City of Beaumont
Statement of Investment Policy
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1. Introduction— <

The—In accordance with the charter of the City of Beaumont and under authority granted by the City Council,
the City Manager is designated the responsibility for investing he unexpended cash in the City Treasury and the
overall conduct of the City’s investment program. The intent of this Investment Policy is to formalize the
framework for the investment activities that shall +rsest—pwbtie—be exercised to ensure the effective
and judicious fiscal and investment management of the City’s funds. The City’s portfolio shall be designed and
managed in such a manner as to comply with state and local laws+ ASUE prudent—money
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managements, provide for daily cash flow requirement, ensure consistency with the prioritized objectives of
safety, liquidity, and return, and in a manner consistent with prudent investment management and worthy of
the public trust.

2. Governing Authority

The City’s investment program shall be managed in conformance with federal, state, and other legal«

requirements;—ane—meet—th bieetd £ +thePoliey;—3inprieority order—of
sfetyr—Ehiauidity—andRetura—on—investment—, including California Government Code

Sections 16429.1-16429.4, 53600-53609, and 53630-53686. This Investment Policy was endorsed and adopted
by the City Council and is effective {Insert Effective Date}. This Investment Policy shall replace all previous
versions.
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2-3. Scope | «

The City’s investment policies apply to all personnel, departments, divisions and offices of the City government«
as well as all associated accounting funds under the direct authority of the City of Beaumont. These accounting
funds include, but are not limited to, the General Fund, Special Revenue Funds, Enterprise Funds, Internal Service
Funds, Debt Service Funds, Capital Projects Funds, Private Purpose Trust Funds and Agency Trust Funds. —These
investment policies are also applicable to the City’s blended component units, including the Successor Agency
to the Beaumont Redevelopment Agency, Beaumont Utility Authority, and the Beaumont Public Improvement

Authority. |

The City commingles its investable assets to maximize interest earnings and to increase efficiencies with respect
to investment pricing, safekeeping, and administration. Investmentincome will be allocated to the various funds
based on their respective percentage participation in the total fund and in accordance with generally accepted
accounting principles.

Proceeds arising from the issuance of debt shall be invested in accordance with the provisions of their governing+
bond documents and in a manner consistent with the City’s general investment philosophy as outlined in this

Investment Policy. ,
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Formatted
3—Responsibilit A Yy Formatted
Formatted
The City Manager is—u3-timatedy responsible for the City’s implementation and compliance with these- ormatted
policies, unless the City Council authorizes exceptions. —Under the direction of the City Manager, the Finance Formatted
Director will review, develop and implement a system of processes and procedures to ensure compliance with Formatted
these policies throughout the entire organization. —The City Manager will work with the Finance Director to Formatted
ensure these policies are updated on a timely basis. | Formatted
Formatted
Formatted
Formatted
Formatted
Formatted
4—-5. Pooling of Funds N « Formatted
Formatted
. . L. o ) Formatted

The City of Beaumont consolidates cash balances from all eligible funds to maximize investment earnings. «

JFunds held by the Trustee are not eligible to be pooled. The City schedules its collection of receipts, deposits of
funds and disbursements of monies to ensure maximum availability of cash for temporary investment
purposes. Investment income is allocated to the various Funds based on their respective participation and in

accordance with Generally Accepted Accounting Principles (GAAP). R

S—Eavestments. Objectives <

The primaeyprioritized objectives =+ rder f—priority)—of the ity ity's investments
&etﬂﬂﬁrt—be—sgrogram are £k afet £to preserve principal ard—p* ryatEten £
eapitalt(safety), ensure sufficient liquidity—ard—yietd—_(liquidity), and generate a market rate of
return (return).,
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pE rvation ap+tat—are—is the foremost ebjeectivesinvestment objective of
T
I

the City’s investment program. +# Emernts—arelnvestment shall be undertaken in @ manner
that—seeksdesigned to ensure the preservation of capital in £he—overall portfolio growth. The

bieetit +s—to—mitigateCity shall seek to preserve principal by mitigating credit risk and
interest— rate risk.
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—Set forth in Section 17 of this Investment Policy are certain strategies and principles utilized by the City to

manage investment risks.
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A-——Prudenece-——The standard of prudence to be used by City investment officials +-sshall be the
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Investor Standard” and +sshall be applied in the context of maragementmanaging the overall portfolio. As ( Formatted: Font: Calibri, 11 pt
set forth in the California Government Code 53600.3, the Prudent Investor Standard states: { Formatted: Font: Calibri, 11 pt
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“...all governing bodies of local agencies or persons authorized to make investment decisions on behalf of \ [ Formatted: Font: Calibri, 11 pt
those local agencies investing public funds pursuant to this chapter are trustees and therefore fiduciaries [Formatted- Font: Gallbr, 11 pt
subject to the prudent investor standard. When investing, reinvesting, purchasing, acquiring, exchanging, . : d
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. Within the limitations of this section and considering
individual investments as part of an overall imvestment—portfoltio— Investment [Formatted: Font: Calibri, 11 pt
offieersstrategy, investments may be acquired as authorized by law.”
Consistent with the objectives set forth in section vi of this Investment Policy, in addition to safeguarding
invested principal and ensuring sufficient liquidity for the City, a prudent investor should also seek optimize [Forma“ed: Font: Calibri

portfolio return subject to these constraints.
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8. Indemnification

The City Manager, Finance Director, and other authorized persons responsible for managing City funds, acting+ [Formatted: Justified, Space After: 9 pt
in accordance wi-=kwithin written procedures and 5+ ratl—investment—poltieythe intent [Formatted: Font: Calibri, 11 pt
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9. Ethics and Conflicts of Interest

Officers and employees involved in the investment process will refrain from personal business activity that could«

conflict with the proper execution and management of the investment program, or that could impair their ability
to make impartial investment decisions. EmpteyeesConsistent with the requirements of the California fair
Political Practices Commission, employees and investment officials will disclose any material interest in financial

U 0
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institutions with which they conduct business. They shall further disclose any personal financial/investment
positions that could be related to the performance of the investment portfolio. —Employees and officers will

refrain from undertaking personal investment transactions with the same individual with whom business s is
conducted on behalf of the City of Beaumont.

—10. <

—a

&=Delegation of Authority—
The authority to manage the City’s investment program is provided by the California Government Code Sections+
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53600 et seq. Authority to manage the City’s investment program is granted to the City Manager and his

or her designee,—hereinafter —referred—+ th MRS Ement fficeryt—,
Responsibility for the operation of the investment program is hereby delegated to the +avestment
effieerFinance Director, who shall act in accordance with this investment policy. The Finance Director
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shall establish procedures for the operation consistent with this investment policy and may authorize other
finance department staff to initiate investment transactions. All participants in the investment process shall seek
to act responsibly as custodians of the public trust. No officer or designee may engage in an investment
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transaction except as provided under the terms of this policy and supporting procedures. ,
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J—-may contract with 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 and specialize in the management of public funds
fixed income portfolios.

