REPORT TO CITY COUNCIL

DATE: JULY 11, 2012

TO: HONORABLE MAYOR AND MEMBERS OF THE CITY COUNCIL
FROM: GREG RAMIREZ, CITY MANAGER

BY: CHRISTY PINUELAS, DIRECTOR OF FINANCE

SUBJECT: APPROVE STATEMENT OF INVESTMENT POLICY FOR FISCAL YEAR
2012-13

Under the State of California Government Code, it is required the City’s investment policy be
approved annually. This year the policy will remain the same as last year, as there have not been
any changes.

RECOMMENDATION

It is recommended the City Council approve the City of Agoura Hills Statement of Investment
Policy for the Fiscal Year 2012-13.

Attachment: Statement of Investment Policy



CITY OF AGOURA HILLS
STATEMENT OF INVESTMENT POLICY

INVESTMENT OBJECTIVES:

The purpose of this statement is to provide guidelines for the investment of the City’s
funds and is based upon State law and prudent money management. This policy is
designed according to the specific needs of the City of Agoura Hills. The ultimate goal is
to enhance the economic status of the City while ensuring the safety of funds. The
authority governing investment of public funds is set forth in the Government Code,
Sections 53601 et seq.

The City holds to the “prudent investor standard” in that all investments placed shall be
made with a degree of judgment and care, not for speculation, but considering the safety
of the monies and acting as a fiduciary of the public trust. The prudent investor standard
as set forth in Section 53600.3 of the Government Code is 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 a like character and
with like aims, to safeguard the principal and maintain the liquidity needs of the agency.”
Related activities which comprise good cash management include cash projections, the
expeditious collection of revenue, disbursement control and a cost effective banking
relationship.

The City shall be guided by the following criteria in priority order when placing
investments:

1. Safety: Safety is the primary duty and responsibility in order to protect, preserve
and maintain the principal of the City’s public funds, which are for the benefit of
citizens of the community.

2. Liquidity: An adequate percentage of the portfolio should be maintained in short
term securities which can be converted to cash if necessary to meet disbursement
requirements. Since all cash requirements cannot be anticipated, investments in
securities with active secondary or resale markets are placed. These securities
should have a low sensitivity to market risk (price changes).

3. Return: The investment portfolio shall be designed with the objective of attaining a
market rate of return throughout budgetary and economic cycles, taking into
account the investment risk constraints for safety and liquidity needs.



II.

It is intended that the scope of this policy cover the investment of surplus (i.e., monies not
required for the immediate needs of the City) of all monies held under the direct authority
of the City.

Proceeds of debt issuance shall be invested in accordance with the City’s general
investment philosophy as set forth in this policy; however, such proceeds are invested in
accordance with permitted investment provisions of their specific bond indentures

INVESTMENT GOALS

Overall objective: The investment portfolio shall be designed with the overall
objective of obtaining a total rate of return throughout economic cycles,
commensurate with investment risk constraints and cash flow needs.

2. Specific objective: The investment performance objective for the portfolio shall be to
earn a total rate of return over a market cycle which is approximately equal to the
return on the Market Benchmark Index, as selected by the City based on the City’s
investment objectives, constraints and risk tolerance.

GUIDELINES:

These guidelines are established to direct and control the investment process to meet
established goals and objectives.

1.

Investment Transaction: Pursuant to Government Code Section 53607, the City
Council of the City of Agoura Hills delegates the authority to invest or reinvest funds
of the City, or to sell or exchange securities so purchased, to the City Treasurer.
Internal controls state that every transaction must be reviewed, authorized and
documented. Transaction documentation will be maintained for audit purposes. The
investments placed shall conform to the City's "Statement of Investment Policy.”

Pooled Cash: The City's cash is consolidated into one bank account, and the surplus
monies for all funds are invested on a pooled concept basis. Interest earnings shall
be allocated according to fund cash balances on a quarterly and/or annual basis.

Cash Forecast: The cash flow for the City shall be analyzed daily so that adequate
cash will be available to develop an investment strategy and to meet disbursement
requirements.

Investments: The following is a list of the investments authorized by the City of
Agoura Hills and shall be maintained within the statutory limits imposed by the
Government Code.



a. State of California Local Agency Investment Fund.
b. United States Treasury Issues.

c. Federal Agency or United States government sponsored total issues will not
exceed 75%, nor will one issuer exceed 20% of the total portfolio.

The following is limited to no more than 5% of the total portfolio for any single
issuer, other than the US Government, its agencies and enterprises:

d. Commercial Paper
e. Negotiable Certificates of Deposit
f. Medium Term Corporate Notes

Wire Transfer: Any transfers to/from LAIF representing deposits or withdrawals
effectuating an investment decision by the City Treasurer shall be completed by
Finance Department staff and authorized by the City Manager. All other transfers
shall be made by the City Treasurer or, provided that such transfer effectuates an
investment decision made by the City Treasurer. The City's bank verifies each
transaction with the Finance Department.

The City Treasurer shall prepare a monthly Treasurer's Report meeting the
requirements of Government Code Section 53646.

a. All U.S. Treasury Issues, Federal Agency Securities, Commercial Paper, and
Medium Term Corporate Notes purchased shall be delivered to our safekeeping
account at an independent third party custodian. Purchase is made on a delivery
versus payment basis. Book entry is considered delivery. The City shall retain
physical custody of all CD's. There is no safekeeping document for LAIF
investments as it is not evidenced by physical or book entry securities.

b. The City may engage the services of one or more external investment managers to
assist in the management of the City’s investment portfolio in a manner
consistent with the City’s objectives. Such external managers may be granted
discretion to purchase and sell investment securities in accordance with this
Investment Policy. Such managers must be registered under the Investment
Advisers Act of 1940.



IV. LEGAL AND POLICY CONSTRAINTS

1.

2.

The City does not purchase or sell securities on margin.
The City does not use Reverse Repurchase Agreements for the investment of funds.

The City does not use third party broker-dealer accounts for the custody of funds or
securities. However, pursuant to Government Code Section 53601.5, the City shall
purchase each authorized investment either (a) directly from the issuer or (b) from an
institution licensed by the state as a broker-dealer, as defined in Section 25004 of the
Corporations Code, from a member of a federally regulated securities exchange, from
a national or state-chartered bank, from a savings association or federal association
(as defined by Section 5102 of the Financial Code), or from a brokerage firm
designated as a primary government dealer by the Federal Reserve bank.

The City will only place that amount which is covered by FDIC Insurance or fully
collateralized in a Negotiable Certificate of Deposit.

The City does not place investments with a maturity in excess of five years in
accordance with Government Code, Section 53601.

V. MITIGATING CREDIT RISK IN THE PORTFOLIO

Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a
real or perceived change in the ability of the issuer to repay its debt. The City shall mitigate
credit risk by adopting the following strategies:

1.

No more than 5% of the total portfolio may be invested in securities of any single
issuer, other than the US Government, its agencies and enterprises;

The City may elect to sell a security prior to its maturity and record a capital gain or
loss in order to improve the quality, liquidity or yield of the portfolio in response to
market conditions or City’s risk preferences; and,

If securities owned by City are downgraded by either Moody’s or S&P to a level below
the quality required by this Investment Policy, it shall be the City’s policy to review the
credit situation and make a determination as to whether to sell or retain such securities
in the portfolio.
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