
 
 

 

 
 

 
Board of Directors 

Administration and Finance Committee 
Parks Conference Room 

1030 St. Andrews Drive, El Dorado Hills 
 

September 16, 2019 
4:30pm 

MEETING AGENDA 
 

 
Ben Paulsen, President 

Noelle Mattock, Vice President 
Estab:  May 21, 1962 

Mission Statement 
 

“Enhance the quality of life for El Dorado Hills Residents through innovative, responsible leadership  
and by providing superior services and facilities.” 

 
Call to Order 
 

 Pledge of Allegiance 

 Roll Call 

 Adoption of Agenda1    
 
 
Board of Directors’ Comments & Future Agenda Items 
 
 
Presentations & Announcements 
 
 
Public Comment 
 
 

                                            
1Adoption of Agenda: This agenda may be amended up to 24 hours prior to the meeting being held.  An AGENDA 

in FINAL FORM is located in the kiosk in front of the District Office as well as each of the El Dorado Hills Fire 
Stations.  Additionally, a copy of the FINAL AGENDA is available on the District's website at www.edhcsd.org.  
Support material is available for public inspection at the receptionist counter in the District Office. Sessions of the 
Board of Directors may be recorded and members of the audience are asked to step to the microphone and give their 
name and address before addressing the Board.   For anyone having difficulty hearing, listening assistance 
headphones are available from the Board clerk.  
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El Dorado Hills Community Services District  September 16, 2019 
Administration & Finance Committee Agenda Page 2 
 
 

www.edhcsd.org  • (916) 933-6624 

 

General Business  
 
1. Statement of Investments Policy Review and Revision (T. Gotro) (Pg. 3) 

2. Chavan & Associates - 1 Year Contract Extension (T. Gotro) (Pg. 23) 

3. Review and Approval of General Manager’s Commercial Purchasing Card Credit 
Card Statement (K. Loewen) (Handout) 

 
 
Adjournment to Closed Session 
 
 
Closed Session 
 
 
Adjournment 
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 EL DORADO HILLS  
 COMMUNITY SERVICES DISTRICT 
 
To: Administration and Finance Committee 
 
From: Teri Gotro, Interim Controller 
 
Meeting Date: September 16, 2019 
 
Report Date: August 26, 2019 
 
Subject: Statement of Investments Policy Review and Revision 
                                                                  
 

Recommended Action: 

 
Review and request that the revised Statement of Investment Policy be forwarded to the 
Board of Directors, with support. 
 
 
Background: 
 
Pursuant to Government Code Section 53646, the Statement of Investment Policy has to 
be reviewed and submitted annually to the District’s Board of Directors. The District’s 
Investment Policy was last updated in 2016.   
 
 
Discussion: 
 
Part of the government code required review of the Investment Policy is management’s 
responsibility to make sure the policy complies with California Government Code 53601 
and allows the District to capitalize on investment opportunities that are in alignment with 
the District’s objectives of Safety, Liquidity and Yield. On January 1, 2019 the California 
Debt and Investment Advisory Commission (CDIAC) updated its Local Agency 
Investment guidelines.  Staff used this as a reference when doing the review since it is 
compliant with California Government Code 53601. In 2016, the Board clearly defined the 
investment tools the District can use for investment opportunities. Management is 
recommending that we continue with these same investment vehicles, but adjust the 
maximum maturities to align with the Local Agency Investment guidelines. This would 
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El Dorado Hills Community Services District 
RE: Statement of Investments Policy Update  
Date: September 16, 2019 
Page 2 of 2 
 

include increasing the maximum maturity for Certificates of Deposits from 3 years to 5 
years.  By making this minor adjustments it will allow the District to take advantage of 
investment opportunities and ensure the District is in compliance with all current 
investments. District currently has two investments that are not compliant with current 
District Investment Policy.  
 
Master Plan Strategic Recommendations:   

E.13 Practice fiscal responsibility in all acquisitions and expenditures. 
 
 
Fiscal Impact: 
 
No fiscal impact.   
 
 
Attachment:   
 
A. Recommended Statement of Investment Policy 3350 

B. Original redlined Statement of Investment Policy 3350 

C. CDIAC Local Agency Investment Guidelines Table 
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POLICY TITLE:          STATEMENT OF INVESTMENT POLICY 
POLICY NUMBER:     3350 
 
3350.10 Introduction 
 

This statement will identify various policies and procedures that will foster a 
prudent and systematic investment program and which will organize and 
formalize investment related activities. The related activities, which 
comprise good cash management, include: 
 
A. Accurate cash projections 
B. Timely collection of revenues 
C. Control of disbursements 
D. Cost-effective banking relations 
 

3350.20 Scope 
 

This policy will cover all funds and investment activities under the direction 
of the District or its investment managers. 

 
3350.30 Objectives 
 

In order of priority, the District will meet the prudent investor 
standard through the following three objectives:  
 

A. Safety 
 

The primary objective of this policy is to protect, preserve and 
maintain cash and investments of the District. 

 
B.  Liquidity 
 

An adequate percentage of the portfolio will be maintained in liquid 
short-term securities, which can be converted to cash as necessary 
to meet disbursement requirements. The liquidity percentage will be 
determined from time to time from projected cash flow reports. 
Investments will be made in securities with active secondary or 
resale markets. Securities with low market risk will be emphasized. 

