
Finance Department 

January 14, 2004 

Ms. Shirley Opie, Assistant Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95814 

City of Tustin 
300 Centennial Way 

Tustin, CA 92780 

Director 
(714) 573-3061 

Secretary 
(714) 573-3060 

Water Billing 
(714) 573-3075 

FAX (714) 832-0825 

RE: Incorrect Reduction Claim for the City of Tustin, 02-9635802-1-47 

Dear Ms. Opie: 

The following documents are enclosed for your review. Thank you. 

1. Declaration of Larry Schutz 

2. Copies of Quarterly Investment Reports from fiscal years 1995-96, 1996-97, 1997-98 
and 1998-99 

3. Copies of the City of Tustin Investment Policy adopted in 1993, 1996, 1997, 1998 
and 1999 

Sincerely,_ 

~;7~~q-
Larry Schutz 
Assistant Finance Director 

LS:ts 

Attachments 

LS:CommissionOnStateMandatesCoverPage.doc 

RECEIVED 
JAM 16 ioo11 

COMMISSION ON 
~TiL\T~ l\n~J\:'~t"ll"~C 



Finance Department 

Ms. Shirley Opie, Assistant Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95814 

City of Tustin 
300 Centennial Way 

Tustin, CA 92780 

Director 
(714) 573-3061 

Secretary 
(714) 573-3060 

Water Billing 
(714) 573-3075 

RE: Incorrect Reduction Claim for the City of Tustin, 02-9635802-1-47 FAX (714) 832-0825 

I, Larry Schutz, make the following declarations: 

1. I am an employee of the City of Tustin Finance Department and am over the age of 18 years. 
2. I am currently employed as Assistant Finance Director and have been so for the past 17 years. 
3. As a manager of the Finance Department, I have access to and am involved in processing of 

claims for reimbursement for expenditures mandated by the State. 
4. I am a duly authorized custodian of records or other qualified witness with authority to certify 

such records. 
5. Any attached copies of records are true copies of records as retained at our place of business. 
6. The records were prepared by the personnel of our office in the ordinary course of business at 

or near the time of the act, condition or event. 
7. The records include a copy of quarterly investment reports from fiscal years 1995-96, 1996-97, 

1997-98 and 1998-99. 
8. Also included are copies of the City of Tustin Investment Policy adopted in 1993, 1996, 1997, 

1998 and 1999. 

I do declare that the above declarations are made under penalty of perjury and are true and correct 
to the best of my knowledge, and that such knowledge is based on personal observation, 
information or belief. 

Date: January 14, 2004 

City of Tustin 

LS:CommissionOnStateMandatesReflncorrectReductionClaim.doc 

RECEl\IED 
JAN I b 2.00~ 

COMMISSION ON 
~T1\ TJ:: l\JIANnA !l'.?'~ 
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DATE: APRIL 30, 1996 

TO: HONORABLE MAYOR OF THE CITY COUNCIL 

FROM: G. W. JEFFRIES, 

SUBJECT: INVESTMENT REPORT 

Attached is our initial quarterly Investment Report, "rendered" 
within thirty days as required by Senate Bill 564. 

Please notice the revised format, which now shows a summary of 
various categories and totals, as well as several statements now 
required. Attachments .include the detailed list of investments, 
graphics, and a glossary. 

You also will notice the balances of Deferred Compensation accounts 
and various bond proceeds issues are prior to 3-31-96. They are as 
timely as we can manage. 

We expect to agendize all quarterly Investment Reports as soon as 
possible within thirty days. 

Please call me at 573-3064 or 838-4187 if I may be of further 
assistance. 

GWJ:lnvRept1.Apr 
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CITY OF TUSTIN INVESTMENT REPORT 

SUMMARY 
QUARTER ENDING 

MARCH 31, 1996 

Allowable Original Current Current 
Maximum Portion of Purchase Book Market Current 

