other Restrictions: 

o Investment in local branches within the District, whenever possible. 
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 7. Negotiable Certificates of Deposit 
 

- Maximum Share of Portfolio: 20% of the Portfolio when added together 
with Certificates of Time Deposits 

- Maximum Issuer Limit: applicable maximum FDIC deposit insurance 
coverage limit  

- Maximum Issue Limit: 10% of issue 
- Maximum Maturity: Not to exceed five (5) years from the settlement date 
- Minimum Rating: AA- by all Rating Agencies 
- Other Restrictions: 

o Issued by banks with total deposits of one billion dollars 
($1,000,000,000) or more. 

 
 8. Commercial Paper 

 
- Maximum Share of Portfolio: 20% of the Portfolio  
- Maximum Issuer Limit: 5% of the portfolio  
- Maximum Issue Limit: n/a 
- Maximum Maturity: Not to exceed 270 days from the settlement date 
- Minimum Rating: A-1+ from at least one Rating Agency 
- Other Restrictions: 

o Issued by an entity that is, at the time of purchase: 
▪ organized and operating in the United States as a general 

corporation, with total assets exceeding $500,000,000 and debt 
(other than commercial paper) rated A or better by at least one 
Rating Agency ; or  

▪ is organized within the United States as a special purpose 
corporation, trust, or limited liability company, with program wide 
credit enhancements including, but not limited to, 
overcollateralization, letters of credit, or a surety bond, and has 
commercial paper that is rated A-1+ by at least one Rating 
Agency. 

 
 9. Medium Term Corporate Notes 

 
- Maximum Share of Portfolio: 20% of the Portfolio  
- Maximum Issuer Limit: 5% of the Portfolio  
- Maximum Issue Limit: 5% of original issue amount 
- Maximum Maturity: Not to exceed 5 years from the settlement date 
- Minimum Rating: AA- from at least one Rating Agency, and not lower than 

A by any Rating Agency  
- Other Restrictions: 

o Issued by corporations organized and operating within the United 
States or by depository institutions licensed by the United States or 
any state and operating within the United States. 
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 10. Repurchase Agreements 
 

- Maximum Share of Portfolio: 20% of the Portfolio  
- Maximum Issuer Limit: n/a 
- Maximum Issue Limit: n/a 
- Maximum Maturity: Not to exceed 270 days from the settlement date 
- Minimum Rating: n/a 
- Other Restrictions: 

o Collateral may only be in any securities authorized in items 1, or 2 
o A Master Repurchase Agreement must be on file with the District 
o Security must be marked to market on a daily basis and delivered to 

the District's custodial bank at a market value of at least 102% 
 

Funds on deposit at the District’s commercial bank may be invested in overnight 
repurchase agreements through a sweep program. 
 

 11. Municipal Obligations 
 

Under this subsection, only registered obligations of the following agencies are 
permitted: 

o The State of California 
o Any local agency within the State of California 

 
- Municipal Bonds: 

o Maximum Share of Portfolio: 20% of the Portfolio when added 
together with Municipal Notes 

o Maximum Issuer Limit: 5% of the Portfolio 
o Maximum Issue Limit: 10% of original issue amount 
o Maximum Maturity: Not to exceed five (5) years or with a put provision 

within five (5) years of settlement date 
o Minimum Rating: AA- or equivalent by at least one Rating Agency, and 

not lower than A by any Rating Agency 
o Other Restrictions: none 

 
- Municipal Notes: 

o Maximum Share of Portfolio: 20% of the Portfolio together with 
Municipal Bonds 

o Maximum Issuer Limit: 5% of the Portfolio 
o Maximum Issue limit: 10% of original issue amount 
o Maximum Maturity: n/a 
o Minimum Rating: Notes maturing within 365 days must have a rating 

of SP-1+ from at least one Rating Agency 
o Other Restrictions: none 

 

  
Zero or Negative 
Market Rates 

As authorized under Section 53601.6 and at the discretion of the Director of 
Finance or its designees, investments can be made “in securities issued by, or 
backed by, the United States government that could result in zero- or negative-
interest accrual if held to maturity, in the event of, and for the duration of, a period 
of negative market interest rates.” Those investment may also then be held until 
their maturity dates. This provision sunsets January 1, 2026. 
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Investment  
Placement 

Investment placement shall be determined by, but not limited to, continual 
evaluation and projection of market conditions, interest rate trends, cash flow 
needs, economic data, yield curves, and interest rate forecasts. Additionally, for 
investments purchased or sold in the secondary market, best efforts will be made 
to obtain at least three quotations from Purchasing Entities (as defined below) or to 
obtain timely and verifiable third-party market pricing data for the investment in 
question. The combination of these factors shall determine where, in what 
denomination, and for what maturity investments are made. 
 