 
C. Yield 
 

Within the constraints of safety and liquidity, the highest and best 
yield will be sought. 

 
 
D.  Market-Average Rate of Return 
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The portfolio will be designed to attain a market-average rate of 
return, taking into account the District’s risk constraints, the cash flow 
characteristics of the portfolio and state law. 

 
E. Diversification 
 

The portfolio will be diversified to avoid incurring unreasonable and 
avoidable risks regarding specific security types of individual 
financial institutions.  No more than 10% or the FDIC limit, whichever 
is less, of the portfolio may be invested in any one institution.  U.S. 
government, agency securities and collateralized bank deposits are 
exempt from this limitation. 
 

F.  Prudence 
 

This investment policy is based on the "prudent investment standard" 
which states:  "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.”  (Government Code Section 53600.3) 

 
G. Public Trust 
 

All participants in the investment process shall act as custodians of 
the public trust. Investment officials shall recognize that the 
investment portfolio is subject to public review and evaluation. The 
overall program shall be designed and managed with a degree of 
professionalism that is worthy of the public trust. In a diversified 
portfolio it must be recognized that occasional measured losses are 
inevitable and must be considered within the context of the overall 
investment return. 

 
Amended October 8, 2009 

 
3350.40 Authority to Invest Money 
 

Sections 53601, 53601.1 61240 and 16429.1 of the Government Code 
provide legal authorization for investments of funds of local agencies. All 
investments of the District shall conform to the restrictions of those laws. 
Under the authority of Section 61240, the General Manager is designated 
Treasurer to the Board.    
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3350.50  Reporting 
 

A.  Quarterly 
 

1. The Treasurer shall submit a quarterly investment report to 
the Board of Directors, and the District’s Auditor. This report 
will include all items required by Government Code Section 
53646. These items are: 

 
a. Type of investment 
b. Institution (issuer) 
c. Date of maturity 
d. Amount of deposit or cost of the security 
e. Current market value of securities with maturities over 

one year 
f. Rate of interest 
g. Statement relating the report to the Statement of 

Investment Policy 
h. Statement that there are sufficient funds to meet the 

next six months’ obligations 
i. Accrued interest as prescribed by Government Code 

Section 53646. 
 
2. The quarterly report may also include non-mandatory items 

such as: 
 

a. Interest earned to date 
b. Average weighted yield 
c. Average days to maturity 
d. Actual transactions 
e. Percentage distribution of investment types 
f. Other measurements and comparisons. 

 
B.   ANNUALLY 
 

The Treasurer shall prepare a report detailing the performance of the 
portfolio as of June 30. 

 
3350.60 Investment Instruments and Maturities 
 

A. Permitted Investments 
 

Investments shall be made in accordance with California  
 Government Code section 53601 et. seq. through section 53635 et. 

seq.  Authorized investments shall also include, in accordance with 
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California Government Code section 16429.1, investments into LAIF.  
As the California Government Code is amended, this policy shall also 
become amended.   

 
 Subject to the additional requirements imposed by Government 

Code Section 53601, the District may purchase securities subject to 
the following limits: 

 
PERMITTED 
INVESTMENTS/DEPOSIT 

MAXIMUM 
PORTFOLIO 
CONCENTRATION 

MINIMUM 
QUALITY 

MAXIMUM 
MATURITY 

U.S. Treasury Bills, Bonds and Notes Unlimited  5 years* 

U.S. Government and Agency 

Securities 

Unlimited  5 years* 

Registered Treasury Notes & Bonds 

issued by any of the other 49 states in 

addition to California 

Unlimited  5 years* 

Time Certificates of Deposit 25%  5 years* 

Negotiable Certificates of Deposit 30% AA 5 years* 

LAIF $40,000,000  5 years 

Medium Term Notes 30% AA 5 years* 

Money Market and Mutual Funds 20%** AAA 5 years 

    

 
*Maximum term unless expressly authorized by the Board of Directors and within 
the prescribed time frame for the approval. (Government Code Section 53601). 
**Money Market Funds and Mutual Funds are subject to a combined limit of 20% of 
portfolio. 
 

Investments shall be purchased according to the minimum credit 
standards listed. In the event of a downgrade in credit after the date 
of purchase, the Treasurer shall advise the Board of Directors at the 
next regular meeting and will use his/her best professional judgment 
concerning the retention of the security in the portfolio. 

 
B.        Excluded Investments 

 
The following investments or investment practices are not permitted 
under this Statement of Investment Policy: 

 
1. Purchase of sale of securities on margin 
2. Reverse Repurchase Agreements 
3. Financial futures and financial options 
4. Guaranteed Small Business Administration (SBA) Notes 
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5. Government National Mortgage Associate (GNMA) Notes 
 
 
3350.61 Definitions of Terms for Permitted Investments 
 
(1). Treasury Bills, Notes & Bonds: 
 

a. Treasury Bills are short-term instruments with maturities of no more than 
one year. They fill investment needs similar to money market funds and savings 
accounts.  
 
b. Treasury Bonds cover terms of longer than 10 years, and are currently 

being issued in maturities of 30 years. Interest is also paid semi-annually. 
 
c. Treasury Notes are intermediate- to long-term investments, typically 

issued in maturities of two, three, five, seven and 10 years.  
 