DESCRIPTION Maturi~ Portfolio Total Value Value Concentration 
CITY OF TUSTIN: 

llme Deposits 5yrs No Limit $0 $0 $0 0.00% 
Negotiated Deposits (CD's) 5yrs 10% $0 $0 $0 0.00% 
Commercial Paper 90 days 25% $0 $0 $0 0.00% 
Bankers Acceptances 180 days 25% $0 $0 $0 0.00% 
Corporate Notes 5yrs 10% $974,252 $928,906 $929,005 2.35% 
Federal Agency Bonds or Notes 5yrs 25% $10,651 ,811 $10,369,391 $9,775,492 26.22% 
US Treasury Bills/Bonds/Notes 5 yrs No Limit· $2,021,360 $2,017,088 $2,038,120 5.10% 
Cash NIA NIA $594,516 $594,516 $594,516 1.50"/o 
Deferred Compensation NIA N/A $6,185,024 $6,185,024 $6,185,024 15.64% 
Cash with Fiscal Agents N/A N/A $1,703,012 $1,703,012 $1,703,012 4.31% 
LocalAgencylnvestmentFund NIA . NIA $17,753,352 $17,753,352 $17,753,352 44.89% 

$39,883,327 $39,551 ,289 $38,978,521 100.00% 

PERFORMANCE MEASUREMENT: 
Average CITY Portfolio Life (Years): 1.03 
Average Portfolio Yield: 4.11% 
Current 1 vrTreasurv: 5.21% 

TUSTIN REDEVELOPMENT AGENCY: 
Time Deposits 5yrs No Limit $2,250,000 $2,250;000 $2,250,000 9.63% 
Negotiated Deposits (CD's) 5 yrs 10% $0 $0 $0 0.00% 
Commercial Paper 90 days 25% $0 $0 $0 0.00% 
Bankers Acceptances 180 days 25% $0 $0 $0 0.00% 
Corporate Notes 5 yrs 10% $3,035,860 $3,021,516 $2,941,150 12.93% 
Federal Agency Bonds or Notes 5yrs 25% $5,048,798 $4,965,619 $4,645,542 21.25% 
US Treasury Bills/Bonds/Notes 5 yrs No Limit $0 $0 $0 0.00% 
Cash NIA NIA $179,465 $179,465 $179,465 0.77% 
Deferred Compensation NIA NIA $0 $0 $0 0.00% 
Cash with Fiscal Agents NIA NIA $2, 119,769 $2,119,769 $2,119,769 9.07% 
Local Agency Investment Fund NIA NIA $10,825,918 $10,825,918 $10,825,918 46.34% 

$23,459,810 $23,362,287 $22,961 ,844 100.00% 

PERFORMANCE MEASUREMENT: 
Average RDA Portfolio Life (Years): 1.06 
Average Portfolio Yield: 4.66% 
Current 1 vr Treasurv: 5.21% 

TOTAL CITY/RDA INVESTMENTS: $62,913,576 $61 ,940,365 













































DESCRIPTION 

CITY OFTUSTIN: 
Time Deposits 

Negotiable Certificates of Deposit 
Commercial Paper 

Bankers Acceptances 
Other Investments 

Federal Agencies 
U. S. Treasuries 

Cash 

Deferred Compensation * 
Cash with Fiscal Agents * 
Local Agency Investment Fund 

TUSTIN REDEVELOPMENT AGENCY: 
Time Deposits 

Negotiable Certificates of Deposit 

Commercial Paper 

Bankers Acceptances 
Corporate Notes 

Other Investments 
Federal Agencies 

U. S. Treasuries 
Cash 

Cash with Fiscal Agents * 
Local Agency Investment Fund 

CITY OFTUST/IV /IVVESTJlllENT REPORT 

SUMMARY 
QUARTER ENDING 

MARCH 31,1999 
(Unaudited) 

Allowable Original Current 

Maximum Portion of Purchase Book 

Maturity Portfolio Total Value 

5 yrs No Limit $0 $0 

5 yrs 10% $0 $0 

90 days 25% $0 $0 
180 days 25% $0 $0 

5 yrs No Limit $4,689,670 $4,689,670 
5yrs 50% 14,039,512 $14,039,512 

5yrs No Limit $3,997,220 $3,997,220 

N/A N/A $4,569,193 $4,569,193 

N/A N/A $9,074,548 $9,074,548 

N/A N/A $18,977,269 $18,977,269 

N/A N/A $28,308,876 $28,308,876 
$83,656,288 $83,656,288 

PERFORMANCE MEASUREMENT: 

Weighted Average Portfolio Life (Days): 191.51 
Weighted Average Portfolio Yield: 5.58% 
Current 6 mos.Treasury: 4.55% 