A

11. Finance Committee

A Finance Committee is established to provide general oversight and direction concerning policy related issues
concerning management of the City's investment portfolio. The committee shall meet at quarterly unless
circumstances require more frequent meetings.
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12. Authorized Financial Pealers—and|Institutions—, Depositories, Broker Dealers, and Competitive«.

Transactions
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In circumstances where the investment portfolio is managed internally, the requirements set forth in Sections A
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and B, below, shall apply;
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institutions and depositories authorized to provide investment services—te—the—Ee. In addition, the City

shall maintain a list of Beawmentapproved security broker/dealers selected by conducting a process of due

diligence, These may include ~"primary*" dealers or regional dealers that qualify under Securities and Exchange

Commission (“SEC”) Rule 15C3-1 (uniform net capital rule). A—determination—should e made The

Finance Director will determine which financial institutions are authorized to easur that——at+t
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approved—broker/deater firms,—and —individuats—eoveringprovide investment —
. . L. L. ! . . . o {Formatted: Font: Calibri, 11 pt
services to the City. Institutions eligible to transact investment business with the City include: —
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. £ Beagument;—a¥r reputable—and—trustworthy—In—additien—th

government dealers as designated by the Federal Reserve System
Regional broker/dealers qualified under SEC Rule 15C3-1

Nationally or state-chartered banks

The Federal Reserve Bank

DA Eal e 1N

Direct issuers of securities eligible for purchase

B. dealer—firms—shouvld—have—the—abilitylnvestment staff shall review broker/dealers who
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would like to meet—att—of—their—finanecial—obligations—in—dealingtransact with the

City to determine if they are adequately capitalized and make markets in the securities appropriate to the City's
needs. The Investment Officer shall send a copy of the current investment policy to all broker/dealers approved
to transact with the City. Financial institutions which desire to become qualified broker/dealers for investment
transactions (and which are not transacting solely through an investment advisor) must provide the City with a
statement certifying that the institution has reviewed the California Government Code Section 53600 et seq.
and the City’s Investment Policy. The selection of broker/dealers shall be at the sole discretion of the City.

«
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dereabte—ard perieneced—in—Selection of broker/dealers
used by an external investment adviser retained by the City will be at the sole discretion of the investment
adviser, provided such broker/dealers meet the requirements set forth in section A, above.
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broker/dealers for investment transactions that are not classified as “new issue” securities whenever possible

and practical. Such competitive bidding can be executed through a competitive bidding or through the use of a

nationally recognized trading platform.

In such circumstances where competitive price comparisons are not

Font: Calibri, 11 pt

[ Formatted

available, best efforts will be made to document quotations for comparable or alternative securities. ,

Justified

: [ Formatted

Font: Calibri, 11 pt

[ Formatted

stk
e

EIES
55
3l
HSTHGeE

i3
OS5I

ESEENERS

ot
£ +]h3
E=

.
F

ESE IS |

3ol 4
Tatr— RSt eatt

Aan
THhatt

1
[S=mm=

r

n

E2N

RS
TPt

PENE S VAN S

~

O+ 7

>

S

tHES5—PO=*E

PR

ot o

=

{Sx 3

S

O+ !
E=

rot oA +1h
FStatit Tt

A e
[SaSpessas aupessas )

¥

=
=3

Ehot +h
trorc—Ctr

T

173 Al
Exea

+

FEEVEgN

A1z

EEE

e

A
TGS

e
Yo

PN

+m

SEH
o]
S S

T

TCtT

hr—y—tfatt

=a

T

W=

3 RSy SAS = n

ot D 4
StHeht—— Y=

T
=Tt

fak
{S2 3 E=

EICE I SN 2
\E =R >233

2N M o E2N
CofpPraft

e
oG

I
for

ni
7t

o +

n

4 et

“
T+

2

Ta=

2N

Edper £4 00

I

Et

a3 1]

SCPOST
N

¥

7S

(SE= S e .

T g—t ot
+
Tt

£ d

2N
W5

n
TS

ESE I SRR i
ErtutT

+1h

(SE 5y

ettt
e 1]
W=

ah

EPE S NEIEEY

PR EIESES
SHEW

TGSy E=

+
Ty

n

£

EAE I N

REEOF
N £4
Sx3ass

ESEERow|
Eeaessac

mon

T

At e

o=

ot

et

==
A3+

Tt

p

Ta=—

oo ES Tttt

(=

¥

ESE I SR
[SEm S acrEa
PPN

E=s

h (O3 4+

EEESNI S SN
T+

g

PETE S = 2N

=3

thye

S

[S==

=

Wt

Tt

(Seay

©

i=aSExy

(Sx =

Font: Calibri, 11 pt, Underline

[ Formatted

423607
“

2N

sy

PRI S

ESREITN

+

Tt E=

S

[ e

S

Y

E==a

ni +h o+
HEeS—thnat o

4
STt

+h
Sz 3

1 ama+
e o

nt O
7t S (Sye)

¥Hi

rrm

+h
{Sx3

1
WO

et

+
Sasasiey

Sortfol
¥

+h fak]

P
Tt

Tt —Fy—=+ [S=m——

T

Tt

T

==

{Sx 3

ON
¥

it iy Q4 o4
Tt oTo T

o
ST

+1h

T rpdt

¥

- ol 1ol Fiaaath

Th

Tt

T

(S15 2 m y S b 5 N SN i S S 5

T
PSS

=231

Y

AR
YTy

12y
ST

2 A1
o

PN ST
o y—FH

O+
=S

o+
W C—t Tt

~

=y

11,0 4 o
Tt

nl o
ottt

ST ot £ barnd e
TH s

i

1130

z ot
STtMcTH
+1h

n

>

RGP F &S

o

Tt

©

gErTTy

T

IR NN
STHCTT

A 3

1

[S3=mmaS e 5

ot o

Tt

[SASAS s SAS = S A

o

Tt

PN

R

£
T

O+

+h
Tt

Tt

p=ASeavsiy

=

~—
=
=
©
(9]
Sl
2| =
5| ©
b=
BB
[-R
E| E
S| 5
[ral e
B
n
-
N
Hi
L
H
(0]
i)

7

Page

L




City of Beaumont
Statement of Investment Policy

al—agen
+1
th

fal .| NS | Mo sz ot
ST O¥hTa aSHE

+h Sy ot
S

£
T

ESEERCwS|
Feessacy

=

that

T

ottt
ESEE LT T

©

Ta=—

+

+
otort

ot
STtHcTr
A

ni

Ht=

4
STt

n

Tt
T AT

o g

ST

A

m

Tt

T

THHRGS

TS

fisses

=

1

T
nd
[Szae]

T

+
TTY

2N
SOy

-

EEE N 2N
[S3=aerss

ot

Tt
IATRE £
Tt

Fone
Faand £

+
©

STE

ESEERESwA|
TaRC

PN Adoxr
oy —GeP

1 er

EEE=wA]