(2) U.S. Government & Agency Securities: 
 
"Agencies" is a term used to describe two types of bonds: (1) bonds issued or 
guaranteed by U.S. federal government agencies; and (2) bonds issued by 
government-sponsored enterprises (GSEs)—corporations created by Congress 
to foster a public purpose, such as affordable housing. Bonds issued or 
guaranteed by federal agencies such as the Government National Mortgage 
Association (Ginnie Mae) are backed by the "full faith and credit of the U.S. 
government," just like Treasuries. 
 

(3) Treasury Notes Registered Treasure Notes & Bonds (issued by any of the 
other 49 states in addition to California):  

 
A bond whose issuer records ownership and interest payments.  This includes 
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 states, in addition to California. 

 
(4) Time Certificates of Deposit: 
  

A savings account or certificate of deposit (CD) held for a fixed-term, with the 
understanding that the depositor can make a withdrawal only by giving notice. A 
time deposit is an interest-bearing bank deposit that has a specified date of 
maturity. Although funds can be withdrawn from CDs without notice (on demand), 
there are penalties for early withdrawal. 

 
(5) Negotiable Certificates of Deposit (CD’s): 
 

- 9 -



A certificate of deposit with a minimum face value of $100,000. These are 
guaranteed by the bank and can usually be sold in a highly liquid secondary 
market, but they cannot be cashed-in before maturity. 

 
 (6) The Local Agency Investment Fund (LAIF): 
 

The Local Agency Investment Fund (LAIF), is a voluntary program created by 
statute; began in 1977 as an investment alternative for California's local 
governments and special districts. The enabling legislation for the LAIF is Section 
16429.1 et seq. of the California Government Code. This program offers local 
agencies the opportunity to participate in a major portfolio, which invests 
hundreds of millions of dollars, using the investment expertise of the State 
Treasurer's Office investment staff at no additional cost to the taxpayer.  

 
(7) Medium Term Notes: 
 

A note that usually matures in five to 10 years.  Notes range in maturity from one 
to 10 years. By knowing that a note is medium term, investors have an idea of 
what its maturity will be when they compare its price to that of other fixed-income 
securities. All else being equal, the coupon rate on medium-term notes will be 
higher than those achieved on short-term notes.  A corporate note continuously 
offered by a company to investors through a dealer.  

 
(8) Money Market: 
 

An interest-bearing account that typically pays a higher interest rate than a 
savings account, and which provides the account holder with limited check-
writing ability. A money market account thus offers the account holder benefits 
typical of both savings and checking accounts.  

 
(9) Mutual Funds: 
 

An investment vehicle that is made up of a pool of funds collected from many 
investors for the purpose of investing in securities such as stocks, bonds, money 
market instruments and similar assets. Mutual funds are operated by money 
managers, who invest the fund's capital and attempt to produce capital gains and 
income for the fund's investors. A mutual fund's portfolio is structured and 
maintained to match the investment objectives stated in its prospectus.   

 
3350.70 Internal Controls 
 

The system of internal control has been established and maintained in written form. 
The controls are designed to prevent losses of public funds arising from fraud, 
error, misrepresentation of third parties, unanticipated changes in financial 
markets, or imprudent actions by employees and officers of the District. The most 
important controls are: control of collusion, separation of duties, separation of 
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transaction authority from accounting and bookkeeping, custodial safekeeping, 
delegation of authority, limitations regarding securities losses and remedial action, 
written confirmation of telephone transactions, minimizing the number of 
authorized investment officials, documentation of transactions and strategies, and 
annual review of controls by the Treasurer. 

 
3350.80 Banks and Security Dealers 
 

In selecting financial institutions for the deposit of investment of District funds, the 
Treasurer shall consider the credit worthiness of institutions. The Treasurer shall 
continue to monitor their credit characteristics and financial history throughout the 
period in which District funds are deposited or invested. A commercial rating or 
bank watch service may be used to accomplish this objective. 
 

3350.90 Investment Risks 
 
 The District recognizes that investment risks can result from issuer defaults, 

market price changes of various technical complications leading to temporary 
illiquidity. Portfolio diversification is employed as a way to control risk. Investment 
managers are expected to display prudence in the selection of securities as a way 
to minimize default risk. No individual investment transaction shall be undertaken 
which jeopardizes the total capital position of the overall portfolio. As needed, the 
Treasurer shall periodically meet with the Administration & Finance Committee to 
establish guidelines and strategies to control credit risk, market risk and illiquidity. 
 
In addition to these general policy considerations, the following specific policies 
will be followed: 

 
A. All transactions will be executed on a delivery versus payment basis. 
B.  A competitive bid process, when practical, will be used to place all 

investments. 
 
3350.100 Safekeeping And Custody 
 

Securities purchased from broker/dealers will be held in a third-party 
custodian/safekeeping account except the collateral for time deposits in banks 
and savings and loans. An approved Agent of Depository holds collateral for time 
deposits of thrifts. Collateral for time deposits in banks will be held in the District's 
name in the bank's Trust Department. 