5 yrs No Limit $0 $0 

5 yrs 10% $0 $0 

90 days 25% $0 $0 

180 days 25% $0 $0 

5 yrs 10% $0 $0 

5 yrs No Limit $1,019,340 $1,019,340 

5 yrs 50% $4,948,851 $4,948,85~ 

5 yrs No Limit $0 $0 

N/A N/A $266,045 $266,045 

N/A N/A $1,101,111 $1,101,111 

N/A N/A $17,669,100 $17,669,100 

$25,004,447 $25,004,447 

PERFORMANCE MEASUREMENT: 

Weighted Average Portfolio Life (Days): 115.46 

Weighted Average Portfolio Yield: 5.48% 

Current 90 day Treasury Bill: 4.50% 

TOTAL CITY/RDA INVESTMENTS: $108,660, 735 

Current 

Market 

Value 

$0 
$0 

$0 
$0 

$4,656,203 

$14,039,645 
$4,010,620 

$4,569,193 

$9,074,548 

$18,977,269 
$28,607,178 

$83,934,656 

$0 

$0 

$0 

$0 

$0 
$1,005,344 

$4,944,272 

$0 
$266,045 

$1,101,111 

$17,855,286 

$25,172,058 

$109,106,714 

* Deferred Compensation and Cash with Fiscal Agents are non·discretionary funds nominally managed by the Treasurer. 

Deferred Compensation is the pre-tax deferral of employees' salary within the restrictions of IRS Code 457. The deferrals are 

self-directed by the employees and are recorded as a liability of the City. 

Cash with Fiscal Agents is the reserve funds and construction funds held by Trustees for various City and RDA bond issues. 

Investment options are limited to those specifically permitted by bond documents. 

Total City funds available for effective active management are: $79,507,807 

Current 

Concentration 

0.00% 

0.00% 
0.00% 

0.00% 
5.61% 

16.78% 

4.78% 

5.46% 

10.85% 
22.68% 

33.84% 

100.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 
4.08% 

19.79% 
0.00% 
1.06% 

4.40% 
70.66% 

100.00% 



CITY OFTl/ST!N IN/IESTIJllENT REPORT 

QUARTERLY 
INVESTMENT SCHEDULE AS OF: 

YIELD 

MARCH 31,1999 
UNAUDITED 

TO PURCHASE MATURITY (1) 
DESCRIPTION-LIMITS MATURITY DATE DATE 

0401-Time Deposits-No Limit ,_J 
_0401-Neg. C~rtlflc~~e of Deposit:;2%,Max 5 E!J 

L 0407-Commercial Paper-25%, Max90 _!!ays J 
0403~Bankers Acceptances-25%, Max 180Da

0

ys 

0405-Feder~I Agencles-50% 

FNMA Discount Notes 
FHLB Discount Notes 
FFCB Discount Notes 
FFCB Discount Notes 
SLMA 
FHLB Discount Notes 
FHLMC 

0407-0ther Investments :J 
State Of California GO Bonds 
Los Angeles County Pension Bonds 

040
0

9-US Tr~ury Bills/Bonds/Notes-No Limit 

Treasury Note 
Treasury Note 

Cash-0101 

Daily-No Limit 

Deferred Compensation 
Deposits with Flscal Agents-' 93 Water COP' s 
Deposits with Flscal Agents-Assess. Dist. 
Deposits with Flscal Agents-Co. Wlde Fln Au th. 
Cash with TCA Trustee 
Local Agency Investment Fund-0402 

4.85% 
4.79% 
4.74% 
5.21% 
5.17% 
5.28% 
5.49% 

01/15/99 
01/15/99 
01/15/99 
03/11/.99 
03/11/99 
03/11/99 
11/05/98 

5.45% 03/30/99 
6.00% 05/14/98 

6.27% 03/31/97 
5.92% 07 /31/97 

3.75% (7) 
N/A (9)* 
N/A (10)• 
N/A (10)* 
N/A (10)* 
3.75% (6)* 
5.21% (11)* 

04/14/99 
07/14/99 
11/10/99 
05/24/00 
08/11/00 
03/02/01 
11/05/03 

09/01/01 
06/30/99 

03/31/99 
07/31/99 

TOTAL CITY INVESTMENTS 

(2) 

ORIGINAL 
PURCHASE 

PRICE 

Current Total: 

Current Total: 

Current Total: 

Current Total: 

$1,976,613 
$1,953,890 
$1,924,586 
$2,194,500 
$1,995,313 
$2,003,672 
$1,990,938 

CurrentTotal: 

$2,650,990 
$2,038,680 

Current Total: 

$1,999,260 
$1,997,960 

Current Total: 

Current Total: 

PERFORMANCE MEASUREMENT: 
• March balances were not available 

at the time this report was prepared. 
Balances reflected are as of February 28. 