BTN

Tt

NS

nroh
P S

+
W

(aFS

ST

[=r3aS =32

HHP

=¥

PE

otot

Nlerii

i5N
T E T RSO KEUPtCY

+ 1
{S2 31

E]

T

Ot

THhS

TTFoTtES

PE

-t Aalird
(SomaS pu u 5 A mp @ oS 3

ni
7HtS
N

4

STt

RS T

E=a

Th

na
BSS7

1
©

1
B e e ey iy
1Y
Tt

EEERN
(S==

Ty
T

2N

+
o8 atT

1 er

ol

EEESS

rrmant A
rameht—GI ¥

1+

£
To+tt

£1271

¥

ik

Wt

dabt+ adn
THGCO TG

£

AP
I=2=

£

e
et

" +1h =
S—aS Tt

T

£ d o s
T—PrFracTpa=x

PN
=

T

Aecad o
SaSASaSs E=

tod G+ o+

"G —otat

IIn

+ 1
1t

Bl
S=

¥

e
(=33

ot
STtMcH

T

It

SIS C N =
TEOmeHtT

Tt

+
Tt

TS

EENENEPY S PN N
ParereIpats:

Frey

1 4~ E
orTrgatcT

1324
Emeasy

Tt

I
(=
PN
SHea—©

o T

fod G+ -+

TG —otat

IIn

Tt

N ex
a5

+h
(Seay

a Tad
oCC—OY7 =

¥

7t

¥

T

5

ni
&

+haoy nat i
rF—rRStErumech

{Sxa

1

n
7S

+
orTgatt

Ankn/aloh) £ £ 1 4 o
\g =~z =y ¥ ¥

P
ooty

E2N
TOat

™

T

I

T

PRPNE

+ 1

el
[SEsaS a4

EN

rdn

ot

P r

ESEE T

\SaSE ey

T

HPo=x

T

TS

Uy gbarant

+iomn
Tatien

x5S

vt oo
egag

M
T

1 on
O CrottaT
PSP PN S

Tt

N

o=

(Se 5

EPSV NP NSV T BN
FPoratIoh

~

FEgag

LTONIMA N

EVE S

M
T

ESSN N

rm
Ees iy

+ 1

tft

vV SN
AR ST ===

SCoTt—ESSH ot

©

(Sx 33

L2 rer=ys

+h
{S2 31

+
Tatct

y—deo—in
Hld b

T

d
[Sz3a

fod Qi+ o+

HTrtcea—otat

TIn

4+
S=5S

freom +1

E=

2+ e EPS
Tatth—aht *

o

£1271

m

B3

ni

Bt7

rrm

i

T

Aer
G

thoat +h

ERaE

1

WoHLra—5 ST
daf
S

=

o= T

Tt

¥

oo

1+

"

+ 1

PEeY
(S22

ERPCT |
[S=ae s

ni
7t

rrm

¥

1

11k
(3 gm

FEE-

Ea1 o+t

>

©

T

A

(Sxas

==

bligation

T

Justified, Space After: 9 pt

“ '{Formatted

: Calibri, 11 pt

Font:

[ Formatted
{ Formatted

-

T et

-

PN g1l A T
W

Th PEVER

+c
SentS—

Calibri, 11 pt, Bold, Underline

Font:

= g
A 2N
Toea—=Ih
1 "
oty

il
14
€t

(=S au o
S

]
S vt
ded +hat +h

ExSasaS s

7HtS

T

T
73

N e
EENES

i
i2N

TES—attt
-~

Ad—Nimb-

[Sz3av s

¥

Nt
7t

¥
r D

INEETENEN
NHHS

=3

T+

{S2 3

Tt

P

papesii=sy

734l

Mot aaaa o
HattaErxTt

+h
A\ Sr 3
D

den

"

+
=iy

INalniY
\

+

IRVSETN
ST

i

ExSs
b
(=aS

T+x

S

T

©

>3

© D—x5

=

+ E P I S SN
T TSSHeG—Tt it

Tt

+ g
A

£ B2 E
T—oCePOeSTEE
a e
SOy

vt a £ o
Tt Cat

~

i o E
rerrieat

PN

+ T~
©

Daexr B
ST

-

il

+h

r

ESIEIE SEEE SIS P2
ErtutT HRSEE

P
Tt

Aan

ottt

{S2 3 SCraoTr—oeP TSt ¥att

TS

T

"t
€

o
e

At Q4 ot
RIFtEee—otat

IIn

+h
(Sx 33

coon
TCTH

o

U

PPN n (DTN
ot Oh—ro o=

P

PR
gt

PR

+h

o

PZEOUF

£

hadd

S—OahRK—GCP

(===

that—3 1t

EENEVN
T—PF TCC—t 1t [S==

13
Ss a1

~

EEECWoN R
SCaOHMoOtT T

+ 1
(Seas

a
S5

ESEENERS
PPt

1ok
1

ERI2N
\ET T

PP S ISP PR I RSN
ISEa=eacEaSss e

E s

Tt

e
SO

e

e
oGS

= S SN
e AT

nl
3=

nead
A>3
g 1
S OY

PN
ot atit

(DTN
(Tt o=T

oot
FPOoratcIoht
nt tho+

7t

Trcairon

+

Den

PRPENES

+1h
Tt

THSHE

7

eGCrar—oePO STt RSutrah
tod O+

+h
{S2 3

S—OahRK

7Tt

200 000

n

s

THSHE

that

S—o i

S—otat

Foar—aG

T
a

EEE-N

Ho—+t
Y

EEN

¥ {Sssaear

7

ST

=

a
SOy

E

11+
[Saeaersy

=S

Th O3 + 5
T TEY
"
[Sz3as s
ek
[S3=asray

+ o
€S

Tt

+
a1

P/,

EEEZWE i |
S CE=

ot

THT

T

essa

o

TTY

Font: Calibri
Right

[ Formatted
/ {Formatted

v o SH

P
ooty

EES]
¥

Nt tra n
W th——att

s

m
T

PVERS
oS GE

ropyrah
ISA=ES

¥
12
T+

T o ht
o at

rrier

rr
St

EERo =
[Sssas

nd £ B E | +
chHer—approprIat

[Szzac s

EER =
[S=sas

ner
THg—

2oy
T

8

Page




City of Beaumont
Statement of Investment Policy

ESEERESWA|
TGS

=

+1h
Tt

ESEERESWA| ]
TGSt

ntoar + n
eSSt 23

L erh
Rt —3ht

+
(Se 5

x

EEE NS
[S3=a=ras

fTak =
==

T
T

EEESNE S 2
iS5

+1h
Wttt

+ 1

11

+ A1 3ot a0 A +h o+ £
g tTof

Q4

i1

O3+

T
e
[Szsav s
nt D
£

i

{SEseonsy

o otort

T

TTY
17

(S

73 EIEZNE T 2
(S22

Wittt

S ot
Sa=cas

+ 1

-1

T

-1

7t =3

¥

WO+

Y
Y

+ o
Tt

B Tmaentsl
p=ASacavsiicss

-
s

g
¥

13+th
[Sa=nerss

4+

~

Th

=

{Sxa

=

S

+hirn +1

Wit ir—tTr
+ 1
t1t

£
T
+ 1

+
Tt

"d

+h
[Ss3avy

Neron o Ok 1 ot P2
7Y 5o cTroiRS

[S= =2t

Brrrah
o

PuE

EEEZWE i |
S CT=

Wttt

S o4
Sa=cas

+1h
Tt

+

T

-

-1

N
WO+

7t =3

it

[S=am==

T ot DA
Tt StHeht E===Sman

4
"t

R 13
SCatitt

+
TTY

SE33

IS==

Calibri, 11 pt, Bold, Underline

Font:

[ Formatted

+h
{S23

e

i+
o

DNirt+

A

1t DAy
THT

Hog—aS

[Sxs)

[Saszay

S
+

o

E=as

1+
(Seas

+h
Wttt

PO S
>3 [Szaae

nt O~
7t

rrm
Xt

+han +h (aF S
Wttt o tat

ESoNEV B
[SAS =

g
=

+ 1
{Sx3

EEm |

= "
¥ ot

1

P . Froamdt D
pE g~ E=a T E=n

n

[==avd

W

S2333

SCatt

TTY

Tt

Tt

T

d—prier

i

T

=5

€Y

A+t 10 £+ E2N
e T—tES— POt

Tt

£ ot
tart

o+
that

e

z EER S N SN

i EEDRSY

PR

)
=
(=%
—
pat
=
S
®
O
T
5
w
=]
[]
£
H
'S
J
v
l
D
D
n
i
h
¥
-
I
b
h
D
¥
-
E
B
L
D
E

fied
Font: Calibri, 11 pt, Bold, Underline

Justi

Formatted

B

a— s
SOy

P
¥

E 1tk
= [S3=asrss

ral

T
T

3
-]
5}
£
S
e
-
4P
oo
-H
N
-H
TP
UM
o]
YHoq M
4P jis)
YO ¢
H
[(OR]
E O
n
T H
F &
EoQ -
H
n o
P
[l RO
B 4b
Ro-H
H
H B H
B O
B
i uh
B
b= o]
0 -H
Fis)
il
-
$H -
B ¢
&
=2
o,
>
n
& |-
¢ e
b= H R}
-
.
oo 4
- G4
i} P
]
Ba
B Wb
¢ @
- -
P E
oo
4P pis)
p
o4 4D
-H
O -H
il b
BT P
on
[

1 Faam A
M cbar—Tahts

ISR e

T+

St

—
[
c
£
(7
©
=
=]
z
Q
o
4
[=8
—
=
=
2
©
o
i
=4
&
3
£
]
£
S
(' 9
J
Eis)
H H
Kon Ho|
+4
H q [0
4P B -f
4y +
D ¢ P @
£ @ P 4 O
B @
D T 4
4P #H D P
[oale SR et ]
¢ B4
ORI +#
fonib B VI n
B O B Q4 -H
un - 4P 4P
P P
oo & 4P
S B P
B @ o
P 4D M)
Do P
o] 4P
P P
il & F
4 EiSE ol
[Rti)
n T
o B
P O H W
- £ -
IS VI VI I
B g B O
oo il
D D s dhop
oR P oS
H uh
-H -H P -H
b
T E P D P
@4 H [}
o P 4
$H Nl EP
o B D
HE P
(2 JNO]
b &
D P oD o)
B >
oRRo) o -H
-H H Y P
B p
naoQ & ¢ H
4
- 4 B H
P PP P
b O] N Q@
+ i &
P oo B
sH B - [}
BE 6D P
4 - P
[ORRN VIR (S}
P > ®

1

[S===

P

+ 2
T

"
rgaohtrzZatt

rer

=

W

ot

ni

T

a3 £ £
S

EIEEEE SIS
Tt

nat

+ nahiry 4
Tt O

~
¥

1+
Wttt

1 rer

+
StHS

¥

TOF¥

RSt tutx

TP

T

Tt

(S

Broacram
JSESACAS E=c s i)

+h
(Seas

D B+ ot nag—myttiul Ihanl
DESPTT SR g—HurcIpP=T oSy

Ialnt
DS

Hattarxt

matiie

ittt d o K |
st ratiron—SsHmpt

A

o

ERASNE RPN 2
N ECTT

PN
Tt

+ ot o
tort et

L
whmit

1

1
W

A e
S—Prx

e

~
E=

Faam A

+h
{Sx 3
1

hocrhtaor—90o

n

roah A ESE IS
oS StIXgatIon

+ 1

Sz 5

Si=r==

TGS

Hha T

IS==

T

1
o

PPN S RN

T

"
[Sz3av s

+
STTST

T

£ o5 1 A
Far—et SESS 3y

T

e

1
T

4

T 1 IS
Wi+ —att

ik
Wit

Toped

Font: Calibri
Right

[ Formatted
{ Formatted

9

Page




City of Beaumont
Statement of Investment Policy

4 arinEion £ beow +h PR - foomarded  (ineludinag—+h
€t ription F—HROwW—th S HriEt S¥a areguaraca—{rhrergatrng—thn
FENE N Sy \ rd bt o ff o 1
EEtrement—pr SS)—ahe—Hh Heen—&h

13. Security Safekeeping and Delivery Procedures
3-—Third-Party safekeeping: To protect against fraud, embezzlement, or losses caused by collapse of an

individual securities dealer and to enhance access to, securities are-priced-and program-audited: [Formatted: Font: Calibri, 11 pt
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in safekeeping by a third— party bank trust department acting as agent for the City under the terms of a [Formatted: Font: Calibri, 11 pt
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agreement. In connection with the City’s annual independent audit, securities held in custody are audited to

verify investment holdings. No outside broker/dealer or advisor may have access to the City funds, accounts or [Formatted: Font: Calibri, 11 pt

investments, and any transfer of funds to or through an outside broker/dealer must be approved by the City
Council.

2—Delivery-Versus-Payment: All trades of marketable securities shall be cleared and settled on a standard

A

delivery-versus-payment (“DVP”) basis to ensure that securities are deposited in the City’s safekeeping account {Forrnatted: Font: Calibri, 11 pt, Bold, Underline
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Asystem of internal controls has been established to prevent losses of public funds arising from fraud, employee<

deemed most important include control of collusion, separation of transaction authority from accounting and
record keeping, custodial safekeeping, avoid of physical delivery of securities, clear delegation of authority to

subordinate staff members, written confirmation of transactions for investments and wire transfers and
development of a wire transfer agreement with the lead bank and third-party custodian. _Furthermore, an
independent analysis by an external auditor shall be conducted annually to review internal control, account
activity, and compliance with policies, procedures, and applicable laws.