 
3350.110 Statement Of Investment Policy 
 

Pursuant to Government Code Section 53646, the Statement of Investment Policy 
will be reviewed and submitted annually to the District’s Board of Directors. 
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Source: Approved 12/09/2004; Updated 04/10/2008, 04/14/2016. 
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POLICY TITLE:          STATEMENT OF INVESTMENT POLICY 
POLICY NUMBER:     3350 
 
3350.10 Introduction 
 

This statement will identify various policies and procedures that will foster a 
prudent and systematic investment program and which will organize and 
formalize investment related activities. The related activities, which 
comprise good cash management, include: 
 
A. Accurate cash projections 
B. Timely collection of revenues 
C. Control of disbursements 
D. Cost-effective banking relations 
 

3350.20 Scope 
 

This policy will cover all funds and investment activities under the direction 
of the El Dorado Hills CSDDistrict or its investment managers. 

 
3350.30 Objectives 
 

In order of priority, the El Dorado Hills CSDDistrict will meet the 
prudent investor standard through the following three 
objectives:  
 

A. Safety 
 

The primary objective of this policy is to protect, preserve and 
maintain cash and investments of the El Dorado Hills CSDDistrict. 

 
B.  Liquidity 
 

An adequate percentage of the portfolio will be maintained in liquid 
short-term securities, which can be converted to cash as necessary 
to meet disbursement requirements. The liquidity percentage will be 
determined from time to time from projected cash flow reports. 
Investments will be made in securities with active secondary or 
resale markets. Securities with low market risk will be emphasized. 

 
C. Yield 
 

Within the constraints of safety and liquidity, the highest and best 
yield will be sought. 
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D.  Market-Average Rate of Return 
 
The portfolio will be designed to attain a market-average rate of 
return, taking into account the El Dorado Hills CSDDistrict’s risk 
constraints, the cash flow characteristics of the portfolio and state 
law. 

 
E. Diversification 
 

The portfolio will be diversified to avoid incurring unreasonable and 
avoidable risks regarding specific security types of individual 
financial institutions.  No more than 10% or the FDIC limit, whichever 
is less, of the portfolio may be invested in any one institution.  U.S. 
government, agency securities and collateralized bank deposits are 
exempt from this limitation. 
 

F.  Prudence 
 

This investment policy is based on the "prudent investment standard" 
which states:  "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.”  (Government Code Section 53600.3) 

 
G. Public Trust 
 

All participants in the investment process shall act as custodians of 
the public trust. Investment officials shall recognize that the 
investment portfolio is subject to public review and evaluation. The 
overall program shall be designed and managed with a degree of 
professionalism that is worthy of the public trust. In a diversified 
portfolio it must be recognized that occasional measured losses are 
inevitable and must be considered within the context of the overall 
investment return. 

 
Amended October 8, 2009 

 
3350.40 Authority to Invest Money 
 

Sections 53601, 53601.1 61240 and 16429.1 of the Government Code 
provide legal authorization for investments of funds of local agencies. All 
investments of the El Dorado Hills CSDDistrict shall conform to the 
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restrictions of those laws. Under the authority of Section 61240, the General 
Manager is designated Treasurer to the Board.    

 
3350.50  Reporting 
 

A.  Quarterly 
 

1. The Treasurer shall submit a quarterly investment report to 
the Board of Directors, and the District’s Auditor. This report 
will include all items required by Government Code Section 
53646. These items are: 

 
a. Type of investment 
b. Institution (issuer) 
c. Date of maturity 
d. Amount of deposit or cost of the security 
e. Current market value of securities with maturities over 

one year 
f. Rate of interest 
g. Statement relating the report to the Statement of 

Investment Policy 
h. Statement that there are sufficient funds to meet the 

next six months’ obligations 
i. Accrued interest as prescribed by Government Code 

Section 53646. 
 
2. The quarterly report may also include non-mandatory items 

such as: 
 

a. Interest earned to date 
b. Average weighted yield 
c. Average days to maturity 
d. Actual transactions 
e. Percentage distribution of investment types 
f. Other measurements and comparisons. 

 
B.   ANNUALLY 
 

The Treasurer shall prepare a report detailing the performance of the 
portfolio as of June 30. 

 
3350.60 Investment Instruments and Maturities 
 

A. Permitted Investments 
 

Investments shall be made in accordance with California  
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 Government Code section 53601 et. seq. through section 53635 et. 
seq.  Authorized investments shall also include, in accordance with 
California Government Code section 16429.1, investments into LAIF.  
As the California Government Code is amended, this policy shall also 
become amended.   

 
 Subject to the additional requirements imposed by Government 

Code Section 53601, the District may purchase securities subject to 
the following limits: 

 
PERMITTED 
INVESTMENTS/DEPOSIT 

MAXIMUM 
PORTFOLIO 
CONCENTRATION 

MINIMUM 
QUALITY 

MAXIMUM 
MATURITY 

U.S. Treasury Bills, Bonds and Notes Unlimited  5 years* 

U.S. Government and Agency 

Securities 

Unlimited  5 years* 

Registered Treasury Notes & Bonds 

issued by any of the other 49 states in 

addition to California 

Unlimited  5 years* 

Time Certificates of Deposit 25%  3 5 
years* 

Negotiable Certificates of Deposit 30% AA 3 5 
years* 

LAIF $40,000,000  5 years 

Medium Term Notes 30% AA 5 years* 

Money Market and Mutual Funds $300,00020%** AAA 5 years 

Mutual Funds 15%** AAA 5 years 

 
*Maximum term unless expressly authorized by the Board of Directors and within 
the prescribed time frame for the approval. (Government Code Section 53601). 
**Money Market Funds and Mutual Funds are subject to a combined limit of 20% of 
portfolio. 
 