Weighted Average Portfolio Life (Days): 
Weighted Average Portfollo Yleld: 
Current 6 mos.Treasury: 

191.51 
5.58% 
4.55% 

(3) 

CURRENT 
BOOK 
VALUE 

so I 
$0 J 
$0 [ 

o.oofil 
(8) 

$1,976,613 
$1,953,890 
$1,924,586 
$2,194,500 
$1,995,313 
$2,003,672 
$1,990,938 

$14,039,512 
__ 17.33%1 

(8) 

$2,650,990 
$2,038,680 
$4,689,670 

5.79i} 
(8) 

$1,999,260 
$1,997,960 
$3,997,220 

'--- • 4.9~%1 (8) 

$4,569,193 
$9,074,548 
$1,157,428 

$11,4 70,515 
$2,482,995 
$3,866,331 

$28,308,876 
$60,929,886 

75.22%1 

$81,005,298 

. (4) 

CURRENT 
MARKET 
VALUE 

$0 

$0 

$0 

$0 

$1,988,400 
$1,964,000 
$1,932,200 
$2,194,500 
$1,995,313 
$2,003,672 
$1,961,560 

$14,039,645 

$2,645,515 
$2,010,688 
$4,656,203 

$2,002,500 
$2,008,120 
$4,010,620 

$4,569,193 
$9,074,548 
$1,157,428 

$11,470,515 
$2,482,995 
$3,866,331 

$28,607,178 
$61,228,188 

$81,289,141 





Finance Department 

I. GENERAL 

PURPOSE 

CITY OF TUSTIN 
STATEMENT OF INVESTMENT POLICY 

City Of Tustin 
15222 Del Amo Avenue 

Tustin, CA 92680 
(714) 544-8890 

FAX (714) 832-0825 

This statement is intended to provide guidelines for the 
prudent investment of the city's temporary idle cash, and 
outline the policies for maximizing the efficiency of the 
City's Cash Management System. The ultimate goal is to 
enhance the economic status of the City while protecting its 
pooled cash. 

SCOPE 

It is intended that this policy cover all funds and investment 
activities under the direct authority of the City. 

OBJECTIVE 

The City's Cash Management system is designed to accurately 
monitor and forecast expenditures and revenues, thus enabling 
the City to invest funds to the fullest extent possible. The 
City investments meet the criteria established for safety and 
liquidity. The investment portfolio will be diversified to 
avoid incurring unreasonable risks regarding specific security 
types or individual financial institutions. 

POLICY 

The City of Tustin operates its temporary pooled idle cash 
investments under the prudent man rule (Civil Code Sec.2261, 
et seq.). The prudent man rule states, in essence, that "in 
investing ..•. property for the benefit of another, a trustee 
shall exercise the judgement and care, under the circumstances 
then prevailing, which men of prudence, discretion and 
intelligence exercise in the management of their own 
affairs .•... " This affords the City a broad spectrum of 
investment opportunities as long as the investment is deemed 
prudent and allowable under current legislation of the State 
.of California (Government Code Section 53600 et seq.) and the 
guidelines established by the following criteria for selecting 
investments and order of priority are: 



l. Safetv. It is the primary duty and responsibility of the 
city, City council, city Treasurer and Director of 
Finance at all times to protect, preserve and maintain 
intact the principal placed in trust with the city on 
behalf of the citizens of the community. 

2. Liguidi ty. An adequate percentage of the portfolio shall 
be maintained in liquid, short-term securities which can 
be converted to cash as necessary. to meet disbursement 
requirements. 

3. Yield. Yield is to be a consideration only after the 
basic requirements of adequate safety and liquidity have 
been met. 

Lea al Investment Autbori ty. Temporarily idle monies shall be 
invested in accordance with State and local laws and 
regulations and this statement of Investment Policy. 

statement of Investment Policy. Each year after review and 
report by the Audit Committee, the Treasurer shall submit to 
the City council a proposed Statement of Investment Policy for 
council consideration and adoption as submitted, or as revised 
by the City Council. 

