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CITY OF REDONDO BEACH, CALIFORNIA 
STATEMENT OF INVESTMENT POLICY FISCAL YEAR 2020

INTRODUCTION

This statement is intended to establish the policies for prudent investment of the City's funds, and 
to provide guidelines for suitable investments.

It is the policy of the City of Redondo Beach ("City of Redondo Beach" or "City") to invest public 
funds not required for immediate day-to-day operations in safe and liquid investments having a 
market-average rate of return while conforming to all state statutes governing the investment of 
public funds.

The ultimate goal is to enhance the economic status of the City while protecting its funds.

The investment policies and practices of the City of Redondo Beach are based upon Federal, 
State, and local law and prudent money management. The primary goals of these policies are:

1. To assure compliance with all Federal, State and local laws governing the investment of 
monies under the control of the City Treasurer.

2. To maintain the principal value of assets entrusted to this office and provide adequate 
liquidity to meet operating expenditures.

3. It is recognized that within a well-diversified portfolio, at any particular point in time, that 
security valuations are impacted by changes in interest rates and economic conditions. 
Accordingly, securities may at times be worth less than original purchase price based on 
market fluctuations. Recognizing these factors, it is the expressed intention of our 
investment policy to hold all investments to maturity to ensure the return of all invested 
principal dollars. Securities shall generally be held until maturity with the following 
exceptions:
• A security with declining credit may be sold early to minimize loss of principal.
• A security swap may be executed if it will increase the quality, yield, or target duration 

in the portfolio. 
• Liquidity needs of the City require that the security be sold. 

4. In addition, through the maintenance of sufficient diversification of investments, the forced 
liquidation of investments at a loss will be avoided, if possible. It is further understood, 
however, that in the event of the need for a forced liquidation of investments to meet 
unplanned or unanticipated cash flow demands, a potential loss of investment principal 
may potentially occur.

5. Within constraints of safety and liquidity, generate a market rate of return within the 
parameters of this Statement of Investment Policy and the guidelines for suitable 
investments.

I. SCOPE 

In accordance with the City of Redondo Beach Charter Section 11.1, the City Treasurer is 
authorized to invest and reinvest the City's funds according to State law; provided, 
however, that the City Council may adopt investment guidelines by resolution. 
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This investment policy applies to all financial assets, investment activities and debt issues 
of the City of Redondo Beach (including funds, which are invested by trustees appointed 
under debt trust indentures, with direction from the City Treasurer). This policy covers the 
investment activities of all contingency reserves and inactive cash balances under the 
direct authority of the City.

All monies entrusted to the City Treasurer will be pooled in a diversified portfolio. The 
Investment Pool or "Portfolio" will be referred to as the "Pool" throughout the remainder of 
this document. The City Treasurer and staff will observe, review and react to changing 
conditions that affect the Pool.

Investments made on a pooled basis include investments of the City and its component 
units, including the City of Redondo Beach, the Successor Agency to the City 
Redevelopment Agency, the Parking Authority, the Public Financing Authority, and the 
Housing Authority. The City's Comprehensive Annual Financial Report identifies the fund 
types incorporated under the City's investment pool as follows:

General Fund
Special Revenue Funds
Debt Service Funds
Capital Project Funds
Enterprise Funds 
Internal Service Funds 
Fiduciary-Agency Funds
Any new funds created by the City Council, unless specifically exempted

All debt issue proceeds will be invested in accordance with the associated trust indenture, 
and in such a manner that facilitates arbitrage rebate calculations. 

In determining the investment of funds associated with bonded debt issues, debt proceeds 
will be invested in accordance with the most restrictive investment requirements contained 
within either the City's investment policy or the associated bond trust indenture.

Excluded from the scope of the City Treasurer's Investment responsibilities are 
investments related to funds dedicated for Retirement purposes and Deferred 
Compensation investment funds.

II. INVESTMENT PHILOSOPHY - PRUDENCE

Management of the City's investments is governed by the Prudent Investor Standard as 
set forth in the California Government Code section 53600.3:

"Except as provided in subdivision (a) of Section 27000 .3, all governing bodies of 
local agencies or persons authorized to make investment decisions on behalf of 
those local agencies investing public funds pursuant to this chapter are trustees 
and therefore fiduciaries subject to the prudent investor standard. When investing, 
reinvesting, purchasing, acquiring, exchanging , selling, or managing public funds, 
a trustee shall act with care, skill, prudence, and diligence under the circumstances 
then prevailing, including, but not limited to, the general economic conditions and 
the anticipated needs of the Agency, that a prudent person acting in a like capacity 
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and familiarity with those matters would use in the conduct of funds of a like 
character and with like aims, to safeguard the principal and maintain the liquidity 
needs of the Agency . Within the limitations of this section and considering 
individual investments as part of an overall strategy, investments may be acquired 
as authorized by law."