 
Selling Securities 
Prior To Maturity 

 
When selling securities prior to maturity, principal losses are only allowable either: 
 
- if the sale of securities is necessary to meet payment obligations, 
- to comply with this policy, while considering the impact of the sale(s), or 
- if the proposed sale is to be made in conjunction with a purchase and the 

proposed sale in combination with the subsequent purchase can enhance the 
Portfolio’s yield. 

 

  
Collateral Securities placed with agents of depository shall at all times be maintained as 

specified in District Resolution 33232-01 in one or more trust companies, State or 
national banks located within California, the Federal Reserve Bank, or with any 
state or national bank located in any city designated as a federal reserve city by 
the Board of Governors of the Federal Reserve System, and to take from any such 
banks or trust companies receipts for securities so deposited. Requests for 
Collateral substitution and releases are subject to the Treasurer's written approval. 
 

  
Portfolio 
Performance 

The Portfolio will seek to attain a risk-adjusted market rate of return that takes into 
consideration the cash flow needs of the District. As a result, portfolio performance 
will be measured using common market indicators. Those may include, but are not 
limited to: the Federal funds rate, short-term government obligations rates, and 
other market rates that reflect the mix of securities in the Portfolio. 
 

 
Purchasing 
Entities 
 

 
Investments will be purchased from either: 
 
- Primary Dealers as designated by the Federal Reserve Bank of New York, 
- National or California State Chartered Banks, 
- Federal or California Chartered Savings Institution, 
- Broker-Dealers registered with the State of California, or 
- Issuers of securities eligible for purchase by the District. 
 
In addition, these institutions must:  
- be registered by the Securities and Exchange Commission (SEC), 
- be members in good standing of the Financial Industry Regulatory Authority 

(FINRA), and 
- provide audited financial statements to the District annually. 
 
The District shall maintain a current eligible list of established dealers, brokers, 
banks and savings and loan associations with which securities trading and 
placement of funds are authorized. 
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 Additionally, to be placed on the eligible list, individuals need to certify in writing 
that they have read, understood, and agree to comply with this policy, where 
applicable, by completing and filing with the District the ‘Certification of 
Compliance with Investment Policy’ included in this policy as Exhibit 2. 
 
Eligibility may be revoked at any time, in the District’s sole discretion, for any 
reason, including but not limited to, failure to meet the above requirements. 
 

  
Trade 
Confirmations and 
Settlements 

The District shall comply with the following: 
 
1. To protect against potential losses by collapse of individual securities dealers, 

and to enhance access to securities, interest payments and maturity proceeds, 
all Securities purchased from dealers and brokers shall be held in safekeeping 
by the District's custodial bank, a national bank, a State chartered bank or trust 
company, established for this purpose as someone other than the selling party 
of the security. Securities purchased will be covered by a trust or safekeeping 
receipt in a manner that establishes the District's ownership. All transactions 
require delivery of the security prior to payment for the security (delivery vs. 
payment). 
 

2. To ensure a high degree of internal control, all trade confirmations shall be 
received directly and reviewed for conformity to the original transaction by an 
individual other than the person originating the transaction. Any discrepancies 
will be brought to the attention of the Treasurer. 

 

  
Review And 
Reporting 
Requirements 

On a monthly basis, in accordance with Section 53607 of the Government Code, 
the Treasurer shall prepare and submit a report listing investment transactions to 
the General Manager and the Board of Directors. 
 
On a quarterly basis, in accordance with Section 53646 of the Government Code, 
the Treasurer may prepare and submit a report to the General Manager and the 
Board of Directors. If rendered, the report shall include the type of investment, 
issuer, date of maturity, par and dollar amount invested on all securities, 
investments and moneys held by the District, and provide an investment summary 
by security type, percent of the portfolio, investment yield and the remaining period 
of investment to maturity. 
 