Cash Purchase Only. All securities shall be purchased on a 
delivery vs payment (DVP) basis only. Securities shall not be 
purchased on margin, credit or for other than full cash 
payment and shall not be pledged as collateral. 

Repurchase Agreements. Funds shall not be invested in 
repurchase or reverse repurchase agreements of any kind. 

Selling securities Prior to Maturity. Generally losses will 
be acceptable on a sale before maturity if the reinvested 
proceeds will earn income with a present value greater than 
the present value of the income that would have been generated 
by the old investment, considering any capital loss or forgone 
interest on the original investment. 

Performance Standards. The investment portfolio will be 
designed to obtain a market-average rate of return during 
budgetary and economic cycles, taking into account the City's 
investment risk constraints and cash flow needs. The market­
average rate of return is defined as the average monthly 
return on three-month Treasury Bills. 
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Monthly Reports. The Treasurer or Chief Fiscal Officer shall 
render a monthly report to the City Manager and the City 
Council, which states its relationship to the Statement of 
Investment Policy. This report is filed with the Chief 
Executive and the Governing Body. Sample attached, Exhibit I. 

Required elements of the monthly report are as follows: 

a. Type of investment. 
b. Institution. 
c. Date of maturity. 
d. Amount of deposit or cost of the security. 
e. Rate of interest. 
f. Statement relating the report to the Statement 

of Investment Policy. 
g. statement that there are sufficient funds to meet 

the next 30 days' obligations. 

II. GUIDELINES. The following ·directions and limitations are 
hereby established to direct and control investment activities 
in such a manner that above-stated goals are achieved. 

Delegation of Authority. California Government code, Section 
53607, provides the authority for the legislative body of the 
local agency to invest the funds of the local agency or to 
delegate that full responsibility to the Treasurer of the 
local agency.Under City of Tustin Ordinance No. 832, the City 
Council has authorized the city Treasurer to invest City funds 
in accordance with California Government Code Section, 53600, 
et.seq. 

Ethics and Conflicts of Interest. The City Treasurer shall 
refrain from personal business activity that could conflict 
with proper execution of the investment program or which could 
impair the ability to make impartial investment decisions. 
The City Treasurer is governed by the Political Reform Act of 
1974 regarding disclosure of material financial interests. 

Investment Transactions. Every investment transaction shall 
be reviewed, authorized and documented by the Treasurer. 

Pooled Cash. Wherever practical, the City's cash shall be 
consolidated into one bank account and invested on a pooled 
concept basis. Interest earnings shall be allocated according 
to fund cash and investment balances. 

3 



Competitive Bids. Purchase and sale of securities shall be 
made on the basis of competitive offers and bids whenever 
practical. 

cash Forecast. The cash flow for the City shall be analyzed 
with the receipt of revenues and maturity of investments 
scheduled so that adequate cash will 



c. Local Agency Investment Fund (State Pool) demand account. 

d. Orange County Treasury Co-mingled Pool (County) demand 
account, but not in excess of· ten (10%) percent of 
invested funds at the time of deposit.· 

e. Commercial Bank Time Drafts (Banker's Acceptances), 
highest letter and numerical long term debt ratings by 
Moody's or Standard and Poors, AA or equivalent, o.8 87 151.8 486j
15.3k Commercial 8v0 116.k 





error, misrepresentation by third parties, unanticipated 
changes in financial markets, or imprudent action by employees 
and officers of the city of Tustin. 

The City strives to maintain the level of investment of all 
funds as near 100 percent as possible, through daily and 
projected cash flow determinations. Idle cash management and 
investment transactions are the responsibility of the City 
Treasurer. The basic premise underlying the City's investment 
philosophy is, and will continue to be, to insure that money 
is always safe and available when 





opportunities as long as the investment is deemed prudent and 
allowable under current legislation of the State of California 
(Government Code Section 53600 et seq.) and the guidelines 
established by the following prioritized criteria for selecting 
investments: 

1. Safety. It is the primary duty and responsibility of the 
City, City Council, City Treasurer and Director of Finance at all 
times to protect, preserve and maintain intact the principal placed 
in trust with the City on behalf of the citizens of the community. 

2. Availability. An adequate percentage of the portfolio shall 
be maintained in liquid, short-term securities which can be 
converted to cash as necessary to meet disbursement requirements. 

