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EXECUTIVE SUMMARY I . ~ 
Investments and deposits offimds by local agencies in Cal ifomia arc primarily governed b9 _ •' • . • •'/ 
Slate laws found in Govemmcnt Code (GC) Section 53600, ct.scq Y 

GC Section 53646 encourages and Fresno Municipal Code (FMC) 7-104 requires that 
Council annually adopt an mvestment policy (the .. Policy") applicable to City of Fresno 
investments and deposits. 

In addition, the Govenm1cntal Accounting Smndards Board ("GASB") requires extensive 
reporting and disclosure regarding the City's investment program through GASB 
Statements 3, 31 and 40. 

As stated in the Policy, the objectives of the City's investments program are (I) legal 
compliance (2) safety of capital (3) adequate liquidity (4) market yield and (5) local 
economic development. 

Legal compliance is assured because the investments authorized for the City arc either 
approved with the same parameters permitted by State law, or have more stringent 
parameters. For example State law has no limits on the number of Agency Notes. l11e City's 
Policy limits no more than 70 percent of the Portfolio to Agency Notes, with no more than 
50 percent tor any one issuer. 

Safety of capital is assured by managing financial credit risk (the risk of default by the 
issuer), custodial credit risk. (the risk of losing investments not held in the City's name), 
concentration of credit risk. (the risk of not adequately diversi fymg), interest rate risk (the 
risk of declines in market value when interest rates rise). and foreign currency risk (the risk 
of loss due to fluctuations in the value of foreign debt instruments.) 

Financial credit risk is managed by limiting investment choices to those authorized by State 
law. Custodial risk is managed by requiring a third party custodian for all investments. 
Concentration of credit risk is managed by assuring adequate diversification as noted above, 
for example, with regard to Agency Notes. Interest rate risk is managed by linliting the 
portfolio to a weighte-d average maturity not to exceed three years. Foreign currency risk is 
managed by linliting investments to only dollur denominated instruments. 

• Adequ(lle liquidity is assured by owning marketable securities which can easily be 
liquidated or sold, by maintaming a maturity schedule that assures a regular stream of cash 
flow. and by maintaining a sufficient amount of funds in immediately liquid accounts such 
as the Local Agency Investment Fund ("LA IF"). 

• Investment return objecti vc.~ are achieved by unalysis of the market nnd the investments 
avai lable, by maintaining a semi-active style of investment management, by swapping bonds 
if advuncageous, by requiring competitive bidding and negotiation when appropriate, and by 
engaging in securities lending if appropriate. 

• The objective of local economic development is pursued by rcscrvmg S 10,000,000 (or 
approximately 4 percent) of the Portfolio for purchases ofC~11i ficutes of Deposi t fi·omlocal 
tlnancial institutions. 
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.. 
• Tite investment function is organized by the City Treasurer, who also serves as Lhe City'~ .\ ·• .• ); 

Controller. The Treasurer sets overall policy and objectives for the investment program. ·r~ ~ <. ,• 
Treasury Ofllcer selects investments, with the approval of the Treasurer or Assistant 
Controller. The Senior Accountant-Auditor perlorms the accounting for the Portfolio and 
prepares monthly reports of investment activity. This segregation of duties is integral to 
strong internal control in the investment program. 

• The Treasury Officer, with the advice and direction of the Treasurer, performs the day-to­
day management of the Portfolio. Tite markets and economic activity are monitored daily 
along with possible investmentS and actions that would benefit the Portfolio. Data are 
analyzed and investmenl decisions are made by the Treasury Officer and approved by the 
Treasurer or Assistant Controller. 

• Reports of investment activity and Portfolio status are made monthly. The Reports detail the 
holdings in the Portfolio, including the par. book, and market value of each mvestment and 
each investment category. The Reports also show the asset mill in the Portfolio, the range of 
maturities, the level of Policy compliance, and a comparison of yields between Lhe City's 
Portfolio, LAlF and a one-year Treasury instrument. 

• After adoption of this Policy by Council, any material changes must be approved by 
Council. 
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I. INVESTMENT RESONSffiiLITIES ~. A. Legal Requirements 

The primary sources of law regarding the investment practices and procedures for the 
City of Fresno arc laws passed by the State of California, the Fresno City Charter and the 
Fresno Municipal Code ("FMC"). Fedcrnllaw and Fresno County ordinances are not 
gcnemlly a source of direction with regard to the management of the City of Fresno 
deposit and investment program. 

The State has declared its intention to govern investment and deposit acuvity for local 
agencies under various Cali fomia Government Code ("GC'') Sections. GC Sections 
53630.1 and 53600.6 state that: ''The Legislature hereby linds that the solvency and 
creditworthiness of each individual local agency can impact the solvency and 
creditworthiness of the state and other local agencies within the state. Therefore, to 
protect the solvency and creditworthiness of the state and all of its political subdivisions, 
the Legislature hereby declares that the deposit and investment of public funds by local 
officials and local agencies is an issue of statewide concern." 

I. Investment Authority 

a. State Law 

GC Section 4100 I identifies the city treasurer as the city official responsible for 
receipting and safekeeping all money received as trensurer. GC' Section 41006 
authorizes the city treasurer to appoint "deputies" for whose acts he (the 
treasurer) and his bondsmen are responsible. GC Section 5360 I authorizes the 
legislative body of a local agency to invest money not required for the immediate 
needs of the local agency. GC 53607 authorizes the City Council to delegate its 
authority to invest to the treasurer of the local agency for a one-year period. 

b. City Law 

Section 804 of the Charter of the City of Fresno creates the position of City 
Controller. who shall be appointed by the Chief Administrative Officer with the.: 
approval of the City Council. The Controller is to have charge of the financial 
affairs of the City under the Chief Administrative Officer. 

Sllction 7-901 ofthe rMc appoints the Controller ns the ex-ofticio Treasurer of 
the City. and requires that all funds received by the City be promptly paid into 
the City's Treasury. 

2. investment Policy 

a. State Law 

GC Section 53646 cncoumges local agencies to prepare an annual investment 
policy to be submitted to the agency's legislative body for its consideration at a 
public meeting. 
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b. City Law 

FMC Section 7-104 requires that the Controller shall annually prepare and 
submit an investment policy to the City Council for its approval. The policy is to 
include a policy statement, policy scope, policy obJectives, and various other 
investment provisions addressing auU10rized investments, portfolio 
diversification, internal controls and oU1er requirements as deemed appropriate 
by the Controller. 

3. Investment Reporting 

a. State Law 

GC 53646 encourages that a quarterly investment report be prepared by the 
treasurer or chief financial officer and submitted to the City Council within 30 
days following the end of the quarter covered by the report. GC 53607 requires 
that the treasurer make a monthly report of investment transactions to the City 
Council. 

b. City Law 

Although there is no legal requirement set forth in the City Charter or the FMC to 
do so, the Treasurer of the City of Fresno follows Slate law and submits monthly 
reports of investment activity to the City Council, in accordance with Section 
VI .A. of this Investment Policy (the •·Policy). within 30 days after the end of the 
month covered by the report or as soon thereafter as the month is closed and it is 
practicable. 

4. Authori1.ed Investments 

a. State Law 

GC 53601 establishes the types of investments allowed, the maximum allowable 
percentage limit~ for each investment type, acceptnble maturities, quality ratings 
allowed, and maximum allowable percentage by issuer. GC 53601.8 provides tor 
tbe investment of n portion of the City's surplus funds in certificates of deposit at 
a commercial bank, savings bank, savings and loan association, or credit union 
that uses a private sector entity that assists in the placement of certificates of 
deposit. In addition, GC 16429.1 authorizes local agencies like the City to invest 
monies in the Local Agency investment fund ("LA IF'') established by the State 
Treasurer for the benefit oflocal agencies. 

b. City Law 

The City Charter and municipal code do not deal with tbe types of investments 
permitted for the Ctty of Fresno. Through this Policy. the City of Fresno 
coufonns to State Law with regard to authorized mvcstmcnts. (See Section 
lli.A.I . Also, Appendix D contams a comparison of State and City authorized 
investments). 
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c. Grandfather Clause 

Any mvestmcnt held by the City of Fresno at the time tlus Polley IS adopted shall 
not be sold to conform to any part of this Policy unless Its sale is judged to be 
prudent by the City Treasurer. 

5. Collateral Requirements 

a. Stale Law 

There arc no collateral requirements for investments held in the City's treasury in 
accordance with GC Section 53601. GC Section 53601.8 (c) requires that the full 
amount of principal and interest accrued on local agency funds invested in 
certificates of deposit m accordance with the provision.s ofGC Section 53601.8 
shall at all times be insured by the Federal Deposit Insurance Corporation (FDIC) 
or the National Credit Union Administration (NCUA). GC Secuon 53635.2 
requires tbat funds not invested in accordance with GC Section 5360 I, should ··as 
far as possible"' be deposited in eligible financial insbtutions in California. For 
public funds in demand deposit accounts witb such financial institutions. GC 
Section 53652 requires that such funds must be collateralized by the institution 
wi th a market value of eligible securities listed in GC Section 53651, in excess of 
the total amount or all deposits secured by such eligible securities, by varying 
percentage amounts, depending on the type of security. Depository institutions 
are required to contribute such collateral to a pool of securities held in the name 
of and administered by the California Collateral Pool Administrator, an official 
with the California Department of Financial institutions, and held by the Federal 
Reserve Bank as custodian. 

b. City Law 

FMC Section 7-101 governs the collection and custody of City moneys and 
requires all such funds to be paid promptly into the City's Treasury, for deposit 
into financial institutions as determined to be most advantageous to the City by 
the Controller, with the approval of the City Council. 

6. Prudent Person Rule 

a. State Law 

GC Section 53600.3 identifies those who invest money on behalf of local 
agencies as trustees and therefore fiduciaries subject to the prudent investor 
standard. A trustee is required to survey general econom11; conditions and the 
antiCipated needs of the agency. and act in accordance w1th o level of care, skill. 
prudence and diligence under the circumstances then prevailing, in order to 
safeguard the princtpal of the investment and maintain the llquidity needs of the 
agency. 

5 



(~~~ b. City Law ;.';~;~)· 
I ~' ""' • 

The City Charter and the FMC do not specifically address the requirement for ''& 
City personnel engaged in the investment process to act in accordance with the 
prudent person rule. However, this Policy does require the Prudent Person 
stw1dard of behavior with respect to the City's Investment Portfolio. (See Section 
LC. I.) 

7. Investment Objectives 

a. State Law 

GC 53600.5 requires that a trustee mvesting public funds must have the 
following objectives with regard to investment activities in the priority stated: 
Safety of principal, (First priority), Liquidity needs of the local agency (Second 
priority), and a Rerum on the funds under his/her control (Third priority). Also, 
with regard to the Return on investments, GC 5360 1.6(b) prohibits u local agency 
from investing funds in any security that could result in a zero interest accrual if 
held until maturity. 

b. City Law 

The City Charter and the FMC do not specitieall y note these requirements, but 
this Policy states that Safety, Liquidity and Yield are among the specific 
objectives of the City's investment program. In addition, this Policy prohibits 
investing in any investment that could result in a zero interest accrual. (See 
Section IT!.) 

8. Securities Dealers 

a. State Law 

GC 53601.5 requires that any investments purchased by a local agency, must be 
obtained from either the issuer, or, i I' in the secondary market, ti·om an institution 
licensed by the State as a broker-dealer, as dctined in Section 25004 of the 
Corpomtion Code, or from a member of a federally regulated securities 
cxch~~nge, 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 n 
brokerage finn designated as a primary government dealer by the Federal 
Reserve Bank. 

b. City Law 

Tbc Charter and the FMC do not dircclly cover the requirements for broker­
dealers, but this Policy conforms to State Law with regard to those who wish to 
maintain a broker-dealer relationship with the City. (Sec Section V.C.) 
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9. flrohibitcd Investments 

a. State Law 

GC 53601.6 (a) prohibits a local agency from investing any public funds tn 

inverse lloaters, range notes, or mortgage-derived. interest-only strips. 

b. City Law 

While the Charter nnd the FMC do not specifically deal with this issue, tllis 
Policy does conform to State Law and prohibits investment in inverse floaters, 
range notes, or mortgage-derived, interest-only strips. (See Section lll.A.l.b.) 