On an annual basis, in accordance with Section 53646 of the Government Code, 
an investment policy may be presented to the Board for consideration at a public 
meeting. In conjunction with the investment policy consideration, the Board shall 
also annually review the delegation of its authority for the management of 
investments to the Treasurer. 
 

  
Performance 
Review And 
Internal Control 

Office of Internal Audit 
 
The Office of Internal Audit will periodically audit the investment portfolio to 
evaluate the effectiveness of the District's investment program as well as its 
compliance with the Investment Policy. These audits will supplement the annual 
review by the District’s external auditors.  
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 Finance Department 
 
The Treasurer has established and maintains an internal control structure 
designed to ensure that funds covered under this policy are protected from loss, 
theft, fraud, or misuse. 
 
The Treasurer will review the investment portfolio monthly for compliance with the 
Investment Policy and make recommendations for changes and improvements 
where warranted. 
 

  
Authority Resolution No. 33019-96 on December 10, 1996  

Amended by Resolution No. 33134-99 on January 26, 1999 
Amended by Resolution No. 33232-01 on January 9, 2001 
Amended by Resolution 33287-02 on January 22, 2002 
Amended by Resolution 33350-03 on February 25, 2003 
Amended by Resolution 33390-04 on January 27, 2004 
Amended by Resolution 33464-05 on February 22, 2005 
Amended by Resolution 33516-06 on January 24, 2006 
Amended by Resolution 33585-07 on March 13, 2007 
Approved by Resolution 33658-08, February 26, 2008 
Approved by Resolution 33702-09, February 24, 2009 
Approved by Resolution 33752-10, January 26,2010 
Approved by Resolution 33792-10, November 23, 2010 
Approved by Resolution 33871-12, April 24, 2012 
Approved by Resolution 33920-13, March 26, 2013 
Reaffirmed by Motion 056-14, March 25, 2014 

 
 

Approved by Resolution 34027-15, April 28, 2015 
Approved by Resolution 34079-16, April 26, 2016 
Approved by Resolution 35033-17, April 25, 2017 
Approved by Resolution 35083-18, April 24, 2018 
Approved by Resolution 35137-19, April 23, 2019 
Approved by Resolution 35174-20, April 28, 2020 
Approved by Resolution 35220-21, April 27, 2021 
Approved by Resolution 35290-22, May 24, 2022 
Approved by Resolution 35346-23, May 23, 2023 
Approved by Resolution 35398-24, May 28, 2024 
Reauthorized by Resolution 35451-25, May 27, 2025 
 

 
References 

 
EBMUD Conflict of Interest Code 
Procedure 418 – Gifts, Personal Loans and Personal Benefit Interests 
Procedure 447 – Vendor Interactions and Procurement Integrity 
Procedure 601 – Conflict of Interest Disqualification Procedure 
 



 

  

EXHIBIT 1 

RATING AGENCIES’ SCALES 

For purposes of Investment Policy 4.07 the term “Rating Agencies” is defined as: Standard & Poor’s Financial Services 

(S&P), Moody’s Investors Service (Moody’s), and Fitch Ratings (Fitch). 

Ratings requirements are provided using the S&P scale and should be read as “or equivalent” to other Rating Agencies 

scales. The equivalencies are provided in the tables below. 

 

EXAMPLE 

Investment Option 6, Certificates of Time Deposits, shows: 

“Minimum Rating: AA- by at least one Rating Agency” 

This requirement should be read as: 

“Minimum Rating: AA- or equivalent by at least one Rating Agency.” 

To determine the equivalent rating in the table below, find the AA- rating under the S&P column and read across the row 

to find the Moody’s equivalent rating of Aa3 and the Fitch equivalent rating of AA-. Accordingly, a Certificate of Time 

Deposit is equivalent as an investment if it is rated AA- by S&P, Aa3 by Moody’s, or AA- by Fitch. 