3. Yield. Yield is to be a consideration only after the basic 
requirements of ade_quate safety and liquidity have been met. 

Legal Investment Authority. Temporarily idle monies shall be 
invested in accordance with State and local laws and regulations 
and this Statement of Investment Policy. 

Statement of Investment Policy. Each year after review and report 
by the Audit Committee, the Treasurer shall submit to the city 
Council a proposed statement of Investment Policy for Council 
consideration and adoption as submitted, or as revised by the City 
council. 

cash Purchase Only. All securities shall be purchased on a 
delivery vs payment (DVP) basis only. Securities shall not be 
purchased on margin, credit or for other than full cash payment and 
shall not be pledged as collateral. 

Repurchase Agreements. Funds shall not be directly invested in 
repurchase or reverse repurchase agreements. 

Selling Securities Prior to Maturity. Generally losses will be 
acceptable on a sale before maturity if the reinvested proceeds 
will earn income with a present value greater than the present 
value of . the income that would have been generated by the old 
investment, considering any capital loss or foregone interest on 
the original investment. 

Performance standards. The investment portfolio will be designed 
to obtain a market-average rate of return during budgetary and 
economic cycles, taking into account the City's investment risk 
constraints and cash flow needs. The market-average rate of return 
is defined as the U.S. Treasury note yield which most closely 
matches the average portfolio LIFE as stated on the· nonthly 
investment report, using a 12 month moving average. 
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ouarterly Reports. The Treasurer shall render a quarterly report 
to the City Council, City Manager and internal and external 
auditors, which states its relationship to the Statement of 
Investment Policy. Sample attached, Exhibit I. 
Required elements of the quarterly report are as follows: 

a. Type of investment. 
b. Institution. 
c. Date of maturity. 
d. Amount of deposit or cost of the security. 
e. Rate of interest. 
f. statement relating the report to the Statement of 

Investment Policy. 
g. Statement that there are sufficient funds to meet the 

next 6 months' obligations. 
h. The current book value. 
i. The current market value. 
j. Average portfolio life. 
k. Average portfolio yield. 
1. Current treasury yield that most closely matches 

average portfolio life. 

Reports of the state Treasurer's Local Agency Investment Fund shall 
be accepted in lieu of subparagraphs a. through 1. to support City 
deposits in the Fund. 

II. GUIDELINES. The following directions and limitations are 
hereby established to direct and control investment activities in 
such a manner that above-stated goals are achieved. 

Delegation of Authority. California Government Code, Section 
53607 provides the authority for the legislative body of the local 
agency to invest funds of the local agency or to delegate that full 
responsibility to the Treasurer of the local agency. Under City of 
Tustin Ordinance No. 832, the City Council has authorized the City 
Treasurer to invest City funds in accordance with California 
Government Code Section 53600, et. seq. 

Ethics and Conflicts of Interest. The City Treasurer shall refrain 
from personal business activity that could conflict 
with proper execution of the investment program or which could 
impair the ability to make impartial investment decisions. The 
City Treasurer is governed by Government Code Section 1090 et. seq.; 
the Political Reform Act of 1974 regarding disclosure of material 
financial interests; disqualification requirements and the City's 
gift regulation. 

Investment Transactions. Every investment transaction shall be 
reviewed, authorized and documented by the Treasurer. 

3 



Pooled Cash. Wherever practical, the City's cash shall be 
consolidated into one bank account and invested on a pooled 
concept basis. Interest earnings shall be allocated 





Diversification. The portfolio shall consist of a mix of the 
various types of securities approved by statute and this Statement 
of Investment Policy as well as a mix of issuers and maturities. 

Safekeeping. Securities purchased from broker/dealers shall be 
held in third party safekeeping by the trust department of the 
local agency's bank, or by other third party trustee designated by 
the Treasurer. Said securities shall be held in the 



The City of Tustin Audit Committee shall review the city's 
Investment Policy with the City Treasurer at least annually. 
Exceptions to the policy shall receive prior approval of the Audit 
Committee. Proposed amendments will be brought ·to the City 
Council for final action upon the recommendation of the Committee. 

Approved by the Audit Committee: 3-21-96 
Adopted by the City Council: 4-1-96 

EmpOp1:96Newlnv.Apr 
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Quarterly Reports. The Treasurer shall 



Investment Transactions. Every investment transaction shall be 
reviewed, authorized and documented by the Treasurer. 