I 0. Trading Securities 

a. State Law 

GC 53603. 53604, and 53605 combined penni! an investment strategy other than 
··buy and hold ... These Code sections allow the purchase of an investment when 
issued or in the market, after it has been issued, and they also permit selling or 
exchanging an investment prior to maturity, in order to raise capital for the 
original pw11ose of the investment, or as otherwise desired. 

b. City Law 

Tite Charter and the FMC do not discuss the circumstances under which 
invesonents will be bought and sold, but this Policy follows State Law in 
pcnnitting the City to trade securities if it is advantageous to the City to do so, 
and will not constitute a deviation from other Sections of this Policy. (See 
Sections liJ.C. and V.E.) 

I I. Safekeeping 

a. State Law 

GC 53608 permits the sa l"ckeeping function for a local agency to be delegated by 
lhc City Council to tho City Treasurer. Securities may be deposited in a number 
of institutions including a Federal or State association (as defined by Section 
5102 of the Financtal Code), a trust company or a State or national bank located 
in Califonlia. with any branch of the Federal Reserve Bwlk. or with any Stme or 
national bank located in a (Federal) reserve city. By implication, what is not 
permitted tS the deposit of securities with a "countorpany·• or the broker-dealer 
from whom the securities were purchased. 

b. City Law 

Neither the Charter nor the FMC prescribe standards regarding the safekeeping 
of securities. However, this flolicy conforms to State Law and requires City 
securities to be held by a third party .:ustodian. (See Section 111.1\ .2.) 
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B. Scope 

I. Applicability 

a. Investment Pool 

This Po]jcy applies to all monies under the control of the Treasurer of the City of 
Fresno, normally used ln the day-to-day operations of the City. bu t which are not 
required for immediate usc. All such monies entrusted to the Treasurer will be 
pooled in a diversified portfolio (the "Investment Pool". or the "Portfolio"). The 
City Treasurer and staff will monitor economic and other conditions, and manage 
the Portfolio on an active basis. 

b. Fund Accounting 

The monies covered by this Policy are accounted for in the City's General 
L-edger, and reponed in the City's Comprebeosive Annual Financial Report (the 
"CAFR"). These financial assetS are accounted for by means of fund accounting, 
in accordance with Generally Accepted Accountlng Pnncipals (''GAAP") for 
Governmental entities. TI1e Fund types used to account for them are: 

• Generul Fund 
• Special Revenue Funds 
• C<rpita l Projects Funds 
• Enterprise Funds 
• Internal Scrvrcc Funds 
• fiduciary-Agency Funds 

2. Exclusions 

a. Deferred Compensation Funds 

The assets and investmentS comprising tl1e Deferred Compensation Fund are 
specifically excluded from coverage by this Policy. Investment of these funds is 
directed by each employee in accordance with the rules of the Dcl'crrcd 
Compensation Plan of the City. 

b. Redevelopment Agency 

In addition, this Policy is not applicable to funds held by U1c City of Fresno 
Redevelopment Agency (the "RDA .. ). Although a component unit of the City of 
Fresno. the R DA administers its funds s-eparately from the City. and does not 
come under the authority of' the City Treasurer. 

c. Retirement Systems 

Also excluded arc.: all investments of the.: City of Fresno Retiremem Systems. 
including the :..s~ets held in the General Employees System, and both Police and 

8 



F. s Th b th c· d 1 ·b · ~ ~ ~ ~ tre ystems. esc assets, o tty an emp oyee contn ullons, are govemc:ld 
by and are under the control of the Retirement Systems Board of Directors. 

d. Bond or loan Proceeds 

Bond or other proceeds resulting from the City· s indcbtedm:ss, held by n trustee 
on behalf of the City's creditors, or in accordance witlJ federal requirements, 
typical ly to be U!ied in conjunction with the construction of various capital 
projects, arc also spccdically excluded from the scope of this Policy. 
Furthermore, monies held by a trustee or fiscal agent and pledged to the payment 
or security of bond~ or other indebtedness, known as "Reserve Funds," or 
obligations under a lease, installmeatt sale, or other agreement of the City, or 
certificates of participation in those bonds, indebtedness, or lease installment 
sale, or other agreements arc also excluded from the scope of this Policy. 
Pursuant to GC Section 5360l(m), such funds may be invested m accordance 
with the statutory provisions governing the issuance of those bonds, 
indebtedness, or leru.c installment sale, or other agreement, or to the extent not 
inconsistent therewith or if there are no specific statutory provisions, in 
accordance with the ordinance, resolution, indenture, or agreement of the City in 
providing for the issuance, rather than througl1 the application of thas Policy. 

C. Standards of Conduct 

I. Prudent lnvestor Rult: 

The standard of prudence to be used by investment officials for the City of Fresno 
shall be the "prudent person·· standard and shall be applied in the context of 
managing an overall portfolio. Per GC 53600.3, the ··prudent person" standard states 
that "When investing. reinvesting, purchasing. acquiring, exchanging, selling or 
managing public funds, n trustee shall act with care. skill, prudence, and diligence 
under the circumstances then prevailing, including, but not limited to, the general 
economic conditions atld the unncapated needs of the agency, that a prudent person 
acting in a like capacity and familiarity with those matters would usc in the conduct 
of funds of a like characwr and with like aims, to safeguard the princapal and 
maintain the liquidity needs of the agency." Investment officers acting in accordance 
with written procedures and exercising due dil igence shall be relieved of personal 
responsibility for an individual security's credit risk or market price changes, 
provided deviations from expectations arc reported in a timely fashion and 
appropriate action is taken to control adverse developments. 

2 Ethical Standards 

Officers and employee<; involved in the investment process shall refrain from 
personal business acuvity that could conflict with the proper execution and 
management of the investment program, or that could impair their ability to make 
impartial decisions. Officers and employees shall refrain from undertaking personal 
investment transactions with the same individual with whom business is conducted 
on behalf of the City. 
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3. Contlicts of Interest, Gifts, Gratuitie.~ • {.;;;.' ~ 

':::J;~~ 
The City fully supports the disclosure process required by the Political Refom1 Ac · -.• ' • ' 
ond each individual involved in the City's invesunent program shall be required to 
complete Form 700. Statement of Economic Interests, annually, in accordance with 
GC 87100-87350. Employees and investment officers shall disclose any material 
financial interests in firms that conduct business within the City's jurisdiction. and 
shall further disclose any personal financial/investment positions that could be 
related to the performance of the City's Portfolio. A single gift or multiple gills from 
a single donor, whoso value exceeds $50 during a calendar year must be reported. 
Also, the limit on gifts or gratuities from a single source during a single year is a 
total of$500. These limits shall be strictly observed. 

II. INVESTMENT OBJECTIVES 

A. Compliance With Legal and Professional Direction 

It is the City's primary objective, in conducting its investment program, to comply with 
all State and City legal directives, to conform to Generally Accepted Accounting 
Principles {"GAAP"), as promulgated by the Governmental Accounting Standards Board 
('"GASB"), especially including GASB Statement<; 3. 31 and 40, and to avail itself of 
guidance furnished by governmental and industry professional organizations, including 
but not limited to the California Debt and Investment Advisory Commission 
("CD lAC"), the Government Finance Officers Association (''GFOA"), the California 
Municipal Treasurer's Association ("CMT A''), the California Society of Municipal 
Finance Officers ("CSMFO''), the Municipal Treasurers Association of the Untied States 
and Canada ("MT AUS&C), and the Association of Finance Professionals (''AFP") and 
the Public Treasury Institute. ("PTr'). It shall be the Policy of the City to eo.sure that 
stan· involved in the investment program have regular training and adequate information 
resources provided by the preceding govemmcntal and ll\dustry protessional 
organir.ations. 

B. Safety of Capital 

The City of Fresno's st--cond most important objective in conducting it~ invesuncnt 
program is to ensure the safety of principal, considering the portfolio as a whole. In a 
well-diversified portfolio, at any particular point in time, security valuations may be 
impacuxl ei ther favorably or unfavorably by changes in interest rates and economic 
conditions. Specific policies to ensure the safety of principal are presented in Section 
II I.A. "Policies to Ensure Legal Compliance and Safety ofPnncipal.'' 

C. Maintenance of Adequate Liquidity 

The City's Investment Porttolio must be structured in a manner which will provide the 
liquidity necessary to pay obligations as they become due. Specific policies by which the 
City ensures the maintenance of adequate liquidity are descnbed in Section Ill. B. 
"Policies to Ensure Adequate Liquidity." 
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D. Rl!tum on Investments 

The City shall seek to optimize retun1 un an vestments wiUlin the constraints of safety ano-....:..:.-.-­
liquidity. The objective of the City shall be to achieve a rate of rerum oo funds thot is 
comparable to that achieved by the State of California Local Agency Investment Fund 
("LA IF''). Specific policies regarding investment rate of rerum are presented in Section 
lll.C. "Policies to Achieve Investment ReiUm Objectives.'' 

E. Local Development Program 

The City of Fresno seeks to promote local economic development through various 
programs and activities. Included is the Treasurer's program of placing funds with local 
financial instiiUtions that demonstrate a commitment to private economic growth, local 
housing investment and other community services While mvesrment in local financial 
mstitutioos may result in a lower net yield for the Portfolio, the benefit to be derived is a 
potential expansion of' the City's tax base. Specific policies regarding local investments 
are presented irr Section 111.0, "Policies to Promote Local Economic Development." 

fiL INVESTMENT POLICIES 

A. Policies to Ensure Legal Compliance and Safety of Pnne1pal 

Ensuring cornpliat1cc with State law and safety of principal arc accomplished by 
minimizing three types of risk: credit risk, interest rate risk and foreign currency risk. 
There are three sub-types of credit risk: financial risk, custodial credit risk. and 
conccmration of credit risk. Financial risk is the risk that the ISSUer of an investment 
instrument will default on it and not pay the debt. Custodial credit risk is the risk of 
losing an ownership mtercst in a security because it was held m tl1e nan1e of Ute selling 
tirm in the transaction, and that firm experienced financial stress, making access to the 
security impossible. Concentration of credit risk refers t<> the risk of owning too many 
investments of one issuer. interest rate risk is the risk of the loss of market value of an 
investment if interest rates should rise aflcr the purchase. Foreign currency risk is the 
nsk of the possible loss of an investment's value when it is converted from a fore1gn 
currency into U.S. dollars. 

I. Managing Financial Credit Risk 

a. Authorized Investments 

The moM effective method for minimizing the risk of default by an tssuer is 10 

mvest m h1gh quality obligations. Also, since these obligations are the only ones 
permitted by State luw, investing in them is also the most effective way to 
maintain legal compliance. Thcretorc, it is the Policy of the City of Fresno to 
purchase only those obligations specified in GC 5360 I, GC 53601.8, and GC 
16429. L. These are as follows: 

( 1.) City of Fresno bonds, including revenue bonds. maturing within five years 
of Lhe date of purchase. There shall be no percentage limitation of the 
Portfolio that can be invested in this category. 
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(2.) 

(3.) 

(4.} 

(5.) 

(6.) 

(7.) 

LJmted States Treasury notes, bonds, bills, or ccrti ficates of indebtedness,\~~ ~ ~ 
those for which the faith and credit oft be United States arc pledged for thll" ;::. · > J 
payment of principal and interest, maturing within five years of the date of~ 
purchase. There shall be no percentage limitation of the Portfolio that can 
be invested in this category. 

Registered California warrants, treasury notes or bonds, including revenue 
bonds maturing witlun five years oftbe date of purchase. There shall be no 
percentage limitation of the l'onfolio that can be invested in tllis category. 

Registered treasury notes or bonds of any of the other 49 United States in 
addition to California, including 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 
United States. in addition to California. There shall be no percentage 
limitation of the Portfolio thut can be invested in tllis category. 

Bonds, notes, warrants or other evidences of indebtedness of any local 
agency within California, including bonds payable solely out of the 
revenues from a revenue-producing property owned. controlled. or opemted 
by the local agency. or by a department, board, agency, or authonty of the 
local agency. There shall be no percentage limitation ofthe Portfolio that 
can be invested in this category. 