Prior to investment, the City Treasurer or designee shall complete an investigation of the 
pool/fund.

Ill. OBJECTIVES

A. Safety of Principal

Safety of Principal is the foremost objective of the City of Redondo Beach. Each 
investment transaction shall seek to ensure that capital losses are avoided whether 
from institution default or broker-dealer default. The City shall seek to preserve 
principal by mitigating the two types of risk, credit risk and market risk.

1. Credit Risk  Credit risk, defined as the risk of loss due to failure of an issuer 
of a security, shall be mitigated by investing in only very safe institutions and 
by diversifying the Pool so that the failure of any one issuer would not unduly
harm the City's cash flow.

2. Market Risk  The risk of market value fluctuations due to overall changes in 
the general level of interest rates shall be mitigated by limiting the weighted 
average maturity of the City's Pool to no greater than 2.5 years in a diversified 
Pool. 

B. Liquidity

Liquidity is the second most important objective of the City of Redondo Beach. It 
is important that an investment contain the feature of being easily sold at any time 
with a minimal risk of loss of some portion of principal or interest. The City may 
experience unexpected or unusual circumstances that result in some investments 
needing to be sold to meet a contingency. Therefore, the City maintains a high 
degree of liquidity in its pool. To the extent possible, investments will be made so 
that maturities are compatible with cash flow requirements. To ensure that 
sufficient investment Pool liquidity is maintained at all times, a minimum of twenty-
five percent (25%) of the overall investment Pool’s investments will be maintained 
in liquid investments in (a) the State Local Agency Investment Fund (LAIF), (b) 
allowable mutual funds as set forth in Section V.I, or (c) securities with a remaining 
maturity of one year or less, and (d) a combination.  No single investment shall be 
purchased with a term to maturity at the date of purchase that exceeds 5 years, 
except as special circumstances dictate and with the expressed approval of the 
City Council.

C. Maturity Matrix

Maturities of investments will be selected based on liquidity requirements in order 
to minimize interest rate risk and maximize earnings. Current and expected yield 
curve analysis will be monitored, and the Pool will be invested accordingly. As a 
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general investment guideline, the following percentages of the Pool should be 
utilized in the selection of investment maturity sectors:

Maturity Range    Suggested Percentage
Less than 1 year   Minimum of 25%
Less than 3 years    Minimum of 50%
3 years to 5 years    Maximum of 50%

   Over 5 years    City Council Authorization Required

D. Diversification

The City's Pool will be diversified to avoid incurring unreasonable and avoidable 
risks. The investments will be diversified by security type and institution. Allowable 
limits for specific securities types and institutions are delineated in paragraph VI of 
this Investment Policy. The aggregate single institution limit of commercial paper, 
medium term corporate notes, certificates of deposits over the FDIC limit, and 
banker’s acceptances, shall not be greater than five percent (5%) of the Pool. In 
accordance with Section III.F, maturities shall be laddered to reduce interest rate 
risk. In a diversified portfolio, occasional measured losses must be considered 
within the context of the overall portfolio's investment return, provided that 
adequate diversification has been implemented.

E. Performance Standard/Benchmark

Investment return becomes a consideration only after the basic requirements of 
investment safety and liquidity have been met. The City's Pool shall be designed 
to attain a market-average rate of return through economic cycles. Because the 
Pool is designed to operate on a 'hold-to-maturity' premise (or passive investment 
style) and because of the safety, liquidity, and yield priorities, the basis that will be 
used by the City Treasurer in the periodic purchase of investment instruments to 
determine whether market yields are being achieved shall be the following book 
return performance standard and benchmark: The 30 month moving average of 
the 0-5 Year Treasury Index, using month end values.

F. Timing of Maturities and Maximum Maturities

Investment maturities shall be consistent with the cash flow requirements of the 
City. Investment maturities will also be timed so that a disproportionate number of 
investments will not mature simultaneously. In consideration of the timing of 
investment maturities, the City Treasurer shall select investment maturities utilizing 
a "laddering" maturity strategy, ensuring a sufficient, well balanced mix of 
investment maturities, on a regular basis, consistent with the operating cash flow 
requirement of the City.  The maximum maturity of any security shall not exceed 
five years unless authorized by the City Council. 

IV. INVESTMENT COMMITTEE AND REPORTING

A. Budget and Finance Commission

The City's Budget and Finance Commission, within the advisory powers assigned 
to the Commission by Ordinance, shall serve in an independent investment 
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advisory capacity, providing oversight of the investment activities of the City 
Treasurer.