Pooled cash. Wherever practical, the City's cash shall be 
consolidated into one bank account and invested on a pooled basis. 
Interest earnings shall be allocated according to each fund's cash 
balance as required. 

competitive Bids. Purchase and sale of securities shall be made on 
the basis of documented competitive offers and bids whenever 
practical. Documented opinions of reasonableness are acceptable 
substitutes if necessary. 

cash Forecast. 
the receipt of 
that adequate 
requirements. 

The cash flow for the City shall be analyzed with 
revenues and maturity of investments scheduled so 
cash will be available to meet disbursement 

Investment Limitations. Security purchases, deposits and holdings 
shall be maintained with statutory limits imposed by the California 
Government Code and shall include only the following: 

a. Certificates of Deposit (or time deposits) of less than 
$100,000 may be placed with commercial banks, savings and loan 
institutions and federally insured industrial loan companies 
(with a percentage of equity to assets of not less than three 
( 3) percent to the extent they are fully insured by the 
Federal Deposit Insurance Corporation or the Federal savings 
and Loan Insurance Corporation as required by the Government 
Code). Deposits in excess of be 



c. Government-sponsored pools, such as California State 
Treasurer's Local Agency Investment Fund (LAIF), and Mutual 
Funds, as authorized by California Government Code section 
53601 et seq. if in the judgment of the Treasurer, they meet 
MTA of US&C suggested due diligence standards, or are rated in 
the highest category by a nationally recognized rating 
service. 

d. Commercial Bank Time Drafts (Bankers Acceptances), highest 
letter and numerical short term debt ratings by Moody's or 
standard and Poors, Al or Pl or equivalent; but not in excess 
of twenty-five (25) percent of invested funds at the time of 
purchase with a maximum maturity of one hundred and eighty 
(180) days. 

e. Corporate notes of a maximum maturity of five (5) years 
remaining to stated final maturity, issued by corporations 
organized and operating within the U.S. or by depository 
institutions licensed by the U.S. or any State, and operating 
within the U. s. Notes eligible for investment under this 
subdivision shall have a long term debt rating of AA or its 
equivalent by Moody's or standard and Poors. Purchases may 
not exceed ten (10) percent of invested funds at the time of 
purchase. 

f. Federal Agency bonds or notes, but not in exces.s of fifty ( 50) 
percent of invested funds at time of purchase with a maximum 
maturity of five (5) years remaining to stated final maturity. 

q. U.S. Treasury securities not exceeding five (5) years to final 
maturity. 

h. Investment Contracts. Bond proceeds may be placed in 
investment contracts if authorized by borrowing documents. 
Guarantors of such contracts shall have at least an AA rating 
by two major investment services. Contracts shall contain 
market value protection in case of downgrading by including 
delivery of cash or Treasury securities, at the election of 
the City. 

i. Mutual Funds. Money market mutual funds as permitted by 
California Government Code 5360l(k) are authorized if deemed 
appropriate by the Treasurer after due diligence similar to 
Investment Limitations (subparagraph c). 

Liquidity. The marketability (salability) of a security shall be 
considered at the time of purchase since the security may have to 
be sold at a later date to meet an unanticipated cash demand. 
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Maturity Limitations. As a· general rule, intermediate-term 
maturities shall not represent a significant percentage of the 
total portfolio. Unless previously authorized by City Council, no 
investment may have a term final stated maturity longer than five 
(5) years. At the time of purchase, holdings with maturities 
greater than one (1) year shall not exceed thirty-five (35) percent 
of the total portfolio. 

Collateral. Collateral requirements are addressed in California 
Government Code Section 53652. All.active and inactive deposits 
must be secured at all times with eligible securities in securities 
pools pursuant to Sections 53656 and 53657. Eligible securities 
held as collateral shall have a market value in excess of the" total 
amount of all deposits of a depository as follows: 

--government securities at least 110 percent. · 
--mortgage backed securities, at least 150 percent. 

Authorized Broker/Dealers. Investments shall be transacted only 
through Authorized Broker/Dealers which have been reviewed and 
approved by the Treasurer for reliability, credit worthiness and 
trustworthiness. 

Diversification. The portfolio shall consist of various types of 
securities approved by statute and this Statement of Investment 
Policy, as well as varied issuers and maturities. 