INVESTMENT-GRADE RATING SCALES 

LONG-TERM DEBT  

S&P MOODY'S FITCH  

AAA Aaa AAA  

AA+ Aa1 AA+  

AA Aa2 AA  

AA- Aa3 AA- ←Minimum rating required for District investments 

A+ A1 A+  

A A2 A  

A- A3 A-  

BBB+ Baa1 BBB+  

BBB Baa2 BBB  

BBB- Baa3 BBB-  

 

SHORT-TERM DEBT  

S&P MOODY'S FITCH  

A-1+ P-1 F1+ ←Minimum rating required for District investments 

A-1 - F1  

A-2 P-2 F2  

A-3 P-3 F3  

 

MONEY MARKET FUNDS  

S&P MOODY'S FITCH  

AAAm Aaa-mf AAAf ←Minimum rating required for District investments 

AAm Aa-mf AAf  

Am A-mf Af  

BBBm Baa-mf BBBf  



 

  

STABLE NAV LGIPs  

S&P MOODY'S FITCH  

AAAm Aaa-mf AAAf ←Minimum rating required for District  investments 

AAm Aa-mf AAf  

Am A-mf Af  

BBBm Baa-mf BBBf  

 

 

FLOATING NAV LGIPs  

S&P MOODY'S FITCH  

AAAf Aaa-mf AAAf  

AAf Aa-mf AAf ←Minimum rating required for District investments 

Af A-mf Af  

BBBf Baa-mf BBBf  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

EXHIBIT 2 

East Bay Municipal Utility District  

Certification of Compliance with Investment Policy 
 

The East Bay Municipal Utility District (the District), under Policy 4.07 (the Investment Policy), requires that 
securities trading and placement of funds be conducted only with eligible Purchasing Entities. The Investment 
Policy also specifies that the District must obtain written certification that eligible Purchasing Entities have read, 
understood, and agree to comply with the Investment Policy, where applicable. This certification is necessary to 
be included on an approved list of Purchasing Entities that are eligible to conduct investment transactions with 
the District. The District has no obligation to enter into securities trading and/or placement of funds transactions 
with any or all Purchasing Entities on the list. The District retains the sole and exclusive discretion to determine 
with which of the Purchasing Entities, if any, to engage in individual investment transactions. Eligibility may be 
revoked at any time, at the District’s sole discretion, for any reason, including but not limited to, failure to meet 
the requirements of the policy and this exhibit. 
 
Please complete the sections below, sign and return this completed form if you wish to be considered for 
inclusion on the approved list of Purchasing Entities eligible to conduct investment transactions with the District. 
Please send completed form: 

 

via mail, to:    and electronically, to: 
Steven Goodman-Leibof   steven.goodman-leibof@ebmud.com  
East Bay Municipal Utility District 
375 11th Street, MS809 
Oakland, CA 94607 

------------------------------------------------------------------------------------------------------------------------------------------- 

A. Entity Name            

B. My entity is a: (choose all that apply, at least one must be checked for eligibility) 

 Primary Dealer as designated by the Federal Reserve Bank of New York 

 National or California State Chartered Bank 

 Federal or California Chartered Savings Institution 

 Broker-Dealer registered with the State of California 

AND 

I certify that my entity is: (both must be checked for eligibility) 

 registered by the Securities and Exchange Commission (SEC) 

 a member in good standing of the Financial Industry Regulatory Authority (FINRA) 

C. My entity is an: 

 issuer of securities eligible for purchase by the District 

D. My entity: 

 participates in the District’s Contract Equity Program 

E. I have provided: 

 Audited Financial Statements 

I certify that I have read, understood, and agree to comply where applicable with the District’s Investment Policy. 

Print Name       Sign Name      

Title        Date        



 

  

EXHIBIT 3 

East Bay Municipal Utility District  

Investment Policy Quick Reference Table 
 

The following is a summary of Investment Options and a few of their requirements. Full details on each 
Investment Option can be found in the main body of the Investment Policy on pages 2 through 5. 
 

Investment Option 
Maximum 

Share 
of Portfolio 

Minimum 
Rating 

at 
purchase 

Maximum 
Maturity 

at 
settlement 

Additional 
Limitations 

United States Treasury 
Obligations 

100% n/a 5 years see page 2, Item 1 

United States Government 
Agencies Obligations 

100% n/a 5 years see page 3, Item 2 

State of California, Local 
Agency Investment Fund 

per Government 
Code 

n/a n/a see page 3, Item 3 

Local Government Investment 
Pools - Stable Net Asset 
Value 

40% 

AAAm 

n/a see page 4, Item 4 
Local Government Investment 
Pools - Floating Net Asset 
Value 

