EXECUTIVE MANAGEMENT and AUDIT COMMITTEE
JANUARY 16, 2003

SUBJECT: 
INVESTMENT POLICY

ACTION: 
ADOPT UPDATED INVESTMENT POLICY 

recommendation

A. Adopt the updated MTA Investment Policy, Attachment I.

B. Delegate to the MTA Treasurer or his/her designees, the authority to invest MTA funds for a one-year period, pursuant to California Government Code (the Code) Section 53607. See the excerpts of the Code in Attachment II.

C. Approve the Financial Institutions Resolution authorizing financial institutions to honor the signatures of MTA Officials, Attachment III.

issue

Section 53646 of the Code, requires that the Board, on an annual basis and at a public meeting, review and approve the Investment Policy.  Section 53607 of the Code, requires that the Board delegate investment authority to the MTA Treasurer on an annual basis.  

Section 10.8 of the Investment Policy requires that the MTA Treasurer submit the Financial Institutions Resolution to the Board annually for approval. 

policy implication

The Board approves the objectives and guidelines that direct the investment of MTA’s operating funds.  The key revisions to the MTA Investment Policy clarify its scope, incorporate changes to operating procedures, and conform to changes in applicable regulations.  A summary of changes to the current MTA Investment Policy is provided below.  County Counsel has reviewed and concurred with the revised changes to the policy. 

	Section to Change
	Current Text
	Proposed Text
	Rationale

	Section 2.2
	Excluded from this policy are guidelines for the investment of Debt Service and Reserve, …
	Excluded from this policy are guidelines for the investment of proceeds related to Debt and Lease financings, …
	Conform text to language contained in the current MTA Debt Policy.


	Section 6.1
	N/a
	The MTA’s Financial Advisor (FA) will conduct competitive processes to recommend providers of financial services including commercial banking, investment management, investment measurement and custody services.
	To utilize the experience, expertise and business relationship of established Financial Advisors in the selection of financial services. 

	Section 6.1 – A
	The MTA’s main depository institutions shall be selected at least every five years through the formal procurement process.
	The MTA’s main depository institutions will be selected on a periodic and timely basis.
	The five year limit is no longer an FTA requirement. 

	Section 10.3
	Transfer of funds between MTA accounts in the same financial institution, or transactions less than $100,000, shall be made upon the written or electronic authorization of one official signatory.  Transfers of funds between MTA accounts in two or more financial institutions, or transactions greater than $100,000, shall be made upon the written or electronic authorization of two official signatories.
	Electronic transfer of funds are executed upon the authorization of two official signatories.
	To revise MTA policy and procedures to conform to and be consistent with the updated internal control features inherent in the FIS 11i accounting system.

	Section 5.1A - #12: Other Restrictions


	Maximum investment in individual Local Government Investment Pools of  $30 million per pool.
	Maximum investment in individual Local Government Investment Pools limited to amounts permitted by California Government Code (CGC).
	To revise the MTA Investment Policy to allow the size of the pools to conform to amounts permitted in the CGC.


The approval of the Financial Institutions Resolution will assist staff in implementing the administrative duties arising from policy directives such as opening, closing and changing bank accounts. 

ALTERNATIVES CONSIDERED

The MTA Investment Policy and the Code require an annual review and adoption of the Investment Policy, the delegation of investment authority and the annual approval of the Financial Institutions Resolution.  Should the Board elect not to delegate the investment authority annually or approve the Financial Institutions Resolution, the Board would assume daily responsibility for the investment of MTA working capital funds and for the approval of routine administrative actions.  

financial impact

This action has no impact on the FY 03 MTA Operating budget. Investment management fees and related expenses are funded from interest income.

background

The MTA Investment Policy provides staff and external investment managers with guidelines to enable the MTA to maximize its return on investments subject to the primary objectives of safety and liquidity.  The delegation of investment authority transfers to the MTA Treasurer the responsibility and accountability to perform the investment function for a one-year period.  

Financial Institutions require Board authorization to establish custodial, trustee and commercial bank accounts.  In accordance with the MTA’s Investment Policy, staff reviewed the resolution and determined no changes were needed. 

NEXT STEPS

Immediately upon Board approval, implement the changes to the MTA Investment Policy and issue copies of the Financial Institutions Resolution to our financial institutions. 

ATTACHMENTS

Attachment I:

MTA Investment Policy
Attachment II:

California Government Code: Section 53600 to 53609,

Section 53646

Attachment III:
Financial Institutions Resolution
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