The investment of City funds shall be made in accordance with Sections 53600 et seq. of the California
Government Code and in accordance with this Investment Policy. Permitted investments for the City shall
include the following security types and related credit quality, maturity, and diversification constraints.

1. Municipal Bonds: Bonds issued by the City, the State of California, any other of the 49 states in addition
to California, and any local agency within the state of California. This authorization includes the ability
to invest in obligations payable solely out of the revenues from a revenue-producing property owned,
controlled, or operated by a state or any local agency in the state of California or by a department, board,
agency, or authority of a state or any local agency in the state of California.

Credit Quality: Securities in this category shall have a minimum credit rating of A (or its equivalent) by
at least one nationally recognized statistical rating organization at the time of purchase.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer. No more than
30% of the portfolio may be invested in this category.

2. U.S. Treasury Obligations: United States Treasury bills, notes, bonds, and certificates of indebtedness
or those for which the faith and credit of the Unites States are pledged for the payment of principal and
interest.

Credit Quality: No minimum credit rating required for securities in this category.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: There are no dollar or percentage limits on securities in this category.

3. Federal Agency and Government Sponsored Enterprise Obligations: Federal agency or United States
government-sponsored-enterprise obligations, participations, or other instruments, including those
issued by or fully guaranteed as to principal and interest by federal agencies or United States
government-sponsored enterprises.

Credit Quality: No minimum credit rating required for securities in this category.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: There are no dollar or percentage limits individual issuers in this category.

4. Commercial Paper: Commercial paper of "prime" quality and issued by a corporation organized and
operating in the United States with total assets of at least $500 million.

Credit Quality: Securities in this category must be rated “A-1” (or the equivalent) or higher by at least

Formatted: Font: Calibri, 11 pt
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(if any) issued by corporations in this category must be rated at least “A” (or the equivalent) or better
by at least one nationally recognized statistical rating organization.

Maximum Maturity: 270 days at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the City’s portfolio may be invested in any single issuer of
commercial paper. For purposes of this issuer limitation, holdings of commercial paper and medium-
term notes of a single issuer shall be limited to 10% of total portfolio assets. No more than 25% of the
total portfolio may be invested cumulatively in commercial paper or asset-backed commercial paper as
defined in Section 6, below. No more than 10% of the outstanding commercial paper of any single issuer
may be purchased.

Asset-Backed Commercial Paper: Asset-Backed Commercial paper of “prime” guality and issued by an

entity organized within the United States as a special purpose corporation, trust, or limited liability
company.

Credit Quality: Securities in this category must be rated “A-1" (or the equivalent) or higher by at least
one nationally recognized statistical rating organization. In addition, the issuing entity must have
programwide credit enhancements including, but not limited to, overcollateralization, letters of credit,
or a surety bond.

Maximum Maturity: 270 days at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the City’s portfolio may be invested in any single issuer of
commercial paper. For purposes of this issuer limitation, holdings of commercial paper and medium
term notes of a single issuer shall be limited to 10% of total portfolio assets. No more than 25% of the
total portfolio may be invested cumulatively in asset-backed commercial paper or commercial paper as
defined in Section 5, above. No more than 10% of the outstanding commercial paper of any single issuer
may be purchased.

Federally Insured Time Deposits: Non-negotiable certificates of deposit in state or federally chartered

banks, savings and loans, or credit unions.

Credit Quality: Securities in this category shall be limited to the maximum amount covered by federal
deposit insurance.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer of non-negotiable
or negotiable certificates of deposit. No more than 15% of the portfolio may be invested in any
combination of non-negotiable certificates of deposit as set forth in subsections 6, 7, and 8 hereto. No
more than 30% of the portfolio may be invested in any combination of non-negotiable or negotiable
certificates of deposit.

Collateralized Time Deposits: Non-negotiable certificates of deposit in state or federally chartered

banks, savings and loans, or credit unions in excess of federal deposit insurance limits which are fully
collateralized in accordance with state law.

Credit Quality: Securities in this category exceeding federal deposit insurance limits shall be
collateralized in accordance with state law and be issued by institutions which have long-term debt
obligations rated “A” (or the equivalent) or better and short-term debt obligations, if any, rated “A1”
(or the equivalent) or better by at least two nationally recognized statistical rating agencies.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.
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City of Beaumont
Statement of Investment Policy

Diversification: No more than 5% of the portfolio may be invested in any single issuer of non-negotiable
or negotiable certificates of deposit. No more than 15% of the portfolio may be invested in any
combination of non-negotiable certificates of deposit as set forth in subsections 7, 8, and 9 hereto. No
more than 30% of the portfolio may be invested in any combination of non-negotiable or negotiable
certificates of deposit.

8. Certificate of Deposit Placement Services: Non-negotiable certificates of deposit at a commercial bank,
savings bank, savings and loan association, or credit union that that uses a private sector entity to assist
in the placement of deposits (e.g., CDARS).

Credit Quality: The full amount of each deposit and the interest that may accrue on each such deposit
shall at all times be insured by federal deposit insurance.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer of non-negotiable
or negotiable certificates of deposit. No more than 15% of the portfolio may be invested in any
combination of non-negotiable certificates of deposit as set forth in subsections 7, 8, and 9 hereto. No
more than 30% of the portfolio may be invested in any combination of non-negotiable or negotiable
certificates of deposit.

9. Negotiable Certificates of Deposit: Negotiable certificates of deposit issued by a nationally or state-
chartered bank, a savings association or a federal association (as defined by Section 5102 of the Financial
Code), a state or federal credit union, or a federally licensed or state-licensed branch of a foreign bank.

Credit Quality: Securities in this category exceeding federal deposit insurance limits shall be issued by
institutions which have long-term debt obligations rated “A” (or the equivalent) or better and short-
term debt obligations, if any, rated “A-1” (or the equivalent) or better by at least two nationally
recognized statistical rating agencies.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer of non-negotiable
or negotiable certificates of deposit. No more than 30% of the portfolio may be invested in any
combination of non-negotiable or negotiable certificates of deposit.

10. Repurchase Agreements: Repurchase agreements with specific terms and conditions may be transacted
with banks and brokers. Such investments must be subject to a “Master Repurchase Agreement”
substantially in the form developed by the Securities Industry and Financial Markets Association

(“SIEMA”).

Credit Quality: Repurchase agreements shall be collateralized with U.S. Treasury and Federal Agency
securities (as authorized herein) maintained at a value of at least 102% of the market value of the
repurchase agreement. Securities used as collateral for repurchase agreements shall be delivered to the
City’s custodian bank.

Maximum Maturity: 1 year at the time of entry.

Diversification: There are no dollar or percentage limits on securities in this category.