Federal Agency or United States Government-Sponsored Enterprise 
obligations, participations. or other instruments mcluding those issued by or 
fully guaranteed as to principal and interest by Federal agencies or United 
State Government-Sponsored Enterprises, maturing within live years of the 
date ofpurehase. These include, among others, issues of the Government 
National Mortgage Association ("GNMA"), tbe Federal Farm Credit Bank 
System (" FFCB"), the Federal Home Loan Bank Board {"fHLB"). the 
Federal Home Loan Mortgage Corporation ("FHLMC"), the Federal 

ational Mortgage Association (~FNMA"), the Student Loan Marketing 
Association ("SLMA''), and the Federal Housing Administration ("FHA''). 
According to the Government Code, there is nu percentage limitation of the 
Portfolio that can be invested in this category. However, the City Policy is 
that no more than 70 percent of the City l'orttolio shall be composed of 
mvcstments in this category. Likewise. although the Government Code has 
no limitation on the percentage of the Portfolio that can be invested in any 
one of the issuers referenced 111 thts paragraph. the Policy of the City of 
Fresno is to linlit U1e percentage of the City's Portfolio that can be invested 
in any one of these issuers to 50 pcrccnL 

Bank~.:r'' Acceptances are bills of eKchange or time drafts drawn on and 
accepted by a commercial bank. Banker's Acceptances may not exceed 180 
days to maturity at the time of purchase. No more than 40 percent of the 
Portfolio may bt: inv~tt:d in thts category, with no more than 30 percent of 
the Portfolio invested in I he obhgations of any one bank. Only Banker's 
Acceptances eligible for purchase by the Fc<krnl Reserve Systl)m meet the 
eligibility requirements for invcsm1ent in the Portfolio. 
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(8.) 

(9.) 

/0 
( .'- ··,;,~j;. ... 

Commercial Paper. ranked "P·l" by Moody'~ Investor ~ervic~ or "A·I "~y ·~r~ r: 
Standard and Poor s and tssued by a domesuc corporation havmg assel~ \. V-·· 
excess ofSSOO,OOO,OOO and having an ··A" or better rating on its Jong-tenn •• ' 
debentures as provided by Moody's or Standard and Poor's. Purchases of 
eligible commercial paper may not exceed 25 percent of the Portfolio, nor 
have a term to maturity at tune of purchase in e11cess of270 days.loe City 
is limited to purchasing no more than 10 percent of the outstanding 
commercial paper of' any one issuer. 

Negotiable Cottilicntcs of Deposit i.~sued by nationally or Stute-chartered 
banks, savings associations, or a federal association (as defined by Section 
5 l 02 oflhc Cali fomin Financial Code), a state or federal credit union, or by 
a state-licensed branch of a foreign bank. not to e11ceed the net equity of the 
financial institution, and not to exceed a total concentration ofJO percent of 
the Portfolio, and maturing within live years of the date of purchase. These 
arc not Time Deposits that would ordinarily be purchased !Tom banks (See 
Section lll.D.4. for information about lhe City's Time Deposit 
investments.) Also, Negotiable COs cannot be purchased from institutions 
for which City investment officials serve as members of the governing 
board. 

(I 0.) Investmcmts in repurchase agreements, reverse repurchase agreements, or 
securities lending agreements of any securities authori<:ed by this Pol.icy. 
The tcnn for repurchase agreements may not e~ceed one ycor, and the 
market value of the underlying securities must maintam u value of I 02 
percent or greatc.:r of the funds borrowed against lhose securities. 
Conditions for reverse repurchase agreements and securities lcndmg 
agreements arc that lhe secunttes to be sold or lent must have been owned 
for a minimum ofJO days prior to the transaction. the total amount of 
secunties must not exceed 20 percent of the Portfolio, the agreement must 
not exceed a term of92 days, unless lhere is a guaranteed spread for the 
entire period. the borrowed funds wiU nor be invested for more than 92 
days, unless, again, there is a guaranteed spread for the entire period, and, 
finally, these agreements may only be made wilh the prior approval of the 
City Council. 

(11 .) Medium-term notes ure all corporate and depository insutution debt 
securities with a maximum of five years or less remaining to the date of 
maturity at the time of purchase, issued by corporations organiled and 
operating within the United States or by depository mstitutions licensed by 
the United States or any state and operating wilhin the United States. Notes 
eligible for investment sh3ll be rated m a ratmg category of"A" or bener by 
a nationally recognized rating service. >lo more than 30 percent of the 
Porttolio may be invested m medium·teiiD notes. Likewise, the State limits 
investments in the medium term notes of a single 1ssuer to no more than 30 
percent of the Ponfolio. However, this Policy further limits investment in 
lhe medium tenn notes of any one issuer to no more than 20 percent of the 
Portfolio. ·The limit on the amount of a single issuer's debt which may be 
purchased remains the same as that ofth~ Stale!, I 00 percent. 
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( 12.) Slw= orboo<fici•l ''""" '"""" by'''""""' m'"•s=oo< oompM~ ' • ~ 
otherwise known as Mutual Funds, who invest in the securities and '~ 
obligations authorized by this Policy. To be eligible for investment, these 
companies shall either: (I) attain the highest ranking or the highest letter 
and numerical rating prov1dcd by two of the largest nationally recognized 
rdling services, or (2) have an investment adviser registered with the 
Securities and Exchange Commission with at least five years experience 
investing in the securities authorized by this Policy, and with assets under 
management m excess of $500,000,000. Investment in any one Mutual 
Fund shall not exceed 10 percent of the Portfolio, while the total of all 
Mutual Fund investments shall not exceed 20 percent of the Portfolio. Also, 
the purchase price of shares shall not include any commission that the 
companies may charge. 

( 13.) Shares of beneficial interest issued by diversified management companies 
that are Money Market Funds registered with the Securities and Exchange 
Commission under the Investment Company Act of 1940. To be eligible for 
investment, these companies shall either (I) attain the highest ranking or 
the highest letter and numerical rating provided by not less than two 
nationally recognized statistical rating organi7..ahons, or (2) retain an 
investment adviser registered or exempt from registration with the 
securities and Exchange Commission with not less than five yeurs' 
experience managing Money Market Mutual Funds with assets under 
management in excess of :SSOO,OOO,OOO. Investment in Money Market 
Funds shall not exceed 20 percent of the Portfolio, and shall not include in 
the purchase price of shares any commission that the companies may 
charge. 

(14.) Any mortgage pass-through security, collatcraJized mortgage obligation, 
mortgage-backed or other pay-through bond, equipment lease-backed 
certalicate. consumer receivable passthrough cenificate, or consumer 
rece1vable-backed bond of a minimum of five years' maturity at the nme of 
purchase. Securities eligible for investment under this subdivision shall be 
issued hy nn issuer having an "A" or higher r.tting for the issuer's debt as 
provided by u nationally recognized rating service and rated in a rating 
category of·'AA" or its equivalent or better hy a nationally recognized 
rating service. Purchase ot' securit1es authorized by this Policy may not 
exceed 20 percent of the Portfolio. 

( 15.) Shares of beneficial interest issued by a jomt powers authority organized 
pursuant to Section 6509.7 that invests in the securities and obligations 
authorized 111 paragraphs ( I .) to (14.), inclusive. Each share shnll represent 
an equal proportional interest in the underlying pool of securities owned by 
the joint powers authority. To be eligible under this section, the joint 
powcn; authority issuing the shares shall have retained an investment 
advisor that meets all ofLhe following criteria: (i) the adviser is registered 
or exempt from registration with the Securities nnd Exchange Commission 
(ii) the adviser has not1css than five years of experience investing in the 
securities and obligations authorized in paragraphs (1.) to (14.), inclusive, 
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and (iii) the adviser has assets under management in cxcc.~s of tive hundred ~ 
million dollars ($500,000,000). Ln accordance w1th State Law, there arc no 
limits on the percentage of the Portfolio that may be mvcstcd in these 
shares. 

(16.) Deposits made with a "selected" depository mstitution. in accordance with 
GC Section 53601.8, that uses a private entity that assists in the placement 
of certificates of deposit. Such deposits shall at all times be insured by the 
Federal Deposit Insurance Corporation or the National Credit Union 
Administration. The selected deposi tory institution shall serve a~ custodian 
tor each cc11ilicntc of deposit that is issued with placement service for the 
local agency's account. 

(17.) Deposits in LA IF, up to the maximum permitted by the State Treasurer, 
currently $50,000.000 per account. for the purpose of investment. The City 
consider.; LA IF to be an external investment pool subject to the reporting 
requirements of OASB Statement 31, which requires that LArF deposits be 
reponed at fwr market value. 

b. Prohibited Investments 

(1.) The City shall not invest any funds in investment insLruments not listed in 
Section liLA. I.a. 

(2.) llte City shall not invest any funds in those investment instruments 
identified as ''inverse floaters", '·range notes", or "mongage-derived, 
interest-only strips.'' 

(3.) The City shall not invest any funds in any secunty that could result in zero 
interest accrual if held to maturity. 

2. Managing Custodial Credit Risk 

To protect against fraud, embezzlement, or potential losses resulting from the 
financial collapse of sccuntics dealers, all securities owned by the City shall be held 
in U1e name of the Ci ty for safekeeping by a third party bank trust dcpnrtmcnt, acting 
as agent for the Ci ty under the tcmts of a custody agreement or professional services 
ugrecment. executed hy the bwtk and the City. All securities will be purchased and 
delivered usmg standard delivery-versus-payment (OYP) procedures through the 
City's saiekeeping agent. No outside broker/dealer or advisor muy have access to 
City funds, accounts or investments, and no direct transfers of funds to an outside 
broker/dealer arc pemuttcd. Only indirect transfers may be made, through the City's 
safekeeping agent. 

Upon purchase. sale, or maturity of investment securities, standing settlement 
instructions are provided to the servicing banks and broker/dealers involved in the 
transactions. Adherence to these standing settlement instruclton~ ensures accurate 
and timely settlement of investment security transactwns. Sta11ding settlement 
instructions are restricted in nAture, ensuring investment settlements arc with 
established institutions. 
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Deposits with financial institutions, and with LAlF. in ac<.:ordance with GC 5360\.8:, 
GC 53635.2 and GC 16429.1. shall be evidenced by a certificate or official statem~nt 
of the City's account, issued by the financial institution or by LAlF. and retained in 
possession of the City. 

3. Managing Concentration of Credit Risk 

The City believes that the most important means for ensuring safety of principal 
oonsists of purchasing investments of high credit quality, namely, those listed in 
Section [( I.A. I.a. At the same time, the City believes in the importance of a well ­
diversified Portfolio. lt is the policy of the City to diversify its Investment Portfolio 
so that reliance on any one issuer or broker-dealer will not place an undue financial 
burden 011 the City. Accordingly, the permitted concentrations of investments, as a 
percentage of the Portfol io and per individual issuer, nre as indicated in Section 
II I.A. I.a. For convenience, they are summarized below. They are also presented in a 
table in Appendix D, which compares them with the limits imposed by the State: 

a. City ofFresno debt instruments: 0-100 percent 
b. U.S. Treasury Obligations: 0-IOOperccnt 
c. California debt obligations: 0-100 percent 
d. Registered treasury notes or bonds of other 49 states: 0-100 percent 
e. California local agency obligations: 0-100 percent 
f. U.S. Sponsored Agencies: 0-70 percent, 0-50 percent per issuer 
g .. Bankers' Acceptances: 0-40 percent, 0-30 percent per issuer 
h. Commercial Paper: 0-25 percent, 0- 10 percent of issuer's paper 
t. Negotiable COs: 0-30 percent 
j .. Time Deposits: 0-100 percent 
k .. GC 53601.8 CDs: 0-30 percent 
1. Repurchase Agreements: 0-100 percent 
m .. Reverse Repurchase Agreements: 0-20 percent 
n .. Securi ties Lending Agreements: 0-20 percent 
o. Medium-t-erm Corporate Notes: 0-30 percent, 0-20 percent per issuer 
p.. Mutual Funds: 0-20 percent, 0-10 percent per issuer 
q. Money Market Funds; 0-20 percent 
r. Mortgage,IAsset Backed Securites:0-20 percent 
s. GC 6509.7 joint powers authority shares: 0-100 percent 
t.. LAJF: 0-1 00 percent 

4. Managing Interest Rate Risk 

Interest rate risk is also referred to as "market risk.'.lt is the risk that, when selling 
an investment in the Portfol io, the price and the proc.eeds received will be less than 
the purchase price and amount invested. This results in the erosion of principal, or 
the realization of a capital loss. TI1e longer the maturity date of bonds, the greater 
the price vo latility, and the greater is the risk of principal erosion or selling the bond 
at a loss. Therefore. it is the City's J>olicy to concentrate its investment portfolio in 
shorter-tem1 securities in order to limit principal risk caused by changes in interest 
rates. ln no event will the City exceed the guidelines established by State law and 
invest in any security whose maturity dale at tl1c tin1e of purchase is in excess of five 
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years. ln addi tion, the Ci ty manages int!lrest rate risk by measur111g the weighted 
average maturi ty of the Portfolio as a rm:thod of gauging the degree of interest ra'e 
risk to which t.hc Portfolio is cx.posed. Th~: weighted average maturity is a 
mothcmatJcal calculation wherein the average of I he number of days or years to the 
maturity dates of all the investments in the Portfolio is weighted by the amounts of 
each investment. ·n!C greater the amount of the investment, the grentcr the role it 
plays in determining the average numb~:r of days to maturity. For the City of Fresno. 
the weighted average maturity of its Portfolio shall not e~tceed three years. By 
mamtaining the weighted average maturity of the Portfolio below three years, the 
Ci ty successfully minimizes ptltentiallosses from interest rate increases. 