The Budget and Finance Commission shall review on a quarterly basis reports 
submitted by the City Treasurer analyzing the City's Pool and Investment market 
trends. With respect to the Commission's investment oversight responsibilities, the 
intended purpose of the Budget and Finance Commission is to serve in an advisory 
capacity to the City Treasurer and City Council. Serving in this advisory capacity, 
the Budget and Finance Commission will provide an important oversight role to the 
function of City Treasurer's management of the City's Pool, ensuring that the 
investment decisions of the City Treasurer are made in compliance with the 
established investment policy guidelines contained within this statement of 
Investment Policy. The Budget and Finance Commission is not authorized to direct 
investment decisions, or select individual investment advisors, brokers, or dealers.

B. Monthly and Quarterly Reporting

The City Treasurer shall render a monthly report to the City Council showing the 
type of investment, issuing institution, date of maturity, amount of deposit, current 
market value for all securities, rate of interest, percentage of the Pool representing 
each investment category, transactions for the period, the ability of the City to meet 
the expenditure requirements for the next six months or provide and explanation 
why requirements may not be met, comments with respect to the current fixed 
income marketplace and current economic conditions impacting the value of fixed 
income investments, and such data as may be required by the City Council. The 
City Treasurer shall make quarterly presentations to the Budget and Finance 
Commission and to the City Council analyzing the Pool and investment market 
trends.

C. Review of Investment Portfolio

The securities held by the City must be in compliance with Section VI Authorized 
Investments at the time of purchase. Because some securities may not comply 
with Section VI Authorized Investments subsequent to the date of purchase, the 
Treasurer shall at least quarterly review the portfolio to identify those securities 
that do not comply. The Treasurer shall report to the Budget and Finance 
Commission, should one exist, major and critical incidences of noncompliance 
identified through the review of the Pool. 

V. ETHICS AND CONFLICTS OF INTEREST

All parties involved in the City's investment process shall seek to act responsibly as 
custodians of the public trust. The City Treasurer, or if appropriate, the Deputy City 
Treasurer, shall avoid any transaction that might impair public confidence in the City's 
ability to govern and manage the investment of public funds in an effective manner, 
including but not limited to, personal business activity that would impair the City Treasurer 
or Deputy City Treasurer's ability to make an impartial investment decision. The City 
Treasurer, Deputy City Treasurer, or other official charged with the responsibility of making 
investment decisions shall have no vested interest in any investment being made involving 
public funds of the City, and shall gain no financial benefit from such investment decisions.
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The City Treasurer and Deputy City Treasurer shall disclose to the City Council any 
material interests in the financial institutions that conduct business within their jurisdiction, 
and they shall further disclose any large personal financial/investment positions that could 
be related to the performance of the City of Redondo Beach.

  
VI. AUTHORIZED INVESTMENTS

The City shall not enter into any investment transaction that might impair public confidence 
in the Redondo Beach City government. The City is governed by the California 
Government Code, Sections 53600 et seq. Except as otherwise provided herein, the 
maximum maturity period for any of these authorized investments is five years from the 
date of the original purchase of the investment. Within the context of these limitations, the 
following investments are authorized, as further limited herein. The percentage limitations 
of authorized investment component categories within this investment policy represent 
percentages following the provision of sufficient Pool liquidity achieved by maintaining at 
all times a minimum of twenty-five percent (25%) of the overall Pool’s investments in (a) 
the State Local Agency Investment Fund (LAIF), (b) allowable mutual funds as set forth in 
Section V.I, (c) securities with a remaining maturity of one year or less, and (d) a 
combination.

A. United States Treasury Obligations    No Limit

United States Treasury Bills, Notes and Bonds, certificates of indebtedness, or 
those for which the full faith and credit of the United States are pledged for payment 
of principal and interest. This investment is both safe and liquid. There is no 
percentage limitation of the Pool that can be invested in this category, although a 
five-year maturity limitation is applicable.

B. United States Agency Obligations    No Limit

Government National Mortgage Association (GNMA), the Federal Farm Credit 
Bank System (FFCB), the Federal Home Loan Bank Board (FHLB), the Federal 
Home Loan Mortgage Corporation (FHLMC), and the Federal National Mortgage 
Association (FNMA) and those insured by the Federal Housing Administration 
(FHA). The "prudent investor" rule shall apply for a single agency name, as U.S. 
Government backing is implied rather than guaranteed. There is no percentage 
limitation of the Pool that can be invested in this category; although, no greater 
than forty percent (40%) of the Pool shall be invested with any one issuer.