Investments shall be purchased according to the minimum credit 
standards listed. In the event of a downgrade in credit after the date 
of purchase, the Treasurer shall advise the Board of Directors at the 
next regular meeting and will use his/her best professional judgment 
concerning the retention of the security in the portfolio. 

 
B.        Excluded Investments 

 
The following investments or investment practices are not permitted 
under this Statement of Investment Policy: 

 
1. Purchase of sale of securities on margin 
2. Reverse Repurchase Agreements 
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3. Financial futures and financial options 
4. Guaranteed Small Business Administration (SBA) Notes 
5. Government National Mortgage Associate (GNMA) Notes 

 
 
3350.61 Definitions of Terms for Permitted Investments 
 
(1). Treasury Bills, Notes & Bonds: 
 

a. Treasury Bills are short-term instruments with maturities of no more than 
one year. They fill investment needs similar to money market funds and savings 
accounts.  
 
b. Treasury Bonds cover terms of longer than 10 years, and are currently 

being issued in maturities of 30 years. Interest is also paid semi-annually. 
 
c. Treasury Notes are intermediate- to long-term investments, typically 

issued in maturities of two, three, five, seven and 10 years.  
 

(2) U.S. Government & Agency Securities: 
 
"Agencies" is a term used to describe two types of bonds: (1) bonds issued or 
guaranteed by U.S. federal government agencies; and (2) bonds issued by 
government-sponsored enterprises (GSEs)—corporations created by Congress 
to foster a public purpose, such as affordable housing. Bonds issued or 
guaranteed by federal agencies such as the Government National Mortgage 
Association (Ginnie Mae) are backed by the "full faith and credit of the U.S. 
government," just like Treasuries. 
 

(3) Treasury Notes Registered Treasure Notes & Bonds (issued by any of the 
other 49 states in addition to California):  

 
A bond whose issuer records ownership and interest payments.  This includes 
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 states, in addition to California. 

 
(4) Time Certificates of Deposit: 
  

A savings account or certificate of deposit (CD) held for a fixed-term, with the 
understanding that the depositor can make a withdrawal only by giving notice. A 
time deposit is an interest-bearing bank deposit that has a specified date of 
maturity. Although funds can be withdrawn from CDs without notice (on demand), 
there are penalties for early withdrawal. 

 
(5) Negotiable Certificates of Deposit (CD’s): 
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A certificate of deposit with a minimum face value of $100,000. These are 
guaranteed by the bank and can usually be sold in a highly liquid secondary 
market, but they cannot be cashed-in before maturity. 

 
 (6) The Local Agency Investment Fund (LAIF): 
 

The Local Agency Investment Fund (LAIF), is a voluntary program created by 
statute; began in 1977 as an investment alternative for California's local 
governments and special districts. The enabling legislation for the LAIF is Section 
16429.1 et seq. of the California Government Code. This program offers local 
agencies the opportunity to participate in a major portfolio, which invests 
hundreds of millions of dollars, using the investment expertise of the State 
Treasurer's Office investment staff at no additional cost to the taxpayer.  

 
(7) Medium Term Notes: 
 

A note that usually matures in five to 10 years.  Notes range in maturity from one 
to 10 years. By knowing that a note is medium term, investors have an idea of 
what its maturity will be when they compare its price to that of other fixed-income 
securities. All else being equal, the coupon rate on medium-term notes will be 
higher than those achieved on short-term notes.  A corporate note continuously 
offered by a company to investors through a dealer.  

 
(8) Money Market: 
 

An interest-bearing account that typically pays a higher interest rate than a 
savings account, and which provides the account holder with limited check-
writing ability. A money market account thus offers the account holder benefits 
typical of both savings and checking accounts.  

 
(9) Mutual Funds: 
 

An investment vehicle that is made up of a pool of funds collected from many 
investors for the purpose of investing in securities such as stocks, bonds, money 
market instruments and similar assets. Mutual funds are operated by money 
managers, who invest the fund's capital and attempt to produce capital gains and 
income for the fund's investors. A mutual fund's portfolio is structured and 
maintained to match the investment objectives stated in its prospectus.   

 
3350.70 Internal Controls 
 

The system of internal control has been established and maintained in written form. 
The controls are designed to prevent losses of public funds arising from fraud, 
error, misrepresentation of third parties, unanticipated changes in financial 
markets, or imprudent actions by employees and officers of the El Dorado Hills 
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CSDDistrict. The most important controls are: control of collusion, separation of 
duties, separation of transaction authority from accounting and bookkeeping, 
custodial safekeeping, delegation of authority, limitations regarding securities 
losses and remedial action, written confirmation of telephone transactions, 
minimizing the number of authorized investment officials, documentation of 
transactions and strategies, and annual review of controls by the Treasurer. 

 
3350.80 Banks and Security Dealers 
 

In selecting financial institutions for the deposit of investment of District funds, the 
Treasurer shall consider the credit worthiness of institutions. The Treasurer shall 
continue to monitor their credit characteristics and financial history throughout the 
period in which District funds are deposited or invested. A commercial rating or 
bank watch service may be used to accomplish this objective. 
 