11. Medium-Term Corporate Notes: Medium-term corporate notes shall mean all corporate and
depository institution debt securities 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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City of Beaumont
Statement of Investment Policy

Credit Quality: Securities in this category shall be rated in the “A” category or better by at least two
nationally recognized statistical rating organizations at the time of purchase.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 5% of the portfolio may be invested in any single issuer. No more than
10% of the total portfolio may be invested in the commercial paper and medium-term notes of a single
issuer. No more than 30% of the portfolio may be invested in this category.

Money Market Mutual Funds: Money market mutual funds registered with the Securities and Exchange

13.

Commission under the Investment Company Act of 1940 (15U.S.C. Sec. 80a-1 et seq.) meeting the credit
quality requirements set forth below or retaining an investment adviser registered or exempt from
registration with the Securities and Exchange Commission with not less than five years' experience
managing money market mutual funds with assets under management in excess of five hundred million
dollars ($500,000,000).

Credit Quality: Attained the highest ranking or the highest letter and numerical rating provided by not
less than two nationally recognized statistical rating organizations.

Maximum Maturity: No maturity restrictions apply.

Diversification: No more than 20% of the portfolio may be invested in this category.

Mortgage Pass-Through and Asset-Backed Securities: Mortgage pass-through securities, collateralized

14.

mortgage obligations, mortgage-backed or other pay-through bond, equipment lease-backed
certificate, consumer receivable pass-through certificate, or consumer receivable-backed bonds
meeting the requirements set forth below.

Credit Quality: Securities eligible for investment under this subdivision shall be rated in a rating category
of “AA” or its equivalent or better by an NRSRO and have a maximum remaining maturity of five years
orless.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: With the exception of obligations issued by Federal Agencies and Government
Sponsored Enterprises as specified in subsection 3 hereto, no more than 5% of the portfolio may be
invested in any single issuer. No more than 10% of the total portfolio may be invested in this category.

State of California Local Agency Investment Fund: The State of California Local Agency Investment Fund

15.

(“LAIF”) managed by the State of California Treasurer’s Office.

Credit Quality: No credit rating requirements exist for LAIF. In addition, should LAIF invest in securities
or instruments prohibited or not specifically authorized by the City’s Investment policy, the City is not
prohibited from investing in LAIF provided sufficient information is available to allow the City to
understand the risks associated with investing in LAIF.

Maximum Maturity: No maturity restrictions apply.

Diversification: The City may invest up to the maximum amount permitted by California state law.

Joint Powers Authority Pools: Shares of beneficial interest issued by a joint powers authority organized

pursuant to Section 6509.7 that invests in securities authorized by California Government Code Section
53601 subdivisions (a) to (r), inclusive, and that has retained an investment adviser that is registered or
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City of Beaumont
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exempt from registration with the Securities and Exchange Commission having not less than five years
of experience investing in the securities and obligations authorized by California Government Code
Section 53601 and having at least five hundred million dollars ($500,000,000) under management.

Credit Quality: There are no credit rating requirements for Joint Powers Authority Pools.

Maximum Maturity: No maturity restrictions apply.

Diversification: The City may invest up to the maximum amount permitted by California law.

16. Supranational Securities: United States dollar denominated senior unsecured unsubordinated
obligations issued or unconditionally guaranteed by the International Bank for Reconstruction and
Development, International Finance Corporation, or Inter-American Development Bank eligible for
purchase and sale within the United States.

Credit Quality: Securities in this category shall be rated in the “AA” category or better by at least one
nationally recognized statistical rating organizations at the time of purchase.

Maximum Maturity: Five years at the time of purchase as measured by the settlement date.

Diversification: No more than 10% of the portfolio may be invested in any single issuer. No more than
15% of the portfolio may be invested in this category.

Bond Proceeds: Proceeds arising from the issuance of debt shall be invested in accordance with the provisions
of their governing bond documents and in a manner consistent with the City’s general investment philosophy
as outlined in this Investment Policy. Bond proceeds are not eligible as a of the Cit ooled funds. 3+

,

[Formatted: Font: Calibri, 11 pt

13 Securities authorized by the bond indenture or similar investment documents that are not authorized by
the City’s Investment Policy will be considered approved investments for bond proceeds when the bond
indenture or similar authorizing document is approved by the City Council. Bond reserve funds, escrow funds
and any funds approved by the City Council may be invested in securities with maturity limits of five years or an
appropriate longer period. The bond indenture shall provide any specific restrictions or limitations on either the
nature or the duration of the investments and should be the governing document.

Note on Credit Quality Requirements: Should the credit rating of a security owned by the City be downgraded
to a level below that required by this Investment Policy, the City will review the credit situation and determine
if such securities should be sold or retained in the portfolio based upon its remaining term to maturity, the credit
outlook for the issuer, and other relevant facts and circumstances. If the decision is made to retain a
downgraded security, it will be closely monitored by the City and reported on quarterly to the Finance
Committee.

Note on Maximum Maturity Limitation: The five-year maturity limitation of this Investment Policy shall be
measured as of the transaction settlement date. In accordance with section 53601 of the California Government
Code, this five year maturity limitation may be extended if deemed prudent by the Investment Officer and
provided that the City Council has approved such investment either specifically or as part of an investment
program approved by the legislative body no less than three months prior to the investment.

Note on Diversification Requirements: The diversification requirements set forth above relating to the
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maximum allowable percentage for a particular issuer or investment type shall apply at the time of purchase.
Due to fluctuations in the aggregate invested balance, these maximum percentages may be exceeded from time
to time and shall not require liquidation to realign the portfolio. However, consideration should be given to this
matter when future purchases are made.

Note on Other Requirements: Should any investment fall out of compliance with any other guidelines of this
policy after its purchase, the City will review the situation and determine if such securities should be sold or
retained in the portfolio based upon its remaining term to maturity, the credit outlook for the issuer, and other
relevant facts and circumstances. If the decision is made to retain such a security, it will be closely monitored
by the City and reported on quarterly to the Finance Committee.

16. Prohibited Investments and Practices

Provided below are certain prohibited investments and investment practices intended to help safeguard
invested balances.

1. In accordance with California Government Code section 53601.6, investments in inverse floaters, range
notes, mortgage-derived interest-only strips are prohibited. In addition the purchased of any security
that could result in zero interest accrual if held to maturity is also prohibited except for the purchase
securities issued or backed by the United States government in the event of, and for the duration of, a
period of negative market interest rates

Investments not specifically described herein are prohibited.

The purchase or sale of securities on margin is prohibited.

The purchase of securities denominated in foreign currencies is prohibited.

R Eal B

The purchase or sale of securities done solely to speculate on the direction of future interest rates is
prohibited.

Any investment currently held that does not meet the guidelines of this policy shall be exempted from the
requirements of this policy. At maturity or liquidation, any such monies shall be reinvested only as provided for
in this policy.

17. Managing Portfolio and Investment Risks

Safety of principal is the foremost investment objective of the City. Each investment transaction shall seek to
ensure that capital losses are avoided, whether from securities default, broker/dealer default, or erosion of
market value. 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 portfolio’s investment return, provided that
adequate diversification has been implemented. The City shall seek to preserve principal by mitigating credit
risk and market risk as set forth below.