C. Banker's Acceptances    Maximum of 40%

Bills of exchange or time drafts drawn on and accepted by a commercial bank, 
otherwise known as banker's acceptances. Banker's acceptances purchased may 
not exceed 180 days to maturity or forty percent of the Pool. No more than five 
percent of the Pool may be invested in banker's acceptances issued by any one 
commercial bank. Only those banker's acceptances eligible for purchase by the 
Federal Reserve System meet eligibility requirements for investment by the pool. 
Investments in Banker's Acceptances shall be placed in instruments ranked within 
the top two rating categories by two of the three largest rating services. No more 
than five percent (5%) of the Pool may be invested in banker's acceptances issued 
by any one entity.
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D. Time Deposits      No Limit

Time Deposits are issued by depository institutions against funds deposited for a 
specific length of time. Time Deposits include instruments such as deposit notes. 
They are distinct from Certificates of Deposit (CDs) in that interest payments on 
time deposits are calculated in a manner similar to that of corporate bonds whereas 
interest payments on CDs are calculated similar to that of money market 
instruments.

The City may invest in non-negotiable time deposits collateralized in accordance 
with the California Government Code, in those banks and savings and loan 
associations that meet the requirements for investment in non-negotiable time 
deposits. Despite the fact that time deposits are not liquid, there is no restriction 
by the California Government Code on the percentage of bank/time deposits in the 
Pool. As such, one hundred percent of the Pool may be invested in this category. 
All investments in time deposits must be issued by a financial institution whose 
performance has been reliable, and whose safety rating meets the standards 
established by the City Treasurer. All investments in time deposits must be 
properly collateralized in accordance with Section 53652 of the California 
Government Code. The City Treasurer will periodically monitor, on a discretionary 
yet diligent basis, the operating performance of all financial institutions holding City 
time deposits, to ensure compliance to collateralization requirements.

E. Negotiable Certificates of Deposit    Maximum of 30%

Negotiable certificates of deposit issued by a nationally or State-Chartered Bank 
or a State or Federal Savings and Loan Association. Purchases of FDIC insured 
negotiable certificates of deposits will be insured up to the FDIC limit, which is 
currently $250,000. No more than $250,000 of the Pool may be invested in 
negotiable certificates of deposit in any one bank or savings and loan association. 
Negotiable Certificates of Deposits maximum thirty percent (30%) limit is in 
aggregate with Certificate of Deposit Placement Service investments. 

F. Commercial Paper      Maximum of 25%

Commercial Paper ranked "P1" by Moody's Investor Services or "A1" or higher by 
Standard and Poor's, and issued by a domestic corporation having assets in 
excess of $500,000,000 and having an "A" or better rating on its long term 
debentures as provided by Moody's or Standard and Poor's. Purchases of eligible 
commercial paper may not exceed twenty-five percent (25%) of the Pool or have 
a term to maturity which exceeds 270 days. No more than five percent of the Pool 
may be invested in commercial paper issued by any one corporation.

G. Local Agency Investment Fund Maximum of $65 million per account

The City may invest in the Local Agency Investment Fund (LAIF) established by 
the State Treasurer for the benefit of local agencies up to the $65 million maximum 
permitted by State law.
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H. Medium-Term Notes     Maximum of 30%

Medium-Term Notes are all corporate and depository institution debt securities, 
with a maximum remaining maturity of five years issued by corporations organized 
and operating within the United States or by depository institutions licensed by the 
United States or any state and operating within the United States. The minimum 
quality credit rating requirements of Medium Term Notes by California Government 
Code is "A". City investment policy requires that at time of purchase, Medium Term 
Notes eligible for investment shall be rated in a rating category of "A" by S&P or 
Fitch, or "A2'' by Moody's Investors Services or its equivalent or better by a 
nationally recognized rating service. In the event that prior to maturity any Medium 
Term Note investment experiences a credit rating downgrade to a level below  the 
City's required credit rating, the City Treasurer will initiate a thorough review of the 
credit quality of the downgraded Medium Term Note to determine the prudency of 
selling the note prior to its maturity.

No more than thirty percent (30%) of the Pool may be invested in medium- term 
notes. No more than five percent (5%) of the Pool may be invested in notes issued 
by one corporation or depository institution. In the event that the percentage of 
Medium Term Note investments within the Pool temporally exceeds the 
percentage limitation of this investment policy as dictated by California 
Government Code, the City Treasurer will take prudent action within 30 days to 
bring the percentage of the Pool invested in Medium Term Notes into compliance 
with the percentage limitation of this investment policy.

I. Mutual Funds      Maximum of 15%

Shares of beneficial interest issued by diversified management companies, 
otherwise known as mutual funds, as defined in Section 23701(m) of the California 
Revenue and Taxation Code, investing in the securities and obligations as 
authorized by subdivisions (A) to (L), inclusive, of that section and which comply 
with the investment restrictions (California Government Code, commencing with 
Section 53630), companies shall either:
1. Attain the highest ranking or the highest letter and numerical rating 

provided by not less than two of the three largest nationally recognized 
rating services, or

2. Have an investment adviser registered with the Securities and Exchange 
Commission with not less than five years experience investing in the 
securities and obligations as authorized by subdivisions (a) to (m), inclusive 
and with assets under management in excess of five hundred million 
dollars ($500,000,000). The purchase price of shares of beneficial interest, 
(mutual funds) purchased pursuant to this subdivision shall not include any 
commission that these companies may charge

3. Prior to selection of investments in any authorized mutual funds, the City 
Treasurer will exercise due diligence in ensuring that all investments in 
mutual funds meet the investment qualification requirements of the 
California Government Code.
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No more than fifteen percent (15%) of the Pool may be invested in mutual funds, 
while no more than ten percent (10%) of the Pool may be invested in any one 
mutual fund.