3350.90 Investment Risks 
 
 The El Dorado Hills CSDDistrict recognizes that investment risks can result from 

issuer defaults, market price changes of various technical complications leading to 
temporary illiquidity. Portfolio diversification is employed as a way to control risk. 
Investment managers are expected to display prudence in the selection of 
securities as a way to minimize default risk. No individual investment transaction 
shall be undertaken which jeopardizes the total capital position of the overall 
portfolio. As needed, the Treasurer shall periodically meet with the Administration 
& Finance Committee to establish guidelines and strategies to control credit risk, 
market risk and illiquidity. 
 
In addition to these general policy considerations, the following specific policies 
will be followed: 

 
A. All transactions will be executed on a delivery versus payment basis. 
B.  A competitive bid process, when practical, will be used to place all 

investments. 
 
3350.100 Safekeeping And Custody 
 

Securities purchased from broker/dealers will be held in a third-party 
custodian/safekeeping account except the collateral for time deposits in banks 
and savings and loans. An approved Agent of Depository holds collateral for time 
deposits of thrifts. Collateral for time deposits in banks will be held in the District's 
name in the bank's Trust Department. 

 
3350.110 Statement Of Investment Policy 
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Pursuant to Government Code Section 53646, the Statement of Investment Policy 
will be reviewed and submitted annually to the El Dorado Hills CSDDistrict’s Board 
of Directors. 
 
 
 

Source: Approved 12/09/2004; Updated 04/10/2008, 04/14/2016. 
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14 
LOCAL AGENCY INVESTMENT GUIDELINES 

 

FIGURE 1 
ALLOWABLE INVESTMENT INSTRUMENTS PER STATE GOVERNMENT CODE   
(AS OF JANUARY 1, 2019)A APPLICABLE TO ALL LOCAL AGENCIESB 

See “Table of Notes for Figure 1” on the next page for footnotes related to this figure. 

INVESTMENT 
TYPE 

MAXIMUM 
REMAINING 
MATURITYC 

MAXIMUM 
SPECIFIED 

% OF 

PORTFOLIOD 

MINIMUM 
QUALITY 

REQUIREMENTS 

GOVERNMENT 
CODE 

SECTIONS 

Local Agency Bonds 5 years None None 53601(a) 

U.S. Treasury Obligations 5 years None None 53601(b) 

State Obligations: CA and 
Others 

5 years None None 53601(d) 

CA Local Agency Obligations 5 years None None 53601(e) 

U.S. Agency Obligations 5 years None None 53601(f) 

Bankers’ Acceptances 180 days 40%E None 53601(g) 

Commercial Paper: Non-pooled FundsF 270 days or less 
25% of the 

agency’s moneyG 

Highest letter and 
number  

rating by an NRSROH 
53601(h)(2)(C) 

Commercial Paper: Pooled 
FundsI 

270 days or less 
40% of the 

agency’s moneyG 

Highest letter and 
number  

rating by an NRSROH 
53635(a)(1) 

Negotiable Certificates of Deposit 5 years 30%J None 53601(i) 

Non-negotiable Certificates of 
Deposit 

5 years None None 53630 et seq.  

Placement Service Deposits 5 years 30% K None 
53601.8 and 

53635.8 

Placement Service Certificates of Deposit 5 years 30% K None 
53601.8 and 

53635.8 

Repurchase Agreements 1 year None None 53601(j) 

Reverse Repurchase Agreements and 
Securities Lending Agreements 

92 daysL 
20% of the base 

value of the portfolio 
NoneM 53601(j) 

Medium-term NotesN 5 years or less 30% 
“A” rating category or 

its equivalent or 
better 

53601(k) 

Mutual Funds and Money Market Mutual 
Funds 

N/A 20%O MultipleP,Q 
53601(l) and  
53601.6(b) 

Collateralized Bank Deposits R 5 years None None 
53630 et seq. and 

53601(n) 

Mortgage Pass–through and Asset 
Backed Securities 

5 years or less 20% 
“AA” rating category 
or its equivalent or 

better  
53601(o) 

County Pooled Investment 
Funds 

N/A None None 27133 

Joint Powers Authority Pool N/A None Multiple S 53601(p) 

Local Agency Investment Fund (LAIF) N/A None None 16429.1 

Voluntary Investment Program Fund T N/A None None 16340 

Supranational Obligations U 5 years or less 30% 
“AA” rating category 
or its equivalent or 

better 
53601(q) 
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Sources: Sections 16340, 16429.1, 27133, 53601, 53601.6, 
53601.8, 53630 et seq., 53635, and 53635.8. 

Municipal Utilities Districts have the authority under the Public 
Utilities Code Section 12871 to invest in certain securities not 
addressed here. 

Section 53601 provides that the maximum term of any 
investment authorized under this section, unless otherwise 
stated, is five years. However, the legislative body may grant 
express authority to make investments either specifically or as 
a part of an investment program approved by the legislative 
body that exceeds this five year remaining maturity limit. Such 
approval must be issued no less than three months prior to 
the purchase of any security exceeding the five-year maturity 
limit. 

Percentages apply to all portfolio investments regardless of 
source of funds. For instance, cash from a reverse repurchase 
agreement would be subject to the restrictions. 

No more than 30 percent of the agency’s money may be in 
bankers’ acceptances of any one commercial bank. 

