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Diversification Constraints on Total Holdings – Liquidity and Core Funds 

 

 

 

 

 

 

 

 

 

 

 

 

9.2 Investment Maturity: 

The City will not directly invest in securities with a stated maturity of more than five (5).25 
years from the date of purchase.   

• The maximum weighted maturity of the total portfolio shall not exceed two (2) years.
This maximum is established to limit the portfolio to excessive price change exposure.

• Liquidity funds will be held in the State Pool, Bank Deposits or in money market
instruments maturing six months and shorter.  The liquidity portfolio shall, at a
minimum, represent six month budgeted outflows.

Issue Type Maximum % Maximum %  Ratings  Ratings 
Holdings per Issuer  S&P Moody's

US Treasury Obligations 100% None N/A N/A

US Agency Primary Securities
FHLB, FNMA, FHLMC, FFCB 100% 40% N/A N/A

US Agency Secondary Securities
FICO, FARMER MAC etc. 10% 5% Security must be 

rated
Security must be 

rated
Municipal Bonds                             
(OR, CA, ID, WA) 10% 10% AA- Aa3

Corporate Bonds AA- Aa3

Commercial Paper A1 P1

Bank Time Deposits/Savings 
Accounts 25% 15% Oregon Public 

Depository
Oregon Public 

Depository

Certificates of Deposit 10% 5% Oregon Public 
Depository

Oregon Public 
Depository

Banker’s Acceptance 25% 5% A1+                            
AA- Underlying

P1
Aa3 Underlying

Oregon Short Term Fund Maximum per ORS 
294.810 N/A N/A N/A

**Issuer constraints apply to the combined issues in corporate and commercial paper holdings.

5%**

*35% maximum combined corporate and commercial paper per ORS.

35%*

Issue Type Maximum %  Ratings Ratings 
Holdings  S&P Moody’s

US Treasury Obligations 100% None N/A N/A

US Agency Primary Securities
FHLB, FNMA, FHLMC, FFCB 100% 35% N/A N/A

US Agency Secondary Securities 
FICO, FARMER MAC etc. 10% 5% Security must 

be rated
Security must 

be rated
Municipal Bonds  
(OR, CA, ID, WA) 25% 5% AA- Aa3

Corporate Bonds AA- Aa3

Commercial Paper A1 P1

Bank Time Deposits/Savings 
Accounts 25% 10% Oregon Public 

Depository
Oregon Public 

Depository

Certificates of Deposit 10% 5% Oregon Public 
Depository

Oregon Public 
Depository

Banker’s Acceptance 25% 5% A1+                            P1       

Oregon Short Term Fund Maximum allowed
per ORS 294.810 None N/A N/A

**Issuer constraints apply to the combined issues in corporate and commercial paper holdings.
*35% maximum combined corporate and commercial paper per ORS.

35%*

Maximum % 
per Issuer

5%**



Page 12 of 19 

• Core funds will be the defined as the funds in excess of liquidity requirements.  The
investments in this portion of the portfolio will have maturities between 1 day and 5.25
years and will be only invested based on the diversification parameters listed   in 9.1
of this policy.

• Total Portfolio Maturity Constraints:

Maturity Constraints 
Minimum % of 
Total Portfolio 

Under 30 days 10% 
Under 1 year 25% 
Under 5.25 years 100% 

Maturity Constraints 
Maximum of Total 
Portfolio in Years 

Weighted Average Maturity 2.00 

Security Structure 
Constraint 

Maximum % of 
Total Portfolio  

Callable Agency Securities 25% 

9.3 Prohibited Investments: 
• The City shall not invest in “144A” private placement securities, this includes

commercial paper privately placed under section 4(a)(2) of the Securities Act of 1933
• The City shall not lend securities nor directly participate in a securities lending or

reverse repurchase program.
• The City shall not purchase mortgage backed securities.
• The City will not purchase, per ORS 294.040, any bonds of issuers listed in ORS

294.035(3)(a) to (c) that have a prior default history.
• No commitments to buy or sell securities may be made more than 14 days prior to the

anticipated settlement date, or receive a fee other than interest for future deliveries.

10. INVESTMENT OF PROCEEDS FROM DEBT ISSUANCE

Investments of bond proceeds are restricted further and will not include corporate bonds in the 
dedicated bond proceed portfolio. All other allowable investments including:  US Treasury, US 
Agency and Commercial Paper may be utilized.  The investments will be made in a manner to 
match cash flow expectations based on managed disbursement schedules.    
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Liquidity for bond proceeds will be managed through the OSTF Pool or Bank deposit balances. 

Funds from bond proceeds and amounts held in a bond payment reserve or proceeds fund may 
be invested pursuant to ORS 294.052.  Investments of bond proceeds are typically not invested 
for resale and maturity matched with expected outflows.  

Information will be maintained for arbitrage rebate calculations. 

11. INVESTMENT OF RESERVE OR CAPITAL IMPROVEMENTS

 Pursuant to ORS 294.135(1)(b), reserve or capital Improvement project monies may be invested 
in securities exceeding three 5.25 years when the funds in question are being accumulated for an 
anticipated use that will occur more than 18 months after the funds are invested, then, upon the 
approval of the governing body of the county, municipality, school district or other political 
subdivision, the maturity of the investment or investments made with the funds may occur when 
the funds are expected to be used.  

12. POLICY COMPLIANCE AND PERFORMANCE STANDARDS

12.1 Compliance Measurement and Procedures: 

a. Compliance Report:  A compliance report documenting the portfolio versus the
investment policy shall be maintained quarterly.

b. Compliance Measurement:  Guideline measurements will use market value of
investments.

c. Compliance Procedures:
i. If the portfolio falls outside of compliance with adopted investment policy guidelines
or is being managed inconsistently with this policy, the Investment Officer shall bring
the portfolio back into compliance in a prudent manner and as soon as prudently
feasible.

ii. Violations of portfolio guidelines as a result of transactions; actions to bring the
portfolio back into compliance and; reasoning for actions taken to bring the portfolio 
back into compliance shall be documented and reported to the City Council. 

iii. Due to fluctuations in the aggregate surplus funds balance, maximum percentages
for a particular issuer or investment type may be exceeded at a point in time. Securities 
need not be liquidated to realign the portfolio; however, consideration should be given 
to this matter when future purchases are made to ensure that appropriate 
diversification is maintained. 

iv. As determined on any date that the security is held within the portfolio. If the credit
rating of a security is subsequently downgraded below the minimum rating level for a 
new investment of that security, the Finance Director shall evaluate the downgrade on 
a case-by-case basis in order to determine if the security should be held or sold.  The 
Finance Director will apply the general objectives of Safety, Liquidity, Yield and 
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