5. Managing Foreign Currency Risk 

The City only invests in U.S. dollar d!!nominated obligations. This successfully 
eliminates all risk of principal erosion due to fluctuations in the values of foreign 
~urrcncies. 

B. Policies to Ensure Adequate Liquidity 

I. Repurchase Agreement Maturities 

Because no secondary market exists for repurchase agreements. the ma;umum 
matunty for n.:purchase agreements in the Portfolio is one year. 

2. Security Marketability 

Liquidity is very closely correlated with lhc marketabi lity of investments in the 
Portfolio. Liquidity can be defined as the abil ity to sell an investment at or ncar the 
original purchase price paid for it, whenever desired. This can only occur if there 1s 
an active market for the type of security to be sold. Such a market only exists for 
lugh quality types of investments. Thus, in addition to the objectives of legality and 
safety, the City also ensures adequate liquidity by investing only m obligations 
permitted by GC 53601. GC 53601.8, and GC 16429.1 as described above in Section 
II I.A. I.a. Authorized lnvcstmenrs. 

3. Scheduling Maturities Or Maintaining A Barbell 

The Policy of the City is to maintain a schedule of maturities such that cash flow 
through maturities occurs sn a manner adequate to fund City opernttons. As an 
altcmative stra tegy. the City may maintain a barbell structun: such that maturities are 
equally weighted toward a very short-tem1 horizon (to provide liqUidity) and a 
longer-term boriLon (to prov1de higher yields). 1l1c Treasurer will determine which 
str.uegy will be most cftcct1ve given current market conditions. 

4. Investments in LAIF 

While the City maintam~ a lugh quality Portfolio, which will normally ensure the 
maintenance of adequate liquidity, either through a scheduled or barbell appronch, 
the Ci ty must also be prepared tor market aberrations which might serve to dampen 
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liquidity. if only temporarily. Therefore, it is the Policy of the City to mamtain an ~;\ .;'sJ:•! ~ 
amount invested with LAIF that will provide adequate liquidity, as detenuined by ~ ~ / 
Treasurer, in the event that maturities in the Portfolio nrc not sufficient to fund '•·;,~ 
operations, and securities cannot be sold to generate additional cash. 

C. Policies To Aclueve Investment Return Objectives 

l11e policies set forth m this Section enable the City to acluevc the yield objectives 
established for the Portfolio. 

l. Yield Objective 

The City's Portfoho IS structured to auain a market-average rate of return through the 
ups and downs of various economic cycles. The perfonnance measure used for the 
Portfolio is the YJCid achieved by the LAlF. This portfolio, managed by the 
California State Treasurer's Office, establishes a standard for public funds in 
California. A reasonable benchmark tbr the City of fresno is 50 basis points (.5 
percent) above the yield achieved by LA IF. Accordingly, it is the stated objective of 
the City of Fresno· s Portfolio to achieve a return on an vestment at least 50 basis 
points in excess of the return earned by the California Local Agency Investment 
Fund. 

2. Portfolio Management Style 

Management styles for fixed income portfolios range from a passive '·buy and hold'' 
approach to w1 extremely active "day trader" approach. It is the Policy of the City to 
manage the Ponfoho tn a serni-actwe style. in order to enhance the overall yield on 
the Portfolio. In employing a semi-active style, investments will not be purchased 
with the sole objective of holding them until maturity. Investments can and will be 
sold prior to maturity i [advantageous to the City. At the same time, however, 
buying solely in order to arbitrage and resell the investment constitutes speculation 
and this practice is expressly prohibited. 

3. J>orttblio Maturity Management 

As stated in Sections I II.A.4. and !II.B.3., when structuring the maturity composition 
of the Portfolio it i~ the Policy of the City to minimize interest rate risk and ensure 
adequate liquidity. Likewise, it is City Policy to evaluate current w1d expected 
interest rate yields and to invest accordingly. recogninng that the longer the time 
remaining to maturity for a security, the greater the price fluctuation which could 
occur, given changes in economic conditions and interest rate levels. 

4. Bond Swaps 

The City takes advantage of security swap opportunities to improve Portfolio yield. 
A swap that improves Ponlolio yield may be selected even if the transaction results 
mllially in a loss. (See Section V.E.) 

5. Competitive Bidding, Negotiation 
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.....-:ii""· ?\l It ts recognized that competitive biddmg and nego.tiation for lower prices are two •4 ''j," 
techruqucs that can enhance overall Portfolio yields. It is the Polley of the City ta . · 
utilize one or both techniques, depending on ll1e crrcumstances surrounding the • 
transaction, when obtaining offers lor the purchase of securities. or bids for the sale __..;;/ 
of s~:curines. 

6. Securit ies Lending 

a. Overview 

A securities loan is a transaction in which llle owner of a security (llle City) 
agrees to lend a security to a botTower (broker/bank) under rcrrns negotiated at 
the time of the loan. During the period that a security IS out on loan, the lender 
continues to have all the benefits of ownership. All interest or dividend income 
belongs to the lender. During the term of the loan, the borrower (broker/bank) 
pays a fee or interest to the lender (the City). During the term oflhe loan, lhe 
borrower must post collateral in the form of either cash or direct U.S. 
government and agency securities. The required collateral will always be in 
excess of the borrowed amount and be monitored by both parties. The term of the 
loan can be as short as overnight but usually averages 5 to I 0 days. 

b. Policy 

It is the City's Policy to enter into n sccunties lending program to enhance 
investment return. Securitit:s lending will only be transacted with a written 
agreement approved by the City Attorney. The written agreement will detail: 

(I.) Acceptable types of collatcrnl 
(2.) Standards of collateral custody and control 
(3.) Collateral valuation and initial margin 
(4.) Accrued interest, mark-to-market, and margin calls 
(S.) Method for transmitting security income 
(6.) Acceptable methods tor delivery of securities nrtd collateral 
(7.) Condiuons that will term mate the loan 

D. Policies To Encourage Local Development 

l. Program Description 

In accordance With current Cmmcil policies on the lacilitutlon of local economic 
developmcm, and the legal direction cited in Sectioni.A.5. of this Policy, local 
fwWJcialmsututions will be utili-ted to provide investment products for a portion of 
llte City'~ Portfolio. Such products will not necessarily result in ma.~tmum earnings 
tor the Portfolio. However, the loss of short-term investment yields may be offset by 
the potcnual expansion of the taX base. Local financial institutions eligible for 
pnnicipation mlhis program are defined as: any financialtnsutution whose deposits 
nre insured by the Federal DepositlnsuranceCorporatJon (tor commercial and 
savings banks). the Savings Association Insurance Fund (for savings and loan 
;u;sociations), and the Nat ional Credit Union Share Insurance Fund (tor credi t 
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union~) and organized and chartered under the laws of the Unucd States or the S\atc 
of California (collectively, the "Institution"). which also satisfies each of the _y 
following: (i) the Institution was founded and is headquartered in Fresno, Madera, 
Merced, Kings or Tulare County; (ii) the Institution shall be able to collateralize City 
funds in accordance with California Government Code Section 53652; and/or the 
Institution shall be able to usc a private sector entity that assists in the placement of 
certitlcates of deposit in accordance with California Government Code Section 
53601 .8 (iii) if the Institution is a commercial bank. it shall have and maintain a 
Community Reinvestment Act ( .. CRA'') assessment area that includes all or 
substantially all of the low and moderate income census tracts in Fresno County and 
its most recent publicly available CRA rating m California is Satisfactory or 
Outstanding; and (iv) if the Institution is a credit union, a savings and loan 
associution. or a savings bank, it shall have met the minimum operating standards 
required by its appropriate Federal or State regulatory body . Local broker-dealers 
may be used if they can supply I he requisite investment instruments needed for the 
Investment Portfolio. 

2. Program Objectives 

The objectives of the Program are to partner with local financial institutions with 
invested funds to be used for t.be economic development, housing investment Wld 
other community services for Fresno, and to acl1ieve n local preference for Fresno 
broker-deniers who can provide tho necessary financial products to the City. 

3. Apportionment 

111c Program will earmark approxim:ttely ten million dollars ($10,000,000) or 
roughly four percent (4%) of the Portfolio for placement with local financial 
institutions. 

4. Program Conditions For Local Financial Institutions 

a. Financial Institution Questionnaire 

All local financial institutions interested in the Progrrun must complete a 
Depository Questionnaire (See Appendix AJ and provide current and prior year 
audited financial statements, as well as the most recent quarterly statement of 
financial conditions. In tbe case of a bank, the bank· s latest CRA Report shall be 
submtttcd. For all other local financial institutions, their latest publicly available 
regulatory report shall be submitted. (See also Section V.C.I .) 

b. Collateral Requirement~ 

A local financial institution participating in the Program must be willing and 
abh: to collateralize Ctty deposits in accordance with Cnliforrua Government 
Code Section 53652. Alternatively_ the local finru1cial institution must be able to 
usc a private sector entity that assistS in the placement of certificates of deposit, 
in accordance with Govcmmcnt Code Section 53601.8. 
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c. Economic Development 

Time deposits, ns evidenced by a certificate, or a suucmcnt of the City's doposi"t;..: ;/ 
may be placed with those local financial institutions who qualify by certit)ring in 
the Depository Questionnaire that they have made loan(s) amounting to at least 
$250,000 in any of the City of Fresno's low-income census tracts. If apphcable, 
qualified mslltutions offering the highest interest rates will be given preference. 

d. Other Condiuons 

( 1.) An CX(.'Cutcd Contract For Dcpostt of Moneys per GC 53649 
(2.) Collatcralization required in accordance with GC 53652 or FDIC ansurance 

in accordance with GC 53601.8 (c.). 
l).) Waiver of collateral permissible per GC 53653 
(4.) A certificate or statement evidencing the deposit and itS terms is requtred 
(5.) No pending bank material adverse financial evcms 
{6.) No conflicts of interest with City officials 
(7.) Satisfactory Community Reinvestment Act rntmg 

5. Program Conditions For Broker-Dealers 

a. Selection of Partieipant(s) 

Local broker-dealers will be surveyed and selected in accordance with Section 
V.C.2.of this Policy. 

b. Maintenance of··Good Standing" 

The successful broker-dealer(s) und their firm must remain in good standing with 
the Securities and Exchange Commission (the ""SEC"), the National Association 
of Securities Dealers (the "NASD"), and the State of California, in accordance 
with Section 25004 of the Corporations Code. 

c. Selection of Investment Instruments 

lnvc:stmcnt instruments will be selected inacconlance with Section II I.A. I.a. of 
this Policy. 

fV. rNVESTMENT FUNCTION ORGANIZATIONAL STRUCTURE 

A . 0CI>ar1ment of Finam;c 

The Director of the Department of Finance for the City of Fresno serves as the City's 
Controller and Treasurer. He/she is responsible for providmg the necessary orgaruzation 
and resources to mruntamthe City"s financial standing. Divisions reporting to the 
O~rcctor are: 
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I. Accounting Division 

a. Accounting Section 

This Section is responsible lor cenrral financial management tunctions, such as 
processing accounts payabk, lixed asset management, enterprise and general 
accounting, grants management, tmd preparation of the City's Comprehensive 
Annual Financial Report ('·CAFR'') and State Controller's Report. 

b. Payroll Section 

This Section is responsible tbr processing the City's b1-wcekly payroll, and 
ensuring adherence to and proper application of all bargaining unit agreements. 

c. Treasury Section 

This Section is responsible for management of the City's Investment Portfolio, 
dmly cash management. debt administration. and bank reconciliations. 

d. Collections Section 

This Section is responsible for collection of all City of Fresno delinquent claims 
against others. 

e. Busmess Tax & Pem1its Section 

Th1s Section is responsible for collecting taxes on busmess enterprises in the City 
of Fresno, and issuing hccnscs and permits for certain regulated activities and 
events 

2. Pun:hasmg Division 

B. Treasury Section Responsibilities and Staffing - Investment Progran1 Per GC 41006 

I. Treasurer 

The Din:etor of Finance/City Controller also serves as the City's Treasurer. fhe 
Treasurer establishes overall policy, direction, and strategy for the City's investment 
progr301. lletshe also sets overall policy, direction and strategy with regard to cash 
receipts processing and coordinAtion of bank relations. The Treasurer may appmve 
investments made by the Treasury Officer. The Treasurer establishes internal 
controls to the maximum extent permitted by budgetary constraints for tbe 
safeguQrdmg and protection of all City assets. A primary method of effecting good 
internal wntrols is a segregation of duties as detailed in lhi~ Section LV of the Policy. 