Mitigating Credit Risk: 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 seek to mitigate credit risk
by adopting the following strategies:

1. Adhering to the diversification requirements set forth in Section XlIl of this policy which limit the amount
of the total portfolio that may be invested in any single issuer.

2. Utilizing an active management strategy that allows for the sale of securities prior to their scheduled
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maturity dates for purposes of improving the portfolio’s credit quality, liquidity, vield, or return profile
in response to changing market conditions or City circumstances.

3. Reviewing downgraded securities. Should the credit rating of a security owned by the City be
downgraded to a level below that required by this Investment Policy, the City will review the credit
situation and determine if such securities should be sold or retained in the portfolio based upon its
remaining term to maturity, the credit outlook for the issuer, and other relevant facts and
circumstances.

4. Monitoring any downgraded securities. If the decision is made to retain a downgraded security, it will
be closely monitored by the City and reported on quarterly to the Investment Committee.

Mitigating Interest Rate Risk: Market risk is the risk that the value of a security or portfolio will fluctuate due
to changes in the general level of interest rates. The City understands that while longer-term portfolios have
the potential to generate higher investment returns over time, they also exhibit a greater volatility of return. In
addition, the City further recognizes certain types of securities, including variable rate securities, securities with
principal paydowns prior to maturity, and securities with embedded call options, will affect the market risk
characteristics of the portfolio differently. Accordingly, the City will mitigate market risk by adopting the
following strategies:

1. The City shall maintain sufficient balances in short-term investments to provide liquidity for expected
and contingent expenditures thereby limiting the need to sell securities prior to maturity. Liquidity funds
shall be maintained in short-term investments such as LAIF, deposit accounts collateralized in
accordance with state law, and money market funds and instruments with minimal market risk.

2. Longer-term securities shall be scheduled to mature in advance of known expenditure requirements
whenever possible.

3. The City shall avoid the purchase of securities for the sole purpose of short-term speculation.

4. The maximum stated final maturity of any security in the portfolio shall be five years, except as otherwise
stated in this Investment Policy.

5. The maximum percentage of callable securities (excluding securities with “make whole” call provisions)
held in the portfolio shall be 20%.

6. The weighted average duration of the actively managed portion of the portfolio, i.e. non liguidity funds,
shall be maintained in a range of +/- 25% the duration of a market benchmark as selected by the City
based upon the City’s risk tolerances and investment objectives.

18. Performance Standards & Evaluation

Consistent with the City’s circumstances and risk tolerances, the investment performance objective for the
managed portfolio shall be to earn a total rate of return over market cycles that is approximately equal to the
return on the City’s chosen benchmark index.
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19. Reporting
and Disclosure «

JIn accordance with Government Code Section 53646(8)(1), the City Treasurer shall submit to the Finance<
Committee a quarterly report that will then be taken to the City Council. —The report shall include a complete
description of the portfolio, the type of investments, the issuers, maturity dates, par values and the current
market values of each component of the portfolio, including funds managed for the City of Beaumont by
third party contract managers. The report will also include the source of the portfolio valuation. —As specified
in Government Code 53646(e), if all funds are placed in the Local Agency Investment Fund (LAIF), FDIC insured
accounts and/or county investment pool, the foregoing report elements may be replaced by copies of the
latest statements from such institutions. The report must also include a certification that (1) all investment
actions executed since the last report have been in full compliance  with the investment policy, and, (2) the

City of Beaumont will meet its expenditures obligations within the cash flow needs.

e
20. Policy Review and Adoption amel esed one
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adopted by resolution of the City Council on, at minimum, an annual basis. This investment policy shall be
reviewed at least annually to ensure its consistency with the overall objectives of preservation of principal,
liquidity, and return as well as its relevance to current law and financial and economic trends. In accordance
with Senate Bill 564 and Senate Bill 866, effective January 1, 1996, the City staff brings forward each year the
City’s Investment Policy for review by the City Council.*ee Any amendments to the policy shall be forwarded
to City Council for approval.

15.Glossary

Active investment management. An investment management strategy
that involves the active trading of securities in an attempt to
earn above-average returns on a portfolio. Active investment
management requires frequent monitoring of financial markets
with the investor taking positions on key market variables in an
attempt to “beat” the market.

Arbitrage. The simultaneous purchase and sale of similar assets
in order to profit from a price difference between the two
assets, such as stocks, bonds, commodities, and currencies. In
public finance, the term is commonly used to refer to the
investment of bond proceeds in taxable instruments to increase
investment income.
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Arbitrage rebate. The federal government has imposed
restrictions that prohibit an issuer from retaining arbitrage
profits when investing bond proceeds at a yield that exceeds the
yield on the bonds. The profit is rebated to the federal
government.

Bankers’ acceptance (BA). A draft or bill or exchange accepted by a
bank or trust company. The accepting institution guarantees payment of
the bill, as well as the issuer.

Benchmark. A benchmark is a composite of securities with
specific characteristics such as credit, asset, and maturity.
Investors can use a benchmark as a measure to compare the
performance of their own portfolio.

Benchmarking. Benchmarking, also known as indexing, is a passive
investment management approach in which an investor generally
creates a portfolio that strives to achieve a return and risk
profile similar to a benchmark or an index.

Certificate of deposit (CD). A time deposit with a specific maturity
evidenced by a Certificate. Large-denomination CD’s are typically
negotiable.

Collateral. Underlying securities that are pledged to secure
deposits of public funds. Also used in conjunction with
repurchase agreements to protect the entity from default by the
counterparty.

Coupon. (a.) The annual rate of interest that a bond’s issuer promises
to pay the bondholder on the bond’s face value. (b) A certificate
attached to a bond evidencing interest due on a payment date.
Custody. The service of an organization, usually a financial
institution, of holding (and reporting) a customer’s securities
for safekeeping. The financial institution is known as the
custodian.

Delivery-versus-payment (DVP). A settlement procedure where
payment for securities purchase is made simultaneously with the
transfer of the purchased securities. The same procedure applies
for a securities sale; the securities are transferred as payment
is made. This procedure ensures that funds are released upon
receipt of securities, thus protecting the government’s assets.
Derivative instrument. A security that derives its value from an
underlying asset, group of assets, reference rate, or index
value. Some derivative instruments can be highly volatile and
result in a loss of principal in changing interest rate
environments.

Diversification. Dividing investment funds among a variety of
securities offering different risk characteristics and
independent returns to reduce risk in a portfolio.

Generally accepted accounting principles (GAAP). The criteria
normally used by independent auditors to assess whether

financial statements are “fairly presented.” [memmmFmtcwm

Governmental Accounting Standards Board (GASB). The standard- [anmumtRmm
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setting body responsible for setting GAAP for state and local
governments since 1984.