Includes agencies defined as a city, a district, or other local 
agency that do not pool money in deposits or investment with 
other local agencies, other than local agencies that have the 
same governing body. 

Local agencies, other than counties or a city and county, may 
purchase no more than 10 percent of the outstanding 
commercial paper of any single issuer. 

Issuing corporation must be organized and operating within 
the U.S., have assets in excess of $500 million, and debt other 
than commercial paper must be in a rating category of "A" or 
its equivalent or higher by a nationally recognized statistical 
rating organization, or the issuing corporation must be 
organized within the U.S. as a special purpose corporation, 
trust, or LLC, have program wide credit enhancements, and 
have commercial paper that is rated “A-1” or higher, or the 
equivalent, by a nationally recognized statistical rating 
agency. 

Includes agencies defined as a county, a city and county, or 
other local agency that pools money in deposits or 
investments with other local agencies, including local agencies 
that have the same governing body. Local agencies that pool 
exclusively with other local agencies that have the same 
governing body must adhere to the limits set forth in Section 
53601(h)(2)(C). 

No more than 30 percent of the agency’s money may be in 
negotiable certificates of deposit that are authorized under 
Section 53601(i). 

No more than 30 percent of the agency’s money may be 
invested in deposits, including certificates of deposit, through 
a placement service (excludes negotiable certificates of 
deposit authorized under Section 53601(i)). 

Reverse repurchase agreements or securities lending 
agreements may exceed the 92-day term if the agreement 
includes a written codicil guaranteeing a minimum earning or 
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spread for the entire period between the sale of a security 
using a reverse repurchase agreement or securities lending 
agreement and the final maturity dates of the same security. 

Reverse repurchase agreements must be made with primary 
dealers of the Federal Reserve Bank of New York or with a 
nationally or state chartered bank that has a significant 
relationship with the local agency. The local agency must have 
held the securities used for the agreements for at least 30 
days. 

“Medium-term notes” are defined in Section 53601 as “all 
corporate and depository institution debt securities with a 
maximum remaining maturity of five years or less, 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.” 

No more than 10 percent invested in any one mutual fund. 
This limitation does not apply to money market mutual funds. 

A mutual fund must receive the highest ranking by not less 
than two nationally recognized rating agencies or the fund 
must retain an investment advisor who is registered with the 
SEC (or exempt from registration), has assets under 
management in excess of $500 million, and has at least five 
years' experience investing in instruments authorized by Sec-
tions 53601 and 53635. 

A money market mutual fund must receive the highest ranking 
by not less than two nationally recognized statistical rating 
organizations or retain an investment advisor registered with 
the SEC or exempt from registration and who has not less 
than five years' experience investing in money market 
instruments with assets under management in excess of $500 
million. 

Investments in notes, bonds, or other obligations under 
Section 53601(n) require that collateral be placed into the 
custody of a trust company or the trust department of a bank 
that is not affiliated with the issuer of the secured obligation, 
among other specific collateral requirements. 

A joint powers authority pool must retain an investment 
advisor who is registered with the SEC (or exempt from 
registration), has assets under management in excess of $500 
million, and has at least five years' experience investing in 
instruments authorized by Section 53601, subdivisions (a) to 
(o). 

Local entities can deposit between $200 million and $10 billion 
into the Voluntary Investment Program Fund, upon approval 
by their governing bodies. Deposits in the fund will be 
invested in the Pooled Money Investment Account. 

Only those obligations issued or unconditionally guaranteed 
by the International Bank for Reconstruction and 
Development (IBRD), International Finance Corporation 
(IFC), and Inter-American Development Bank (IADB), with a 
maximum remaining maturity of five years or less. 
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 EL DORADO HILLS  
 COMMUNITY SERVICES DISTRICT 
 
To: Administration and Finance Committee 
 
From: Teri Gotro, Interim Controller 
 
Meeting Date: September 16, 2019 
 
Report Date: August 26, 2019 
 
Subject: Chavan & Associates - 1 Year Contract Extension 
                                                                  
 

Recommended Action: 

 
Review and support a one (1) year extension of the Chavan & Associates contract and 
forward to the Board of Directors for approval. 
 
 
Background: 
 
Chavan & Associates is an accounting firm that has audited the Districts financial 
statements for the past four FYs, currently working on the FY19. Management is in the 
process of securing an accounting firm to conduct the FY20 financial audit and is weighing 
the options of sending out a Request for Proposal (RFP) or extending the current contract 
with Chavan & Associates for one year.    
 
 
Discussion: 
 
The District has had a positive professional relationship with Chavan & Associates and 
the accounting firm has met all obligations defined in the contract scope of practice.  
Chavan & Associates have agreed to extend their services for the 20FY for $18,750, 
same cost as the 19FY. Staff have gathered two other informal bids for this service that 
are well above this cost. Due to the direct cost savings of the audit and indirect cost 
savings of staff time to go through an RFP process, management is recommending that 
we extend Chavan & Associates contract for one additional year.   
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El Dorado Hills Community Services District 
RE: Chavan & Associates - 1 Year Contract Extension  
Date: September 16, 2019 
Page 2 of 2 
 

Master Plan Strategic Recommendations:   

E.13 Practice fiscal responsibility in all acquisitions and expenditures. 
 