2. Ass1stant Controller {a deputy per GC 41 006) 

The ASSIStant Controller may approve investments made by the Treasury Officer. 
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3. Treasury Officer (a deputy per GC 41 006) 

The Treasury Of!ictlr is rc..~ponsiblc lor executing the policies and strategies 
developed by the Treasurer, and moni tors tht: daily operations of the Treasury 
Section. The Treasury Officer mom tors daily market activity, confers with broker­
dealers and banks, and selects investments for the City's Investment l'onfolio. The 
Treasury Ollicer makes recommendations for poltcy changes, strategies and 
procedures for accomplishing Treasury goals and objectives. 

4. Senior Accountant-Auditor (a deputy per GC 41006) 

A Senior Accountant-Auditor in the Treasury Section is responsible, under the 
supervision of the Treasury Officer, lbr daily cash management. He/she is also 
responsible for accounting for investment transactions and preparing the monthly 
investment reports. 

C. Compensation Agreement 

The Treasurer will charge all City Departments with funds in the Portfolio for 
administrative and overhead costs to manage the Portfolio. The Treasurer shall annually 
prepare a proposed budget, provtding a detailed itemizallon of all estimated costs that 
comprise the administrative fee charged. Costs include. but are not limited to, Portfolio 
manag~:ment, bank and custodial fees, software maintenance fees, and other indirect 
costs incurred in connection with handling or managing funds. The administrative fcc 
may be subject to change and may be increased or decreased throughout the year in 
order to cover the costs of managing the Portfolio. 

V. INVESTMENT OPERA TlNG PROCEDURES 

A. lnvcstment Program Devt!lopment 

I . Overview 

The investments of the City of Fresno are administered acrording to an investment 
program. The program is formulated by the Treasurer with the overall review and 
approval of the City Manager. The Treasurer shall evaluate the program at least 
monthly and recommend any changes that he/she feels to be warranted. 

2. Program Organization 

The Treasury Officer shall review the investment progntm daily to analyLe 
performance and monitor any variances with Policy. Results will be reponed 
monthly to the Treasurer, and, in tum, the City Manager, Mayor and the City 
Counctl. 

3. Program Operations 

The mvestment progr.1lll is developt:d by the Treasurer, Assistant C.ontroller, 
Treasury Officer, and AecOLmtant-Auditor through the following procedures: 
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a. Observe and summarize economic and market analysis 

b. Forecast available cash for mvestmem 

c. Fom1Ulate strategies concerning 

( I.) Asset mix 

(2.) Investment instrument~ 

(3.) Maturities 

( 4.) Target yields 

d. Monitor performru1ce agrunst the current investment program 

e. Evaluate any reasons for variance 

B. Market and Economic Analysis 

1. Overview 

The Treasury Officer will he responsible for routinely pcrlbrming market and 
economic analysis to support investment strategy development and program 
planning. This analysis will be performed using information obtained from 
investment advisors and brokers. as well as original data. The objective of the market 
and economic analysis will be to forecast probable market conditions for the period 
for whaeh investments arc planned. 

2. Data Analysi$ 

Economic and market aJJalysis is performed routinely by assembling and analy-o~:ing 
currcot and trend data. Market analysis utilizes. for example. the following types of 
data: 

a. Basis point changes 

b. Tro~cking of individual securities 

c. Shape of the yield curve 

d. Yield curve movements 

C. Selection Criteria For Local Financial Institutions and Broker-Dealers 

1. Selection Criteria for Local Fmancial Institutions 

il. Mimmum Criteria for Selection 
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The Treasurer may approve a local tinancial insutution if all the following 
critena are met: 

(I.) The linancial institution must provide insurance to its depositors through 
the Federal Deposit Insurance Corporation. (FDIC), the Savings 
Assoetauon Insurance Fund (SA IF), or the National Credit Union Share 
lnsurancc Fund ((i'ICUSlF). 

(2.) Only local financial instituhons organizt:d and chartered under the laws of 
the Stale oi"Califilmia or the lnws of the United States shall be appointed as 
depositories or City funds. 

(3.) The inslllution must be willing and able to collateralize City funds m 
accordance with Califomta Government Code Section 53652. 

(4.) Altemotivoly, an institution must be able to use a private sector entity that 
assist~ in the placement of certificates of deposit that will be irtsun.:d in 
accordance with GC 53601 .8 (c). 

(5.) The institution must complete a City of Fresno Deposit Qucstionnaue. (See 
Appendix A) 

2. Selection Criteria For Broker-Dealers 

The Treasurer shall maintain an approved list of securittcs broker-dealers with whom 
the City may conduct security transactions. Only those broker-dealers on the 
approved list are entitled to submit quotations and transact business with the City. 
Any broker-dealer failing to maintain the minimum critena outline-d below will be 
deleted from the approved list. 

a. Regulated Broker-Dealers 

Only approved broker-dealers will be used for investment transactions. Broker­
dealers must be regulated by the SEC, be members m good standing of the 
J'.;ASD, and be licensed by the State of California. 

b. Broker-Dealer Certification 

Each brokcr·d~aler must complete the Broker-Dealer Certification (Appendix B) 
before conducung investment busmcss wtth the City. 

c. Broker-Dealer Dive~ification 

There is no minimum or maximum numbcr of broker-dealers that may be used by 
the City. The Treasurer may limit the number of broker-dealers with whom the 
City may do husmess. 
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d Removal From Approved Ltst 

l'/iJ 
If, in the judgment of the Treasurer, a broker-dealer is considered to be placin/}:. _ .:....Y 
the Ci ty's uwestments at risk, removal from the approvt:d list can be done 
immediately. 

D. lnstnunent Selection 

I. Liquidity Needs 

Investments are ordinarily selected according to anticipated cash needs. The City's 
nollDal Op;lrating cycle results in a larger need for liquidity during the months of 
November. December, and June. Investments shall be made with these requirements 
in mind. 

2. Portfolio Structure and Policy Guidelines 

The Treasury Officer will consider the composition of the current Portlolio nnd 
o.leterrnine whether the securities being considered will maintain the Portfolio within 
Policy guidelines. 

3. Current and Expected Yield Curve Analysis 

The Treasury Ofticer will monitor the current and expected yield curves. When 
interest rates arc expected to decline, consideration will be given to extending 
weighted avcmge maturity of the Portfolio within Policy constmints. When interest 
rates are expected to increase, consideration will be given to shortening the wetghted 
avemge matunty of the Portfolio. 

4. Yield Spread Analysis 

The Treasury Officer will monitor yield spreads among various Government Agency 
tssues and U.S. Notes and Bonds. 

E. Bond Swaps 

1. Overview 

One element of active investment management includes swapping a bond held 111 the 
City· s Portfolio for a comparable bond in the market place. The purpose of such a 
transaction is to enhance the overall )'leld on the Portfolio. 
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2. Criteria For Swaps 

A ~ecuri ty swap may be considered if: 

a. The overall yield of the Portfolio at\er the swap does not decrease 

b. The mnturily date of the new security is not more than two years longer than the 
mmurity of the old security. 

3. Critena For Analyz:mg Swap Candidates 

Docum~:ntation of the incrememal gain fTom doing a swap, as shown through an 
analysis s imilar to that provided by Bloomberg's "Swap-Switch Book Analysis" wil l 
be maintained with the Ciry's permanent accounting documents. 

4. ldcnti fication of Swap Candtdatcs 

Swaps may also be suggested by broker-dealers who arc on the City's approved list. 
Consistent with other parts of this Po licy, all purchases and sales cnn be 
competitively bid. If a particular swap ts recommended by a broker-dealer, and that 
broker-dealer has the best bid as detcnnined by the Treasury Officer, the broker· 
dealer who made the recommendation will be swarded the swap. 

5. Categories of Swaps 

The basic types of swaps are as follows: 

a. Swaps to lncrease Yield 

Aberrations in the market are ofien caused by supply and demand conditions tor 
particular securities. u· a short supply cxtsts io a particular maturity range. for 
example. it may often be advantageous to swap out the security in short supply 
for another similar security in a different maturity range. 

b. Swaps to lncrease Portfolio Qunlity 

Occasionally the demand for a particular security can create a situation where the 
security yields the same or less than an equivalent securiry with n higher rating. 
An improvement in Portfolio qualiry can thus be obtc1ined by swapping the 
fonncr security for the latter issue. 

F. Certitication 

A copy of this Policy wt ll be provided to the senior management of any tinancial 
institution , dealer, or broker-dealer wishing to transact investment business with tl1e 
City in order that it be apprised of the investment goals of the Ciry. Before business is 
transacted wtth the finn , a certification mu..~t be signed by a senior member of the firm 
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Vl. PERFORMANCE EVALUATION AND REPORTING 

Investment performance ts conuoually monitored and evaluated by the Trcnsurer and 
Treasury staff. Investment performance statistics and acuvity reports arc generated by the 
City's automated investment accounting system. The Treasury Section will produce 
summary reports on a monthly basis for review by the Mayor, City Manager. City Council 
and lmemal Auditor. 

A. Standard Monthly Performance Reports 

·nte following reports will be produced monthly and be included in the T reasurer's 
monthly report of investment activity. 

I. Month-end Portfolio Report 

fbe month-end Portfolto holdings will be listed by type of investment, showing the 
par value, book value, and fair market values, and unrealized gains and losses for 
each security in the Ponfolto. 11te purchase and maturity dates of each security will 
also be shown. A summary of total amounts invested by category will also be shown, 
wtlh total par value, book value, and fair market values presented. Further, the rate of 
rerum oo tlte portfolio will be presented, both month to date and for the previous 
rolling twelve months. Fina ll y, the total earned interest on the Portfolio is shown, 
both month to date and year lO date. 

2. Montll-end Status Report (Graph) 

A graphical analysis report will also be prepared. showing tlle asset allocation, the 
asset allocation compared to Policy limits, the maturity schedule, and a yield 
comparison among the Portfolio, LALF and the one year Treasury rate. 

3. Custom Repot1S Are Available On Request 

B. Changes To The Policy 

The City Council is encouragtd by GC 53646 and reqwrcd by FMC 7-104 to consider 
nnd approve nn lovtstmcnt Policy at least annually. Following adoption of the Policy, 
the Counci l must approve material changes or revis ions to the Policy as well. 
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APPENDLXA 

CITY Of FRESNO 
FINANCE DJVISIONffREASURY SECTION 

2600 FRES 0 STREET, ROOM 2156 
FRESNO, CALIFORJ lA 93721 

DEPOSITORY QlJESTIO~NAIRE AND CERTIFICATION 

(Plea se type In response.) 

1. Nome o f Depository 

2. Address: ___________ Corporate: ------------

3. Primary Representative: Al ternate: 

Nome: _____________ Nome: ___________ _ 

Tille:. _____________ Tille: - - ----------

Phone: ~~8~00~1 _ _______ _ Phone: ~~8~00~1 ________ _ 

4. Check the investmenl inslrumenls offered by your institution. 

Instrument Types 

U.S. T reosuries 

Government Sponsored Corporations 

Bonkers Acceptances 

Commercial Paper 

Certificates of Oeposil 

Repurchase Agreemenls 

Reverse Repurchase Agreements 

Medium-term Corporole Notes/Bonds 

Mutual fund Shares 

Asset-Socked Securi1ies 
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5. Explain your collateral practices and policies for public fund deposits. Does th 
depository consistently hove collateral available in amounts exceeding $1 million? 
what form ore public deposits collateralized? 