AA-f 

Money Market Mutual Funds 20% AAAm n/a see page 3, Item 5 

Certificates of Time Deposit 

20% 

AA- 1 year 
see page 3-4, Item 
6 

Negotiable Certificates of 
Deposit 

AA- 5 years see page 4, Item 7 

Commercial Paper 20% A-1+ 270 days see page 4, Item 9 

Medium Term Corporate 
Notes 

20% AA- 5 years see page 4, Item 9 

Repurchase Agreements 20% n/a 270 days 
see page 5, Item 
10 

Municipal Obligations 20% AA- 5 years 
see page 5, Item 
11 

  



 

  

EXHIBIT 4 

Glossary of Investment Terms Used in the Policy 
 

This Glossary is for informational purposes only and is not intended to modify any of the terms of this Investment 
Policy, the Government Code, or the M.U.D. Act. 
 
 

AVERAGE MATURITY A calculation that expresses the average maturity of an investment 
portfolio using each investment’s maturity weighted by the size of that 
investment in the portfolio. 

BROKER A broker brings buyers and sellers together and is compensated for 
his/her service. 

CERTIFICATE OF DEPOSIT (CD) A time deposit with a specific maturity evidenced by a Certificate. 
Large-denomination CDs are typically negotiable. 

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

COMMERCIAL PAPER (CP) Short-term unsecured promissory notes. 

CUSTODIAN A bank or other financial institution that keeps custody of stock 
certificates and other assets. 

DEALER A dealer, as opposed to a broker, acts as a principal in all 
transactions, buying and selling for his own account. 

DELIVERY VS. PAYMENT (DVP) Delivery of securities with a simultaneous exchange of money for the 
securities. 

DIVERSIFICATION An investment principle designed to spread the risk in a portfolio by 
dividing investments among different sectors, industries and 
companies. 

GOVERNMENT SECURITIES Obligations of the U.S. Government and its agencies and 
instrumentalities. 

INTEREST The amount earned while owning a debt security, generally calculated 
as a percentage of the principal amount. 

LIQUIDITY The speed and ease with which an investment can be converted to 
cash. 

MATURITY The date upon which the principal or stated value of an investment 
becomes due and payable. 

MEDIUM TERM NOTES (MTN) Debt securities issued by a corporation or depository institution with 
a remaining maturity ranging from nine months to five years. 

MONEY MARKET MUTUAL FUNDS An investment company that pools money from investors and invest 
in a variety of short-term money market instruments. 

NET ASSET VALUE (NAV) A per-share valuation of a mutual fund based on total assets minus 
total liabilities. 

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. 

PRINCIPAL The face value or par value of an investment. 

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. 

RISK (INVESTMENT RISK) The probability that an actual investment return outcome will differ 
from an expected return outcome. 

RISK-ADJUSTED RETURN The return on investment relative to the amount of risk taken over a 
given period of time (e.g. if two or more investments have the same 
return over a given time period, the one that has the lowest risk will 



 

  

have the better risk-adjusted return). 

REPURCHASE AGREEMENT The purchase of securities, on a temporary basis, with the seller’s 
simultaneous agreement to repurchase the securities back at a later 
date at a specified price that includes interest for the buyer’s holding 
period. 

SAFEKEEPING Storage and protection of a customer’s financial assets, valuables, or 
documents, provided as a service by an institution serving as Agent 
or Custodian and, where control is delegated by the customer. 

SECONDARY MARKET A market made for the purchase and sale of outstanding issues 
following the initial distribution. 

SETTLEMENT DATE The date when the security is delivered in exchange for the 
corresponding payment. 

TREASURY BILLS A non-interest bearing discount security issued by the U.S. Treasury 
to finance the national debt. Most bills are issued to mature in three 
months, six months, or one year. 

TREASURY BONDS Long-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities of 
more than 10 years from date of issue. 

TREASURY NOTES Medium-term coupon-bearing U.S. Treasury securities issued as 
direct obligations of the U.S. Government and having initial maturities 
from two to 10 years from date of issue. 

U. S. GOVERNMENT AGENCY 
SECURITIES 

Debt securities issued by U.S. Government sponsored enterprises 
and federally related institutions. 

U.S. TREASURY SECURITIES Securities issued by the U.S. Treasury and backed by the full faith 
and credit of the United States. 

YIELD The annual rate of return on a debt investment expressed as a 
percentage. 

 