Leverage. Using borrowed funds for investment purposes or an
attempt to increase the rate of return on a investment by buying
securities on margin. This practice can be risky if interest
rates rise or if investment yields are lower than expected.
Liquidity. A liquid asset is one that can be converted easily and
rapidly into cash without a substantial loss of value. In the money
market, a security is said to be liquid if the spread between bid and
asked price is narrow and reasonable size can be done at those quotes.
Local Government Investment Pool (LGIP): The aggregate of all funds
from political subdivisions that are placed in the custody of the
State Treasurer for investment and reinvestment.

Marking-to-market. The practice of valuing a security or
portfolio according to its market value, rather than its cost or
book value.

Market value. The price at which a security is trading and could
presumably be purchased or sold.

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

Passive investment management. An investment strategy where
securities are bought with the intention of holding them to
maturity or to mimic a benchmark or an index with the goal of
achieving an average market rate of return.

Portfolio. Collection of securities held by an investor.

Primary dealer. A primary dealer is a bank or securities broker-
dealer that trades in the U.S. government securities with the
Federal Reserve Bank of New York (FRBNY). It is through the
FRBNY Open Market Desk that the Federal Reserve System (“Fed”)
implements monetary policy. A firm may become a primary dealer
by meeting certain requirements, such as minimum capital
adequacy standards. Some governments only conduct investment
transactions with primary dealers because of these capital
standards.

Prudent person rule. An investment standard. In some states the law
requires that a fiduciary, such as a trustee, may invest money only in
a list of securities selected by the custody state-the so-called legal
list. In other states the trustee may invest in a security If it is
one which would be bought by a prudent person of discretion and
intelligence who is seeking a reasonable income and preservation of
capital.

Rate of return. The amount of income received from an
investment, expressed as a percentage. A market rate of return
is the yield that an investor can expect to receive in the
current interest-rate environment utilizing a buy-and-hold to
maturity investment strategy.

Regional dealer. Regional dealers are also referred to as
“secondary” or “non-primary” dealers. These are all the firms
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that are not designated as “primary”. These firms do not trade
directly with the FRBNY. Many firms, ranging in size,
capitalization, as well as product focus, fall in this category.
Repurchase agreement (repo). A transaction in which a holder of
securities sells those securities to an investor with an
agreement to repurchase those securities for a fixed price at an
agreed-upon date. A master repurchase agreement is a written
contract governing all future transactions between the parties
and seeks to establish each party’s rights in the transactions.
Reverse repurchase agreement. The opposite of a repurchase
agreement. The investor owns the securities or collateral and a
bank or dealer temporarily exchanges cash for the collateral for
a specified period of time at an agreed-upon interest rate.
Safekeeping. A procedure where securities are held by a third
party acting as custodian for a fee.

Securities and Exchange Commission (SEC). The Securities and
Exchange Commission is a U.S. government agency having primary
responsibility for enforcing the federal securities laws and
regulating the securities industry.

SEC Rule 1503-1. See Uniform Net Capital Rule.

Securities lending. Similar to a reverse repurchase transaction.
Financial institutions offer to lend securities owned by
institutional clients to brokers in exchange for collateral
(typically cash), which is reinvested at a higher rate. The
resulting proceeds are split between the client and the lending
agent (financial institution).

STRIPS. Securities created by separating the principal and
interest portions of bonds, such as 30-year Treasuries, or pools
of mortgage-backed securities.

Treasury Bills. A non-interest bearing discounted 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 discount security issued as
direct obligations of the U.S. Government and having initial
maturities from two to 10 years.

Total return. Interest income plus capital gains (or minus
losses) on an investment.

Uniform net capital rule. Securities and Exchange Commission
requirement that member firms as well as nonmember broker-dealers in
securities maintain a maximum ratio of indebtedness covers all money
owed to a firm, including margin loans and commitments to purchase
securities, one reason new public issues are spread among members of
underwriting syndicates. Liquid capital includes cash and assets
easily converted into cash.

Yield. The percentage return on an investment; also called
return. There are several yield calculations that can be made,
such as yield to maturity, the promised return assuming all
interest and principal payments are made and reinvested at the

Page | 21

<
A

[ Fol

rmatted: Tab stops: 6.14", Left + Not at 5.89"

[ Fol

rmatted: Font: Calibri

[ Fol

rmatted: Right




- [ Formatted: Tab stops: 6.14", Left + Not at 5.89"

same rate taking into account price appreciation (if priced
below par) or depreciation (if priced above par), or yield to
call, the yield an investor will receive if the security is
called prior to maturity.
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MAXIMUM
MINIMUM
INVESTMENT SPECIFIED LITY
TYPE % OF &L
REQUIREMENTS
PORTFOLIO"
Local Agency Bonds 5 ysars Mons Mone 536011=)
LS. Treasury Obligations £ yaars Mone Mone S38011(b)
State Obligations—
A Cthers S ysars Mons Meone 536011d)
GA Locsal Agency
Obligati 5 years Mone Meone 5360118)
LS Agency Obligations 5 years Mons Mone S3601if
Banksrs” Acceptances 180 days 205 Mone 536011g)
Commercial P — 270 25% of th Highest lethar and ber
me apar= days = ighe r num" s 1RNZHC)
Mon-Pooled Funds’ or less agancy’s money™ rating by an NRSRO
Commercizl Papar— 270 days 40% of the Highest letber and number 53535(=)1)
Pooled Funds' or less agency’s money™ rating by an MRSRCH
Meagotiable Coertificates .
of D i £ yaars 300 Mone 53801
Mon-negotiable
Cart = of Deposit £ yaars Mone Mone 53830 et=aq.
Flacement Service . 536801.8 and
De it 5 yaars 507 Mone 535358
Flacement Service . 536801.8 and
Gartificates of Deposit 5ysars 50% Mone 53635.8
FRepurchase Agresmsnis 1 year Mons Mone 53801
FReverse Repurchass 207 of the bass
Agresmenis and Securities B2 days- walue of the None™ 53501{j)
Lending Agreemenis porifiolio
. 5 years “A" rafing category or itz
Medium-Term Motes™ or loss 30 squivalsnt or - 536071k)
Mutuzl Funds And Money - mo E3801(l) and
Markest Mutual Funds A 20% Multipla 53801.6(b)
Collateralized Bank 53630 et s8q.
De = £ yaars Mone Mone and 538014n)
Mortgage Pass-Through AT e
and Asset-Backsd s yaae 20% ﬂ‘:’n‘ rating :tatﬂgw o | 53801(0)
Sacurit or aquivalent or batter
County Pocled
Irvast Funds oA Mone Mone 27133
Joint Powers Authority Pool MSA Mone Multipls® S52e011p)
Local Agency Investmeant
Fund (LAIF) MN/A Mons Mone 164291
Vol h";:n“;?mm MA Mons Mens 16340
. L S yoars “AA" rating category or
Supranational Obl 308 53801
up ion: igations” o les itz equivalent or - iq)
53801(r),
Public Bank Obligations £ yaars Mone Mone E3635{c) and
STE03
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