K. Certificate of Deposit Placement Service  Maximum of 30%

AB 2011 added California Government Code Sections 53601.8 and
53635.8, which expanded Local Agencies' permissible investments to include the 
use of private Certificate of Deposit placement services. AB 2011 provided Local 
Agencies' with an investment tool that minimizes monitoring and administration of 
their surplus cash investments while allowing smaller local banks to accept 
deposits that they currently are unable to because of collateralization 
requirements. Rather than dealing potentially with multiple banks to ensure full 
FDIC insurance coverage for deposits, AB 2011 provided Local Agencies with a 
means to work with one bank for non-negotiable Certificate of Deposit investments. 
The statute limits total Pool investment in Certificates of Deposit to thirty percent
(30%) of combined negotiable Certificates of Deposit as authorized under 
California Government Code Section 53601 (h). 

L. Supranationals      Maximum of 15%

United States dollar denominated senior unsecured unsubordinated obligations 
issued or unconditionally guaranteed by the International Bank for Reconstruction 
and Development, International Finance Corporation, or Inter-American 
Development Bank, with a maximum remaining maturity of five years or less, and 
eligible for purchase and sale within the United States. Investments under this 
subdivision shall be rated "AA" or better by at least one of the three large rating 
agencies, Moody's, Standard & Poor's, or Fitch, and shall not exceed fifteen 
percent of the Pool. No greater than five percent (5%) of the Pool shall be invested 
in any one issuer.

  
M. Authorized yet Currently Unutilized Investments

In managing the Pool, the City Treasurer does not currently utilize the following 
types of investments that are authorized by California Government Code: Local 
Agency Bonds; State Obligations of California and other States; California Local 
Agency Obligations; Repurchase Agreements; Reverse Repurchase Agreements; 
Mortgage Pass through Securities; and County Pooled Investment Funds.  It is the 
policy of the City of Redondo Beach not to use the above listed types of 
investments.

N. Collateralized Bank Deposits      No Limit

Deposits that are at all times secured by a valid first priority security interest in 
securities of all types listed by Section 53651 as eligible securities for the purpose 
of securing local agency deposits having a market value at least equal to that 
required by Section 53652 for the purpose of securing local agency deposits. The 
securities serving as collateral shall be placed by delivery or book entry into the 
custody of a trust company or the trust department of a bank that is not affiliated 
with the issuer of the secured obligation, and the security interest shall be 
perfected in accordance with the requirements of the Uniform Commercial Code 
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or federal regulations applicable to the types of securities in which the security 
interest is granted.

P. Summary of Maximum Percentage Limitations of Investments, by 
Investment Type

Recognizing maintenance of the minimum investment liquidity requirements as 
addressed within section Ill (B) of this Investment Policy, the following summary of 
maximum percentage limitations by investment instrument is established for the 
City's Pool. The percentage limitations of authorized investment component 
categories within this investment policy represent percentages following the 
provision of sufficient Pool liquidity. 

Investment Type
Maximum 

Percentage
Maximum 
Issuer % 

Maximum 
Maturity

CA Government Code 
Section

U.S. Treasury  Obligations  No limit No limit 5 years
Cal. Gov't Code § § 53601 
(b), 53651 (a) 

U.S. Agency Obligations  No limit 40% 5 years Cal. Gov't Code § 53601 (f)
Bankers Acceptances 40% 5% 180 days Cal. Gov't Code § 53601 (g)

Time Deposits No limit No limit 5 years
Cal. Gov't Code § § 53601,  
53638

Negotiable Certificates of 
Deposit  

30% (combined 
with CD 
Placement 
Service) $250,000 5 years Cal. Gov't Code § §53601 (i)

Commercial Paper   25% 5% 270 days Cal. Gov't Code § 53601 (h)

Local Agency Investment 
Fund

Per State Limit - 
$65 million per 
Account

Per State Limit 
- $65 million 
per Account N/A Cal. Gov't Code § 16429.1 

Medium Term Corporate 30% 5% 5 years Cal. Gov't Code § 53601 (k)
Mutual Funds 15% 10% N/A Cal. Gov't Code § 53601 (l)

Certificate of Deposit 
Placement Service 

30% (combined 
with CDs) 30% 5 years

Cal. Gov't Code § § 53601.8 
53635.8

Supranationals  15% 5% 5 years Cal. Gov't Code § 53601 (q)

Collateralized Bank 
Deposits No Limit No Limit N/A

Cal. Gov't Code § § 53651 
and 53652 (a)

In the event, the percentage of investments within any of the authorized types of 
investments within the Pool temporally exceeds the percentage limitation of this 
investment policy as dictated by the California Government Code, the City 
Treasurer will take prudent action within 30 days to bring the percentage of the 
type of investment that temporally exceeds the percentage limitation into 
compliance with the percentage limitation of this investment policy.