6. Does the depositor have I he option lo select the type of collateral? If so, does 
the interest role vary according to the collateral? Explain. 

7. Does tile bank u ti lize a private sector company that assists in the placement of 
certificates of deposit, with Insuring Institutions such as Promontory lnterfinancial 
Corporation LLC. through its Certificate of Deposit Account Registry Service 
("CDARS")? 

8. Explain your methodology for establishing interest rates on public fund deposits. 
Are roles driven off a standardized market index? Are roles set in correlation with 
specific loan demands upon the depository? 
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-9. As of your lost fiscal year end, did the depository exceed the minimum standards "'1 

established by lhrift regulators for tangible copilot core capital, and risk-based, 1 ... - ~~~ capllal? If not. explain. Include annual reports for the lost three years. ., "j.;:t· .: 
""·' :;1. ~ '•r ~~ • 

10. Has your depository ever been subject to on investigation or receivership 
proceedings by a regulatory agency? If so. explain. 

11. Does your depository prepare periodic announcements or press releases relating 
to the performance of lhe deposi tory? If so, please include the most recent 
release. 

12. Are there any fees or charges for doing business with your institution? Discuss your 
policy on early withdrawals of time deposits. Include the contract your 
depository uses for public fund deposits. 
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13 Has your depository ever been subject to on investigation or found to be in 
violation of the Community Reinvestment Act of 1977. or any other pertinent 
regulatory agency lows or regulations? Explain your policies (if applicable) for 
compliance with I his Act. 

14 Within the preceding year, has your depository mode a loon or loons amounting 
to a t least $250,000 in o low-income census tract within the City of Fresno? 

15. Please describe any of the depository's business development or job creation 
programs. 

16. Is your depository founded and headquartered in any one of the five counties of 
Fresno. Madera, Tulare, Kings, or Merced? 
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.\ 
Certification . , ) 

( .• \.-.: . ,: 
~~·:y (To be signed by o person authorized by corpora te resolution or by similar 

proceedings to make representations on behalf of the responding institution.) 

I hereby certify that I hove personally read the Investment Policy and Objectives of 
the City of Fresno for Fiscal Year , ending June 30, and hove 
directed staff assigned to the City's account to do the some. The standards of this 
Policy will apply to all investments subsequent to its effective dole as determined by 
the Fresno City Council. Furthermore, I agree to personally read any changes or 
amendments to this Investment Policy which may be submitted by the City. This 
institution has in place procedures and a system o f controls lo preclude imprudent 
investment activities arising out of transactions conducted between our institution 
and the City of Fresno. All assigned personnel to the City's account will be routinely 
informed of the City's 1nvestment objeclives, horizon. strategies and risk constraints 
whenever I om so advised by City personnel. Either L or on assigned representative, 
will notify City staff immediately by telephone and in writing in the event of a material 
adverse c hange in our financial condition. I pledge to exercise due diligence in 
informing City staff o f all foreseeable risks associated with financial transac tions 
conducted with this institution. I attest to the accuracy of the responses within this 
questionnaire. 

Signed:-- ----- --- Name: 

Tille: --- --- - -----
Date: ________ ___ ___ _ 

Atfest: ___________ Name:--- -----------

Title: _ ___ _ _ ____ _ _ Date: _____ _ _ _ ______ _ 
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APPENDIX 8 

City or Fresno Flnanre Department 
2600 Fresno Street, Room 2156 

Frrsno. CaUromia 93721 
(559) 621-7004, ru (559) 488-4636 

www.linanrl-ti'r.lrresno.c".us 

BROKER!Dt:ALER Jt EQ UI<:ST FOR lNFOIThlATIO~ 

SECTION l : STATEMEN rOF POSITION AND GENERAL REQU IREMENTS 

The City of Fresno {hereinoHer referred to as the "Government") is a statutory (home rule) 
Government operating under the taws of lhe State of California. The Government manages 
on operational portfolio ranging in size from 250 miilion to 300 million dollars. which is 
comprised mainly of U.S. agency obligalions. corporoie nates. treasury notes. and selected 
money morlcef instruments. The Government has adopted a written Investment Policy which 
regulates the standards and procedures used in its cosh management activities. A copy of 
the Investment Policy is otioched as on Appendix to this document. 

The Government maintains relationships with qualified members of the broker/dealer 
community who. in their opinion. understand the needs, constraints. and goals o f the 
Government. 

Broker/dealers will be notified of their approval by the Governmenl in writing. No 
transactions will be conducted with on approved broker/dealer unlit all paperwork required 
by both parties has been executed. The Government solicits competitive bids and offers on 
the majority of its transactions. All securities will be delivered against payment to the third­
party custodian named by the Government. Government personnel will review and 
substantiate all information and references requested In the document: therefore, please 
answer all questions as lhoroughty as possible. 

SECTION II · PART 1: REQUEST FOR GENERAL INFORMATION FROM BROKER/ DEALER CANDIDATE 

I . Nome of Firm 

2 AddJess-Local 

Headquarters 

(Provide both slreel address ond/or P .0. Box No .. If oppficoble) 

3. Telephone No. Locol 

(&OJ ______________________________________ __ 

Heodquorters 
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4. Contac t personnel: (pfOvide as on at tachment if more space is required) 

TINe -------------------------------------------------------------------

Telephone No. - ---------------------------------------------------------

Name ----------------------------------------------------------------

Title ------------------------ -----------

Telephone No. ----------------------- ----------- --------------------

Nome ---------------------------------------------------------

Title ------------------ - --------- --------------------

Telephone No. -------------------- ----------- --------------------

4a. Provide background Information concerning the account representative listed in No. 4 
above. Please include information on the individual's employment history as it relates to 
the securities industry. official licenses and certificates. the history and d etails of any 
disciplinary actions or complaints and the disposition of each as well as the history of any 
arbi tra tion or litigolion. the nature of the case and status or disposition. 

5. Please provide the following information regarding at least four comparable clients with 
whom any of the representatives listed in No. 4 has on established relationship. We 
would prefer public sector clients in our geographical area. if possible. 

Client Name 

Address 

Person lo con tact 

Telephone No. 

Length of relationship - --------------------------------------------------
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CRent Name ~ 
;4-v~\ 

----------------------------------------------------~~~·~7 . 
·~ ~··· ./; 

Person to contact ----------------------------~~ 

Address 

Telephone No. 

length of relationship ------ - --------------------

Client Name 

Address 

Person to contact 

Telephone No. 

leng1h of relationship - --------------- ----- ------

Client Nome 

Address 

Person to contact 

Telephone No. 

Length of relationship - --------------------- - ----

6. Has/have the representative(s) listed in No. 4 above been authorized by the firm to be 
account representotive(s) for City of Fresno, California? 

Yes ___ _ No _______ _ 

If yes, by whom? - ----- --------------------- - -

7. Please list the nome or lhe immediate supervisor of the account representolive(s) 
named in your response to No. 4 above. 
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8. Brieny describe any format program of superv1s1on of the account representotlv 
named in No. 4. if your firm has established such a program. 

9. Is the firm either licensed or supervised by the Securities Exchange Commission and the 
Notional Association of Securities Dealers? If not. why not? 

10. Place on ·x· by each regulatory agency that your firm is examined by and/or is subject 
to its rules and regulations. 

FDIC _ _ ___ _ SEC _ ___ _ NYSE _____ _ 

Comptroller of Currency----- federal Reserve System-----

Other (example: Slate Regulatory Agency). Multi-slate firms please note: II is not necessary to 
include regula tory agencies which do not hove jurisdiction over your firm's activities in Fresno. 
Cotilomia. 

11. Hove you obtained all required licenses to operate as a broker/dealer in the state of 
California? 

Yes ____ No _ _ __ __ 

12. If you ore nol o Bonk, please provide the following information regord1ng your principal 
bonking rela tionship. 

SonkNome ----------- ----------- ---- - ---------

Address 

Person to conlocl 

Telephone No. 

Length of relohonship - ---- - - - ---- --- - ---------------

13. Is the firm o primary dealer in U.S. Government Securities? 

Yes _____ If so. how many years? ____ NO _ _ _ 
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14. Indicate the investment instruments offered regularly by the firm by placing a check­
mark next to the type of instrument. Is the firm a primary dealer in U.S. Government 
Securities? 

Instrument Tvoes Clleck if APPlicable 
u.s. Treasuries 
Government Soons(l(ed C(l(oorolions . 
Bonkers Accentonces 
Commercial Poner 
Certificates of Deoosil 
Reourc hose Anreemenls 
Reverse Renurchose Aoreements 
Medium-term Com()(afe Notes/Bonds 
Mutual Fund Shares 
Asset-Socked Secunlies i 

15. Does your firm specialize in any o f the instruments listed above? If so. p lease specify 
which ones. 

16. Has the lirm ever been noti fied in writing by a public-sector clien t that the firm or a firm 
representative was in port responsible for a loss on a securities transaction? If so. explain. 

17. Has the firm ever been subject to a regulatory or state or federal agency investigation 
for alleged improper. fraudulent or disreputable activities in connection with a public­
sector client? IF so. explain. 
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Sccuon n-Part II: Request tor Broker/Dealer Candidate Dtsclosurc 

18. To the best or your knowledge. has there been any ·material" ntigolion, arbitration or 
regulatory proceedings. either pending. adjudicated or settled, that your firm has been 
subject to within the lost rive years that involved issues concerning the suitability of the 
sole or purchase of securilies to inslilulionot clients or fraudulent or unfair prac tices 
related to the sole of securities to on Insti tutional client? If so, please describe each such 
matter briefly. For purposes of this section. proceedings ore "material" if your 
independent accountant applying generally accepted accounting principles 
determines that such proceedings required disclosure on your financial statements. 

19. Explain the firm's practices for monitoring credit quality of institutions. Does the firm hove 
internal expertise In this areo? 

20. What was the firms capt tal position os of lost fiscal year end? 

21. Are there any Fees or charges for doing business w ith your institution? If so. include a 
complete schedule of fees and charges. 

22. Please provide certified audited financial statements for the lost three years. In addition. 
for those dealers preparing and submit ting financial sta tements to the following 
organizalions, please provide publicly available financial documents filed with these 
agencies for the previous two years: 

Nartonol Association of Securities Dealets 
Securities and Exchange Commission 
New YOO< Stock Exchange 
Federal Deposit Insurance CQ(p. 
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CERTIFICATION \ 
(To be signed by a person authorized by corporate resolution or by similar proceedings to 
make representations on behalf of the responding institution.) 

I hereby certify that I hove personally read the Investment Policy and Objectives of the City 
of Fresno for Fiscal Year ending June 30. and hove directed staff 
assigned to the City's account to do the some. The standards in th~ Policy will apply to all 
investments subsequent to its effective dole, as determined by the Fresno City Council. 
Furthermore. I agree to personally read any changes or amendments to this Investment 
Policy. which may be submitted by the City. This firm has in place procedures and o system 
o f controls to preclude Imprudent investment activities arising out of tronsoc!ions conducted 
between our institution and the City of f resno. All assigned personnel to the City's account 
will be routinely informed o f the City's investment objectives. horizons. strategies and risk 
constraints whenever t am so advised by City personnel. 6ther I or an assigned 
representative will notify City staff immediately by telephone and in wri ting in the event of a 
material adverse change in our financial cond1tion t pledge to exercise due diligence in 
informing City staff o f all foreseeable risks associated with financial transactions conducted 
with this institvtion. I ottesl to the accuracy of the responses wi thin this questionnaire. 

Signed:: ___________ _ Nome:. _____________ __________ __ 

Title: __________________ _ Dote:. ____________________ ___ 

Attest:. ____________________ _ Nome:. ______________________ __ __ 

Title:. _______ ___________ __ Dote:. _____________________ ___ 

B-7 

•• 
_y 



APPENDDCC 

Glossary of Cash Management Terms 

The followmg is a glossary of key inve~unent tenns. many of which appear in the City of Fresno 
investment Pohcy. This glossary has been adapted from d1e Government Finance Officer's 
Association (GFOA) sample investment policy. 

Accrued Interest- The accumulated interest due on a bond as of the last interest payment made by 
th(l issuer. 