 
Fiscal Impact: 
 
Contract Services of $18,450 that is included in the FY20 Budget. 
 
 
Attachment:   
 
A. Proposed Second Amendment - 1 Year Contract Extension  

B. Original Professional Services Agreement (PSA) of April 14, 2016 

C. First Amendment (dated March 14, 2019) to original PSA 
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Second Amendment to  
PROFESSIONAL SERVICES AGREEMENT  
(El Dorado Hills Community Services District) 

 
This Second Amendment to the Professional Services Agreement (“Second 
Amendment”) is made and entered into on this __th day of __________, 2019, by and 
between the El Dorado Hills Community Services District (herein after referred to as 
“the DISTRICT”) and Chavan and Associates (hereinafter referred to as 
“CONTRACTOR”).  DISTRICT and CONTRACTOR may be referred to herein individually 
as “Party” or collectively as “Parties.” There are no other Parties to this Second 
Amendment. 
 

RECITALS 
 

A. On or about April 14, 2016, DISTRICT and the CONTRACTOR entered into an 
agreement to provide Auditing Services for the District (“Agreement”). 
 

B. On or about March 14, 2019, DISTRICT and the CONTACTOR executed a First 
Amendment extending the term and increasing compensation for Audting 
Services. 

 
C. The District and Contractor have agreed to extend the Agreement for one (1) 

additional year. 
 

D. The Parties now desire to amend the terms and conditions of the Agreement based 
on the terms set forth herein. 

 
NOW, THEREFORE,  in consideration of the mutual covenants entered into between the 
Parties, and in consideration of the benefits that accrue to each, it is agreed as follows: 
 

AGREEMENT 
 
Section 1. Recitals. The recitals set forth above are incorporated herein by this 
reference and made part of this Second Amendment.  In the event of any inconsistencies 
between the recitals and Sections 1 through 9 of this Second Amendment, Sections 1 
through 9 will prevail. 
 
Section 2  Effect of Original Agreement.  Except as otherwise provided herein, all 
provisions, defined terms, and obligations in the original Agreement remain in full force 
and effect.  The Parties agree that they continue to be bound by all terms of the 
Agreement except as modified by this Second Amendment.  All capitalized terms used in 
this Second Amendment which are not otherwise defined in this Second Amendment shall 
have the meanings given to such terms in the Agreement and First Amendment.   
 
Section 3. Definitions of Agreement.  The Agreement and First Amendment attached 
hereto as Exhibit 1, together with this Second Amendment collectively make and are 

DRAFT
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defined together to collectively be the “Agreement.”   
 
Section 4. Amendments.  The Agreement is amended as follows: 
  

1. Term: The term of the Agreement shall be extended for one (1) additional year to 
include the Fiscal Year 2019/20 audit, and the Agreement shall terminate on April 
13, 2021. 
 

2. Compensation: the DISTRICT shall pay the CONTRACTOR according to the fee 
schedule set forth in Exhibit A of the Agreement in the amount of Eighteen 
Thousand Seven Hundred Fifty dollars ($18,750) for the Fiscal Year 2019/20 
auditing services. 

 
Section 5. Integrated Agreement.  The Agreement, as modified by this Second 
Amendment, contains all of the agreements of the Parties and all previous 
understandings, negotiations, and agreements are integrated into the Agreement.   
 
Section 6.   Severability.  In the event that any one or more of the phrases, sentences, 
clauses, paragraphs, or sections contained in this Second Amendment are declared 
invalid or unenforceable by a valid judgment or decree of a court of competent jurisdiction, 
such invalidity or unenforceability shall not affect any of the remaining phrases, 
sentences, clauses, paragraphs, or sections of this Second Amendment which are hereby 
declared as severable and shall be interpreted to carry out the intent of the Parties herein. 
 
Section 7.   Counterparts.  This Second Amendment may be executed simultaneously 
and, in several counterparts, each of which shall be deemed an original, but which 
together shall be deemed one and the same instrument.  
 
Section 8.   Authority.  All Parties to this Second Amendment warrant and represent 
that they have the power and authority to enter into this Second Amendment and the 
names, titles and capacities herein stated on behalf of any entities, persons, states or 
firms represented or purported to be represented by such entities, persons, states or firms 
and that all former requirements necessary or required by the state or federal law in order 
to enter into this Second Amendment had been fully complied with.  
 
Section 9.   Document Preparation.  This Second Amendment will not be construed 
against the Party preparing it but will be construed as if prepared by all Parties. 
 
 
 

SIGNATURE PAGE TO IMMEDIATELY FOLLOW 
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IN WITNESS WHEREOF, this Second Amendment has been entered into by and 
between DISTRICT and CONTRACTOR as of the date of execution by the Parties. 
 
 
 
 EL DORADO HILLS COMMUNITY 

SERVICES DISTRICT, 
a California Political Subdivision 

 
 By:_____________________________ 
        Ben Paulsen, Chair of Board 
 
 Date:____________________________ 
Attest: 
 
By:_________________________ 
       Kevin Loewen, General Manager 
 
Date:_______________________ 
 CHAVAN & ASSOCIATES, LLP 
 a California Limited Liability Partnership 
 
 By:_____________________________ 
       Sheldon Chavan, CPA, Partner 
 
 Date:____________________________

______________ 

DRAFT
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