Q. Legislative Changes

Any State of California legislative action, that further restricts allowable maturities, 
investment type or percentage allocations, will be incorporated into the Investment 
Policy and supersede any and all previous applicable language.
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VII. UNAUTHORIZED  INVESTMENTS

A. Ineligible Investments      Prohibited

Ineligible Investments are those that are described herein, including but not limited 
to common stocks, long term (over five years to maturity) notes and bonds, 
derivative based instruments, inverse floaters, futures and options, interest-only 
strips that are derived from a pool of mortgages, securities with high price volatility 
or limited marketability, and any maturity that could result in zero interest accrual 
if held to maturity, are prohibited from use in the Pool. 

VIII. COLLATERALIZATION

Investments in time certificates of deposits shall be fully insured up to $250,000 by the 
Federal Deposit Insurance Corporation or the Federal Savings & Loan Insurance 
Corporation, as appropriate. Investments in time certificates of deposit in excess of 
$250,000 shall be properly collateralized. Section 53652 of the California Government 
Code requires that the depository pledge securities with a market value of at least ten 
percent (10%) in excess of the City's deposit as collateral in government securities, and 
fifty percent (50%) in excess of the deposit as collateral in mortgage pools. Section 53649 
of the California Government Code specifies that the City Treasurer is responsible for 
entering into deposit contracts with each depository. Investments held with Third Parties 
holding collateral for the investment shall be properly collateralized in accordance with 
collateralization requirements of the California Government Code.

IX. AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

The City shall transact business only with nationally or state chartered banks, federal or 
state savings and loan institutions, and registered primary investment securities dealers. 
The purchase by the City of any investment other than those purchased directly from the 
issuer, shall be purchased either from an institution licensed by the State as a broker-
dealer, as defined in Section 25004 of the California Corporations Code, who is a member 
of the Financial Industry Regulatory Authority (FINRA), or a member of a Federally 
regulated securities exchange, a National or State-Chartered Bank, a Federal or State 
Association (as defined by Section 5102 of the California Financial Code), or a brokerage 
firm designated as a Primary Government Dealer by the Federal Reserve Bank.

To continue to maintain broker/dealers with quality services, expertise, and credit 
worthiness, the City Treasurer may, on a selective basis, expand the approved list of 
primary dealers to include "qualified regional" dealers.

A "qualified regional" dealer must demonstrate the following requirements:

The "qualified regional" firm must be able to demonstrate their services and/or 
expertise is not currently being provided by a primary broker/dealer and will 
specifically and immediately benefit the City.

In addition to qualifying under the Securities and Exchange Commission Rule 
15C3-1 (uniform net capital rule), the regional dealer shall not self-clear securities. 
The clearinghouse through which all transactions are cleared and settled has a
minimum investment grade rating of A or better by S&P or Moody.
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The representatives chosen to work with the City Treasurer are institutional 
brokers familiar with and experienced in the specific needs of California public 
funds. "Familiar" implies an institutional broker who spends the majority of their 
time and effort working with public funds.

All institutions which the City Treasurer wishes to do business shall be investigated to 
determine if they are adequately capitalized, have pending legal action against the firm or 
the individual broker, are registered with FINRA, make markets in the securities 
appropriate to the City's needs, and agree to abide by the conditions set forth in the City 
of Redondo Beach's Investment Policy.

The City Treasurer shall annually send a copy of the current Investment Policy to all 
broker/dealers approved to do business with the City. Confirmation is required of broker 
dealers of receipt of this policy and shall be considered evidence that the dealer 
understands the City's investment policies and intends to sell the City only appropriate 
investments authorized by this investment policy.

To further ensure that investments are purchased only through well established, financially 
sound institutions, the City Treasurer shall maintain a list of financial institutions and 
brokers approved for the conduct of investment transactions. All financing institutions and 
brokers who desire to become qualified bidders for investment transactions will be given 
a copy of the City's Investment Policy, and in turn must supply the City Treasurer with the 
following:

• Current audited financial statements (within 120 days of Fiscal Year End).

• Depository contracts, as appropriate.

• A copy of the latest FDIC call report or the latest FHLB report, as appropriate

• Proof that commercial banks, savings banks, or savings and loan associations are 
state or federally chartered.