Agency Note (or Federal Agency or United Stutes Government-Sponsored Enterprise)- A debt 
security issued by a federal or federally sponsored agency. Federal agencies are backed by the full 
faith nnd credit of the U.S. Government. Federally sponsored agencies (FSAs) are backed by each 
particular agency with a market perception that there is an implicit govcmrnent guarantee. An 
example of federal agency is the Government National Mongage Association (GNMA). An 
example of a FSA is the Federal National Mortgage Association (FNMA). 

Amoni7.ation -The systematic reduction of the amount owed on a debt issue through periodic 
payments of principal. 

Average Life- The average length of time that an issue of serial bonds and/or tenn bonds with a 
mandatory sinking fund feature is expected to be outstanding. 

Banker's Acceptance- Bill of exchange or time dratl drawn on and accepted by n commcrcinl 
bank. With the credit strength of the bank behind it. the banker's acceptance usually qualifies as a 
money market instrumenL 

Barbell - Portfolio management strategy in whtch funds are concentrated in both short tenn and 
long tenn type of investments, with little to nothmg in mid term securities. Destgncd to provide 
liquidity while at the same time capturing higher yields from longer term mvcstments. 

Basis Point- A unit of mea.~urement used in the valuation of fixed-income securities equal to Ill 00 
of I pcrccm of yield, e.g .. ' ' l /4" of I percent is equal to 25 basis points. 

Bjcl- The indicated price at which u buyer is willing to purchase a security or commodity. 

Book Value- The value at which a security is carried on the inventory lists or other financial 
records of an investor. The book value may differ significantly from the sccunty's current value in 
the market. 

Orokcr-Dcaler An investment secunttcs sales ftnn that has the ability to both :mange for sales of 
securities. as well as buying securities for tts inventory. 

Callable Bond - A bond issue in which all or pan of its outstanding principal amount may be 
n.:d~:emed before maturity by the issuer under specified conditions. 
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Call Pnce- The price at which an issuer may redeem a bond prior to maturity. Th~.: price is ustp~!Jy~~l ~~ 
at a s light premium to the bond's original issue price to o.:ompcnsate the holder lor loss of inco\~S ~i;r\;) 
and ownership. ~ 

Call Risk- The risk to a bondholder that n bond may be redeemed prior to maturily. 

Capital - Funds '' hich may be invested in various projects, ventures. or enterpnscs. 

Cash Sale/Purchase- A transaction which calls for delivery and payment of securities on the same 
day that the transaction is initiated. 

CDARS Certificate of Deposit Account Registry Service is the copyrighted deposit placement 
service offered through Promontory lnlerfinancial Network LLC ("Promontory"). Through tlus 
service, Promontory attempts to place time deposits ("COs") issued by Insured Institutions within 
the Promontory network in principal amounts that will not exceed the Standard Ma.~imurn Insurance 
Amount ("SMDlA'') for deposits of one depositor at one Insured Institution (currently $100,000). 
CDARS is a proprietary process owned by Promontory that allocates orders submitted by 
participating ~immcial institutions on behalr of their depositors on dates ("Order Dates") specified 
by Promontory. 

CDARS Deposit Placement Agreement- Contract between depositor and partictpating depository 
financial institution for the placement of time deposits with other participating depository financial 
institutiollS by the contracted pruticipating depository financial institution, through Promontory 
lnterfinancial Network LLC ("Promontory"), utilizing Promontory's Certificate of Deposit Account 
Registry Service ( .. CDARS .. ). 

Collnteralization - Process by which a borr(lwer plcdg~s securities, property, or other deposits for 
the purpose of securing the repayment of a loan and/or security. 

Collateralized Mortgage Obligation - Mortgage backed bond separnung mortgage pools into 
different maturity classes. 

Commercial PaP9r - An unsecured short-term promissory note issued, wtlh matunhes ranging from 
I to 270 days, •ssued by banks, corporations, and other borrowers to investors with temporarily idle 
cash. Such instrumellts are unsecured and usually discounted. 

Consumer Recejvablc-backcd Bond- Sec Consumer Receivable Pns:. Through. 

Consumer Receivable Pass TI~rou~rh- Debt instrument secured by consumer receivables such as 
credit card receivubles. Payments are passed through to the investor direct from the underlying 
receivable. 

Convexitv- A measure of a bond's price sensitivity to changing mtcrcst rates. A high convexity 
indicates greater sensitivity of a bond's price to interest rme changes. 

Couoon Rate- ·n,c annual c-dtc of interest received by an investor from the issut:r of ccrtamtypes of 
fixed-income securities. Also known as the ··1merest rate.'· 

Counterpart¥ - Other party to a transaction. Buyers and sellers arc counterparul!s to each other, for 
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example. 

Credit Quality- The measurement of the financial strcn!,'th of a bond issuer. This measurement . J 
helps an investor to understand an issuer's ability to make timely mtcrcst payments and repay lhe ~ 
loan principal upon maturity. Generally, the higher tho: credit quality of a bond issuer. the lower the 
interel;t rate pa1d by the issuer because the risk of default is lower. Crcd1t quality ratings ere 
provided by nationally recogn1zed rating agencies. 

Cred1t Risk -The risk to an investor that an issuer will default in the payment of interest and/or 
principal on a security. 

Current Yield CCurrem Rerum)- A yield calculauon determined by dividing the annual interest 
received on a security by the currcm market price of that security 

Custodian Bank or other financial institution having custody or possession of the assets of another 
business or individual for the purpose of safekeeping. 

Debt lnstrumcm - Any of a number of obligations to repay funds or rnon1es borrowed, usually with 
interest. Examples include loans, mortgages, bonds, debentures, and certificates of deposit. 

Default - F:ulure to repay a debt obligation. 

Delivery Versus f'twmem (DVP) · A type of securiltes transaction in which the purchaser pays for 
the securit ies when they arc delivered either to the purchaser or his/her custodian. 

Discount · The amount by which the par value of a security exceeds the price paid for the security. 

Diversificatism- A process of investing assets among n ronge of securay types by sector, 1110lurity, 
and quality rating. 

Equipment Lease-backed Security - Debt instrument backed by equipment leases. Repayment 
comes from lease payments by the lessee on equtpment leased. 

Fair Value- l11e amount at which nn investment could be exchanged inn current transaction 
between willing parties, other tban in a forced or liquidation sale. 

FDIC- Federal Deposit Tnsurancc Corporation. An agency of the U111ted States Government that 
msures bank deposits against loss nf principal in the acc.ounts of the bank's depositor~. up to u 
maximum amount of fund~ deposited per account (currently Sl 00.000). 

Federal Funds- Fed Funds- Funds placed in Federal Reserve banks by depository institutions in 
excess of current reserve requirements. These ds:pnsitory institutions mny lend fed funds to each 
other ovcnught or on a longer basis. They may also transfer funds among each other on a same-day 
basis through the Federal Reserve banking system. Fed funds arc constdcred 10 be immediately 
available tunds. 

Federal Funds Rate- Interest rutc charged by one Institution lending fcdcrnl funds to the other. 

GASB - Govemmental Accounting Standard~ B(lnrd 
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GASB 3 GASB Pronoum:cment provtding direction and guidance on how a government's cash 
and investments nrc w be presented in the government's Comprehensive Annual Financial Rcp\itt 

" 
GASB 31 - GASB Pronouncement providing further direction and guidance on how a 
government's cash and investments arc to be presented 111 t11e government' s Comprehensive Annual 
Financial Report. It requires that the f11ir value of the government's investments be presented. 

GASB 40 - The most recent GASB Pronouncement with respect to a government's cash and 
investments. Revises GASB 3 to requi re additional disclosure or the degree of risk associated with 
a government's investment portfolio. 

Govemment Securities· An obligation of the U.S. govcnunenl, backed by the full faith and credit 
of the government. These securities arc regarded as the highest quality of investment securities 
available mthe U.S. securities market. Sec 'Treasury Btlls, Note!., and Bonds:· 

Govenunent Sponsored Entemrise - See Agency Notes. 

Indenture.: - Agreement between bondholders, trustee and issuer, in which issuer agrees to repay 
monies borrowed from bondholders. Specifics how proceeds of bond issue may be used. 

Insured Institution - Term used to describe a financial institution that is one oft11c participants in 
the Promontory lnterfinaocial Network, LLC. These are banks who agree to accept o time deposit 
and issue a Certificate of Deposit ("CD'') too depositor in an account that is insured by the Federal 
Oepostt Insurance Corporation ("FDIC'). The principal, along with aggregated interest in this 
account. shall not exceed the Standard Maximum Deposit Insurance Amount ("SMOLA") offered 
by the FDIC (currently $100,000 per account.) 

Interest Rate · Sec '·Coupon Rate." 

Interest Rnte Risk· The risk assoctated with declines or rises in tnterest rates which cause in 
investment in a fixed·income security to increase or decrease in value. 

inverted Yield Curve · A chart formation that illustrates long-tenn securities having lower yields 
than sbort·term securities. This configuration usually occurs during periods of high inflation 
coupled with low levels of confidence in the economy and a restrictive monetary policy. 

Investment Company Act of 1940 • Federal legislation which sets the standards by which 
investment companies, such ns mutuul funds, are regu lated in the areas of advertising, promotion, 
performance reporting requirements, and securities valuations. 

Investment Policy - A concise and clear statement of the objectives nnd purameters fornllllatcd by 
an inve~tor or investment manager lor a portfolio of investment securittes. 

Investment-grade Obligations· An investment mstrumcnt suitable for purchase by institutional 
investors under the prudent person rule. lnvesrmcnt·gntde is rCJStrictcd to those obligations rated 
BBO or h1gher by a rating agency. 

Inverse Floaters - Debt securities paying an interest rate that flouts inversely with a specificd index, 
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such as th~ T-Bill rate. For example, as the T-Bill rate rises, the Inverse floater rate will decline. 
I I • .. 
\::-::.2..:;./ ls.~ucr An issuer of debt, for example, bonds, IS a borrower of funds in the debt markets. 

LiqUidity· An asset that can be convened easily and quickly inlll cash. 

Local Agency Investment Fund (LA l F) - fund managed by the Califomia Treasurer's Office, 
offering local agencies the opponunity to invest surplus funds at better than average market rates of 
rerum with same-day liquidity. 

Mark-to-market. The process whereby the book value or collateral value of a security is adjusted to 
reflect its current market value. 

Market Risk ·The risk that the value of 11 security will rise or decline as a result of changes in 
market conditions. 

Markel Value · Current market pnce of a secunty. 

Maturi.!): · The date on which payment of a financull obligauon is due. The final stated maturity is 
the date on which the issuer must retire a bond and pay the face value to tbe bondholder. See 
"Weighted Average Maturity:· 

Medium-term Notes· Al l corporate and depository institution debt secunties with a maximum of 
live years or less remaining to the date of manarity at the time of purchase, issucJ by corporations 
organized and operating within the United States or by depository tnstitutions licensed by the 
United Stales or any state and oper.1ting within the United States. 

Money Market Mutual Fund· Mutual funds that invest solely in money mnrket instruments (shon· 
te!Til debt instruments. such as Treasury bills. commercial paper. bankers' acceptances, repos and 
federal funds). 

Mortgage-denved Interest-only Stril>S • Dcnvauve investment consisting of a series of interest 
payments from mortgages. Risi-.JI because origmnl investment may or may not be pa1d back. 

Mortgage Pass-through security - Security that pays investors everything received. All principal 
and interest received is passed through to the investor. 

Mortgage-backed Bond - Bond secuntizecJ by mortgages. Issued by FNMA and FHLMC for 
example. 

Mutual Fund • An investment company that pools money and can mvest in a variety of securities, 
includmg fixed-income securiucs and money market instruments. Mutual funds nrc regulated by the 
lnvcsuncnt Company Act of I 940 and must abide 
by the following Securities and Ellchange Commtsston (SEC) disclosure guidelines: 
I . Report standardized performance calculattons. 
2. Disseminate timely and accurate 111fonnatwn regarding the fund·s holdings. pcrlormance, 

management and general invesUliCllt policy. 
3. llavc the fu nd·s investment policies and activities superv1sed hy a board of trustees, which 

arc independent oftbe adviser, udministrutor or other vendor of the fund. 
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4. Mnintmn the daily liquidity of the fund's shares. I 
5. Value their portfolios on a daily basis. 
6 Have all indiv1dunls who sell SEC-rcgtslered products licensed with n self-regulating 

organization (SRO) such as the Na tional Assoctation of Securities Dealers (NASD). 
7. Have an investment policy governed by a prospectus which is updated and filed by the SEC 

annually. 