• Proof that brokerage firms are members in good standing on a national securities 
exchange.

• Proof of State registration.

• Trading resolution.

• Completed Broker/Dealer Questionnaire.

• Certification of having read the City's investment policy and depository contracts. 

Commercial banks, savings banks, and savings and loan associations must maintain a 
minimum net worth to asset ratio of three percent (3%) (total regulatory net worth divided 
by total assets), and must have had a positive net earnings for the last reporting period.
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A list of qualified brokers from which the City may purchase investments will be submitted 
annually by the City Treasurer for approval by the City Council as part of the annual review 
of investment strategy.

See EXHIBIT A regarding broker/dealers utilized by the investment advisor.

X. PORTFOLIO MANAGEMENT ACTIVITY

The investment program shall seek to augment returns consistent with the intent of this 
policy, identified risk limitations and prudent investment principals. These objectives will 
be achieved by use of the following strategies:

A. Active Portfolio Management--Through active fund and cash flow management 
taking advantage of  current  economic  and  interest rate trends, the pool yield 
may  be  enhanced  with  limited  and  measurable increases in risk by extending 
the weighted  maturity of the total pool.

B. Portfolio Maturity Management--When structuring the maturity composition of 
the pool, the City shall evaluate current and expected interest rate yields and 
necessary cash flow requirements. It is recognized that in normal market 
conditions longer maturities produce higher yields. However, the securities with 
longer maturities also experience greater price fluctuations when the level of 
interest rates change.

C. Security Swaps--The City may take advantage of security swap opportunities to 
improve the overall pool yield. A swap which improves the pool yield may be 
selected even if the transactions result in an accounting loss.  Documentation for 
swaps will be included in the City's permanent investment file documents.

D. Competitive Bidding-- To ensure that the purchase of City investments is 
obtained in the most cost effective and efficient manner, the City Treasurer will 
encourage competitive bidding for City investment transactions. On an annual 
basis, the City Treasurer will accept applications from qualified members of the 
investment broker-dealer community interested in bidding on City investment 
instruments. The City Treasurer shall establish, on an annual basis, a limited array 
of qualified broker-dealers to serve the City's investment opportunities. Selection 
criteria for inclusion on the City's annual list of broker-dealers will be based upon 
merit, expertise, and performance.

Competitive bidding on individual investment transactions is required on all 
transactions except those pertaining to "new issue" securities. A new issue security 
denotes a security that is originally brought to market. Investments in "non-new 
issue" securities, and the sale of all securities, will require the competitive bid of at 
least two bidders from the approved list of broker- dealers.

Competitive bidding for security swaps is also suggested, however, it is understood 
that certain time constraints and broker inventory limitations exist which would not 
accommodate the competitive bidding process. If a time or inventory constraining 
condition exists, the pricing of the swap should be verified to current market 
conditions and documented for auditing purposes.



City of Redondo Beach Investment Policy Fiscal Year 2020     14 

Details of investment transactions involving competitive bidding will be included in 
the City Treasurer's quarterly report provided to the City Council and the Budget 
and Finance Commission.

To ensure the accurate and timely processing, clearance, and settlement of all City 
Investments, the City Treasurer shall maintain an Investment Procedures Manual. 
This manual provides current details with respect to operational procedures 
associated with the placement and clearance of all City Investments. To ensure 
the accuracy and timeliness of this Investment Procedures Manual, the manual will 
be reviewed on an annual basis by the City's Independent Auditors.

E. Registered Investment Advisor Service-- Federal and State Regulation: 
Investment Advisors with assets under management of $25 million to $100 million 
or more are registered by the Securities and Exchange Commission (SEC), under 
the Investment Advisers Act of 1940 (Act). The Act requires investment advisors 
to file an initial application, known as the "Uniform Application for Investment 
Advisor Registration" or "Form ADV," with the SEC. They also must file an annual 
updating amendment, as well as an amendment any time a significant change has
occurred at the firm. The

SEC requires investment advisors to maintain extensive records, and has the 
authority to sanction advisors who break the law or rules established under the 
Act. The SEC generally conducts routine inspections of advisors' records about 
once every five years, and may initiate an inspection on the basis of an investor 
complaint. Advisors registered with the SEC also must submit a simplified filing 
with securities authorities in the states in which they do business. The City shall 
only deal with SEC registered investment advisors with $1 billion or more of funds 
under management.

Investment advisors with assets under management of less than $25 million are 
regulated by the states in which they do business. In California, such investment
advisors register with the California Department of Corporations. It is important to 
note that the regulatory authorities do not review the credentials or qualifications 
of advisors, nor do they "approve" or endorse any advisory firm or individual. The 
role of the regulatory authorities is to enforce the securities laws and not to judge 
the qualifications of individual advisors.

CDIAC advises that in 1996, the California Attorney General published Opinion 95-
807 which addresses utilization of outside investment managers. The opinion 
states that a City Treasurer can have a contract with an external investment 
manager. Since there is no specific reference to a section of the California 
Government Code regarding these services, reference to Opinion 95-807 is 
sufficient.

XI. SAFEKEEPING AND CUSTODY OF SECURITIES

The Treasurer shall select one or more financial institutions to provide safekeeping and 
custodial services for the City, in accordance with the provisions of Section 53608 of the 
California Government Code. A Safekeeping agreement approved by the City shall be 
executed with each custodian bank prior to utilizing that bank’s related services. To protect 
against fraud, embezzlement, or potential losses caused by collapse of individual 
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securities dealers, all securities owned by the City shall be held in safekeeping by a third 
party bank trust department, acting as agent for the City under the terms of a custody 
agreement or PSA agreement (repurchase agreement collateral). All trades executed by 
a dealer will settle delivery vs. payment (DVP) 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 instructions ensures accurate and timely 
settlement of investment security transactions. Standing settlement instructions are 
restricted in nature, ensuring investment settlements are with established institutions.

XII. INVESTMENT PROCEDURES MANUAL

The City Treasurer will maintain an Investment Procedures Manual. The purpose of this 
manual is to provide both current operational details, and a central point of reference, with 
respect to Treasury Departmental operations associated with the placement, settlement 
and clearance of all City Investments.  The Investment Procedures Manual serves as an 
operational complement to the City's Statement of Investment Policy, which, per Section 
XV of this Investment Policy, is to be reviewed on an annual basis by both the City Council 
and the Budget and Finance Commission. The City's Independent Auditors will also be 
provided with a current copy of both the Statement of Investment Policy and the 
Investment Procedures Manual on an annual basis.

XIII. INVESTMENT INTERNAL CONTROLS

The City Treasurer will maintain a system of internal investment controls and segregation 
of responsibilities of investment functions in order to assure an adequate system of 
internal control over the investment function.

Internal controls over investment transactions include a separation of duties so no one 
person is selecting, executing, and monitoring investment transactions. Investment 
transactions are reviewed each year by the City's external auditor to ensure internal 
controls, including compliance with policies, procedures, and applicable laws.

XIV. DELEGATION OF AUTHORITY

The Charter of the City of Redondo Beach and the authority granted by City Council assign 
the responsibility of investing unexpended surplus cash to the City Treasurer. In the 
absence of the City Treasurer, the authority to execute investment transactions will be 
restricted to the Deputy City Treasurer, or other City Treasurer designee, after notification 
to both the City Council and the Budget and Finance Commission.

XV. ANNUAL POLICY REVIEW AND ADOPTION

This Investment Policy shall be reviewed annually by both the Budget and Finance 
Commission and the City Council to ensure its consistency with the overall objectives of 
preservation of Principal, Liquidity, and Yield, its relevance to current financial and
economic trends, and ability to meet the cash flow operational needs of the City. As part 
of the City Council's annual review of the City's Statement of Investment Policy, and in 
accordance with the requirements of the California Government Code, the City Council 
will adopt the City's Statement of Investment Policy, inclusive of amendments, on an 



City of Redondo Beach Investment Policy Fiscal Year 2020     16 

annual basis. To ensure that the Statement of Investment Policy meets continued high 
standards of legal compliance and reporting excellence, the City Treasurer will submit the 
Statement of Investment Policy to the California Municipal Treasurer’s Association or the 
Association of Public Treasurers of the United States and Canada for review and 
recertification no sooner than every three years, nor later than every five years.

XVI. INDEMNIFICATION OF INVESTMENT OFFICIALS

To the fullest extent permitted by law, no investment officer exercising his or her assigned 
authority with due diligence and prudence, and that acts in accordance with the City's 
Investment Policy, shall be held personally liable for any individual investment losses or 
for total Pool losses.
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EXHIBIT B 

REGISTERED INVESTMENT ADVISOR AND LIST OF QUALIFIED BROKERS FROM 
WHICH THE CITY MAY PURCHASE INVESTMENTS 

 

Registered Investment Advisor:  Rick Phillips, FHN Financial Main Street Advisors  

Qualified Brokers:  FHN Financial Main Street Advisors maintains an approved list of 
qualified Broker Dealers, which will be used in transacting business with the City of 
Redondo Beach. 

City Investment Policy Annual Review:  August 18, 2020 

Budget and Finance Commission Review:  June 10, 2021 

City Investment Policy Annual Adoption:  August 18, 2020  
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GLOSSARY 
 
 
Source is from the California Debt and Investment Advisory Commission Local 
Agency Investment Guidelines. 
 
 

See attached. 
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