National Association of Securities Dcalel'S CNASD)- A self-regulatory organization (SRO) of 
brokers and dealers in the over-the-counter securities bu~iness. Its regulatory mandate includes 
authority over !inns that distribute mutual fund shares as well as other securities. 

Nationally Recognized Statistical Rating Organization CNRSROl - Commonly known as u "rating 
agency," an organization issuing credit ratings or soores with regard to the credit quality of the debt 
instruments issued by both public and private entities. Best known examples include Moody's, 
Standard and Poor's. and Fitch. 

Negotiable Certificate of Deoosit - Large dollar arnoum, short-tenn certificate of deposit issued by 
large banks and bought mainly by corporations and institutional rnvestors. Tiley are payable to d1c 
bearer or to the order of the depositor and, being negotiable, they nrc trnded in 1111 active market and 
usually have a maturity less than six months. 

Net Asset Value- The market value of one share of an investment company, such as a mutual fund. 
This figure is calculated by totaling a fund's assetS which includes ~ccuri.tics, cash, and any accrued 
earnings, subtracting this from the fund·s liabilities and dividing this total by the nwnber of shares 
outstanding. This is calculated once a day based on the closing price for each security in the fund's 
portfolio. (Sec below.) [(Total assets)- (Liabilities)]/(Number of shares outstanding) 

Nominal Yield -The stated rate of interest that a bond pays ils current owner. based on par value of 
the security. It is also known as the ··coupon." "coupon rate." or ·'interest mte." 

Offer- An indicated price at which market participants are willing to sell a security or cummodi ty 
Also referred to as the .. Ask price." 

Par - race value or principal value of a bond, typically $ 1,000 per bond. 

Pay-through Bond - Bond whose casll flow generated by its underlying security is paid through to 
investors 

Positive Yield Curve - A chart fom1ation that illustrates shon-tcnn securines ha,-ing lower yields 
than long-term securittcs. 

Premium -The amount by which the price paid for a security exceeds the security's par value. 

Primary Government Dealer - A well capttalized securities broker3ge firm thut is required to 
participate in U.S. Treasury auctions of its debt instruments. 

Principal - The face value or par value of a debt instrument. Also may refer to the amount of capital 
invested in a given security. 
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Promomorv lnterfinru1cial Network - A private sector linn that places time deposits (''COs"), witb ·~ ! ~ 
participating Insured Institutions through Promontory's Certificate of Deposit Account Registry \ \. "'~!r-:J_i 
Service ("CDA RS"). Calitbmia Government Code Sections 53601.8 and 53635.8 permit the City :._ · ·' 
to place funds for the purchase of time deposits with lnsured Institutions through private sector 
firms such as Promontory lnterfinru1cal Network. 

Prospectus- A legal document that must be provided to any pro~pective purchaser of a new 
securities offering registered with the SEC. TI1is cru1 include inlonnation on the issuer, the issuer's 
business, the proposed use of proceeds. the experience of the issuer's management, and certain 
certified financial statements. 

Prudent Person Rule- An investment standard outlining the fiduciary responsibilities of public 
funds investors relating to investment practices. 

Range Note ltwestmcnt whose coupon payment varies depending on whether the current 
benchmark falls within a specified range. If it does not, then !here is no requirement to pay any 
interest at aU. Range notes have a lligh coupon as long as a market index remains below a specified 
level or within a spcci ficd mnge, but a zero percent coupon if it does not. 

Regular Way Delivcrv - Securities settlemenllhal calls for delivery and payment on the third 
business day following the trade date (T+3); payment on a T+ l basis is currently under 
consideration. Mutual funds are settled on a srunc day basis; government securities arc settled on the 
next business day. 

Reinvestment Risk- The risk that a fixed-income investor will be unable to reinvest income 
proceeds from a security holding at the same rate of return CUJTently generated by that holding. 

Repurchase Agreement (repo RP)- An agreement of one party to sell securities at a specified price 
to a second party and a simultaneous agreement of the first party to repurchase the securities at a 
specified price or at a specified later date. 

Rerum on Investment- lnterest earnings on olher gains as measured a pe-rcen~age basis with respect 
to the amount of the investment. 

Reverse Repurchase Agreement (Reverse Repo)- An agreement of one pa1ty to purchase securities 
at a specified price from a second party ru1d a simultaneous agreement by the first party to resell the 
securities at a specified price to the second party on demand or at a specified date. 

Rule 2a-7 of the Investment Company Act- Applies to all money market mutual funds and 
mandates such funds to maintain certain s~andards, including a. 13- month maturity limit and a90-
day average maturity on investments. to help maintain a constant net asset value of one dollar 
(S 1.00). 

Safekeeping- Holding of assets (e.g., securities) by a financial institution. 

Securities Lendina A2reemem Agreement between investors and other owners of securities to 
lend them to broker-dealers ru1d other institutions for short periods of time. in exchange tor a 
negotiable fee. 

C-7 



Safety - An objective of por1 folio management. Most often refers to maintenance of principal or 1 
the prevention of the loss of capital. \ 

Selected deposi10ry mstitution- as delined by California Government Code Sections 53601.8(a) and 
53635.8 (a), a nationally or state chartered commercial bank, savings bank, savings and loan 
association. or credit union within California, that bas been contracted by a local agency, to submit 
local agency funds to a pri vatc sector entity that assists in the placemem of certificates of deposit 
(time deposits) with other commercial banks, savings banks, savings and loan associations. or credtt 
unions that are located in the United States, for the local agtmcy"s account. The selected depository 
institution shall serve as a custodian for each certtficatc of deposit that is issued with the placement 
service for the local agency's account. 

SMDIA- Standard Muximum Deposit Insurance ;\mount. This term is defined by Promontory 
lnterfinancial Network LLC as the current Federal D.:postt Insurance Corporation ("FDIC") limit of 
$100.000 per account deposited in a bank account and insured by the FDIC against loss of principal. 

Swap- Trading one asset for another. 

Term Bond- Bonds comprising a large part or all of a particular issue which come due in a single 
maturity. The issuer usually agrees to make periodic payments into a sinking 
fund for mandatory redemption of term bonds before maturity. 

Total Return- The sum of all investment income plus changes in the capital value of the portfolio. 
For mutual funds, return on an investment is compos.ed of share price appreciation plus any realized 
dividends or capital gains. This is calculated by taking the following components during a certain 
time period. (Price Appreciation) + (Dividends paid) + (Capital gains) : Total Return 

Treasury Bi lls- Short-tcrn1 U.S. government non-imerest bearing debt securities with maturities of 
no longer than one year and issued in minimum denominations ofS I 0,000. Auctions of three- and 
six-month bills arc weekly. while auctions of one-year bills are monthly. The yields on these bills 
are momton.--d closely m the money markets for signs of interest rate trends. 

Treasury Notes- Tntcrn1ediatc U.S. government debt securities with maturities or \1nc to 10 years 
and issued in denominations ranging from $1,000 to $1 million or more. 

Trea~ury Bonds- Long-term U.S. government debt ~ccurities with maturities often years or longer 
and issued in minimum denominations of $1,000. Currently. the longest outstanding maturity for 
such securities is 30 years. 

Uniform Net Capital Rule- SEC Rule 15C3-1 outlining capital requirements for broker/dealers. 

Volatility- A degree of lluctuation in the price and valuatiOn of securities. 

Weighted Avcmge Mntmity (WAM}- The average maturity ofalllhc securities that comprise a 
porttulio. According to SEC rule 2a-7. the W AM for SEC registered money market mutual funds 
may not exceed 90 days and no one sccunty may have a maturity that exceeds 397 days. 

When Issued (WI)- A conditional transaction in wh1ch an authorized new security has not been 
issued. All .. when issued" transactions w·e settled when the actual security is issued. 
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Yield- The current rate of return on an investment security generally expressed as a percentage oA ~ ~:~·:/,.') 
the security' s cun·cnt price. ''-... ;y 
Yield-to-call (YTC) - The rate of return an investor earns from a bond assuming the bond is 
redeemed (called) prior to its nominal maturity date. 

Yield Curve - A graphic representation that depicts theielationship at a given point inti me between 
yields and maturity for bonds that are identical in evety way except maturity. A normal yield curve 
may be alternatively referred to as a positive yield curve. 

Yield-to-maturity -The rate of return yielded by a debt security l1eld to maturity when both interest 
paymems and the investor's potential capital gain or loss are included in the calculation of return. 

Zero-coupon Securities - Security that is issued at a discount and makes no periodic interest 
payments. 111e rate of return consists of a gradual accretion of the principal of the security and is 
payable at par upon maturity. 
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INVESTMENT POLICY STAT E-FRESNO LIMITS BY INVESTMENT TYPE 

I M3XImum 'll> Maximum ·1o 

Maximum% Maximum % Limrt Of UmitOf 
Limit Of Limit Of POtlfollo Per Portfolio Per Max1mum %of 

1
auahty 

' 
Portfolio PortfoliO S1ngle Issuer Smgle Issuer S1ngle Issuer's Debt 

Authonzedlnvestments Matunty Rat10g State Fresno State Fresno State/Fresno 
City of Fresno Debt 5 Years NIA 100% tOO% 100% 100% 100% 
U.S. Treasunes 5 Years N/A 

1-
100% 100% 100% 100% 100% 

California Debt '5 Years N/A 100% 100% 100% 100% 100% 
Other 49 States Debt 5 Years N/A 

1-
100% 100% 100% 100% 100% 

Cal Local AQencv Debt 5 Years N/A 100% 100% 100% 100% 100% 
GSE Agencies 5 Years NJA 100% 70% 100% 50% 100% 
Banker's Acceptances 180 Days NJA 40% 40% 30% 30% 100% 
Commercial Paper 270 Days A-1/P-1 25% 25% 25% 25% 10% 
Negotiable cos 5 Years N/A 30% 30% 30% 30% Shareholders Equity 
Tlf!le Deposits_ 5 Years - $ollatera!_ 100% 100% 100% 100% Shareholders Equity 
Shares of Section 650_!).7 J_PJis N/A N/A 100% 100% 100% 100% 100% 
GC 53601.8 COs 1 Year Insured I 30% 30% 30% 30% Shareholders Equity: 
Repurchase Aomnts 1 Year Collateral 1 100% 100% 100% 100% 100% --
Reverse Repurchase Aqmnts 92 Davs N/A 20% 20% N/A N/A 100% 
Securities Lending Agmnts 92 Days N/A 20% 20% N/A N/A 100% 
Medium· Term Notes 5 Years A 30% 30% 30% 20% 100% . 

1o% Mutual Funds N/A AAA 20% 20% 10% 100% 
Money Market Funds N/A AAA 20% 20% 20% 20% 100% 
Mortgage/Asset Backed Debt 5 Years AA 20% 20% 20% 20% 100% 
LAJF NIA N/A 100% 100% 100% 100% 100% 
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July 29. 2011 

TO: 

FROM: 

Council Adopoob: 07/28/11 
Mayor Approval : 
Mayor Veto: ..___/ 
Override Reqi.IE!St: 

SUBJECT: TRANSMITIAL OF COUNCIL ACTION FOR APPROVAL OR VETO 

At the Council meet1ng of 07/28111 , Councl l adopted the attached Resolution No. 2011· 164 
entitled Adopting an Investment Poli~ for public funds for FY 2011-12, Item No 9:30 
a.m. - A, by the following vote: ( 

Ayes 
Noes 
Absent 
Abstam 

Baines. Borgeas, Olivier, Quintero, Westerlund, Xiong, Brand 
None 
None 
None 

Please indicate either your formal approval or veto by completing the following sections and 
executing and dating your action Please file the completed memo with the Clerk's office on 
or before August 8, 2011 . In oomputing the ten day period required by Charter, the first day 
has been excluded and the tenth day has been Included unless the 10'h day is a Saturday, 
Sunday, or holiday, In which case It has also been excluded. Failure to file this memo with 
the Clerk's office within the required time limit shall constitute approval of the ordinance, 
resolution or action, and It shall take effect without the Mayor's signed approval. 

Thank you. 

( APPROVE;: 

VETOED for the following reasons: (Written objections are required by Charter: attach 
additional sheets If necessary.) 

COUNCIL OVERRIDE ACTION: 
Ayes 
Noes 
Absent 
Abstain 

Date: 1/z Cl./lf 

Date:---------
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