Safekeeping. Securities purchased from broker/dealers shall be 
held in third party safekeeping by the trust department of the 
local agency's bank, or by other third party trustee designated by 
the Treasurer. Said securities shall be held in the name of the 
city with the trustee executing agreements and confirmations of 
investment transactions as directed by the City Treasurer. 

III. STRATEGY~ strategy refers to the plan to manage financial 
resources in the most advantageous manner. 

Economic Forecasts. The Treasurer periodically may obtain economic 
forecasts from economists and financial experts through bankers and 
broker/dealers in order to assist in the formulation of investment 
plans. 

Implementing Investment strategy. The Treasurer shall execute 
investment transactions which conform to current and anticipated 
cash requirements, interest rate trends, and stated investment 
strategy. 
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Relationships. The Treasurer shall maintain a close working 
relationship with the departments of the City to anticipate and 
accommodate disbursements of city funds. For liquidity planning 
purposes, Department Heads shall apprise the Treasurer when large 
expenditures (over $500,000) are anticipated. 

Preserve Portfolio Value. The Treasurer shall develop an 
investment strategy that maintains earnings near the market and 
preserves the value of the City's portfolio. , 

Internal Controls. The Finance Department shall establish a system 
of internal controls which shall be reviewed annually, with the 
independent Auditor. The controls shall be designed to prevent 
losses of public funds arising from fraud, ·employee error, 
misrepresentation by third parties, unanticipated changes in 
financial markets, or imprudent action by employees and officers of 
the City of Tustin. 

The City attempts to invest 100% of all available funds through 
daily and projected cash flow determinations and after 
consideration of bank requirements for clearings and services. 
Management of idle cash and investment transactions is the 
responsibility of the City Treasurer. The City's investment 
philosophy is to insure that money is always safe and available 
when needed. 

The City of Tustin Audit Committee shall review the City's 
Investment Policy with the City Treasurer at least annually. 
Exceptions to the policy shall receive prior approval of the Audit 
Committee. Proposed amendments will be brought to the City 
Council for final action upon the recommendation of the Committee. 

Adopted by the City Council: 4-7-97 

EmpOp:InvPol97.FIN 
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Finance Department 

City of Tustin 

I. GENERAL. 

PURPOSE 

CITY OF TUSTIN 
STATEMENT OF INVESTMENT POLICY 

300 Centennial Way 
Tustin, CA 92780 

Director 
(714) 573-3061 

Secretary 
(714) 573-3060 

Water Billing 
(714) 573-3075 

FAX (714) 832-0825 

This statement is intended to provide guidelines for the investment of the City's temporary idle 

cash, and to outline the policies for maximizing the efficiency of the City's Cash Management 

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

pooled cash. It is the intent of the City Council that all deposit and investment activities 

authorized by this policy shall be at the sole discretion of the City Treasurer as to selection and 

appropriateness. 

SCOPE 

It is intended that this policy cover all funds and investment activities under the direct authority 

of the City. 

OBJECTIVE 

The City's Cash Management System is designed to monitor and forecast expenditures and 

revenues, thus enabling the City to invest funds to the fullest extent possible. The City 

investments meet the criteria established for safety and availability. The investment portfolio 

will be diversified to avoid incurring unreasonable risks regarding specific security types or 

individual financial institutions. 
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POLICY 

The City of Tustin operates its temporary pooled idle cash investments under the prudent man 
rule (Civil Code Sec. 2261, et seq. and Government Code Section 53600.3). The prudent man 
rule states, in essence, that "in investing .... property for the benefit of another, a trustee shall 
exercise the judgment a.nd care, under the circumstances then prevailing, which men of 
prudence, discretion and intelligence exercise in the management of their own affairs .... " This 
affords the City a broad spectrum of investment opportunities so long as the investment is 
deemed prudent and allowable under current legislation of the State of California (Government 
Code Section 53600 et seq.) and the guidelines established by the following prioritized criteria 
for selecting investments: 

1. Safety. It is the primary duty and responsibility of the City, City Council, City Treasurer 
and Director of Finance at all times to protect, preserve and maintain intact the principal placed 
in trust with the City on behalf of the citizens of the community. 

2. Availability. An adequate percentage of the portfolio shall be maintained in liquid, 
short-term securities which can be converted to cash as necessary to meet disbursement 
requirements. 

3. Yield. Yield is to be a consideration only after the basic requirements of adequate 
safety and availability have been met. 

Legal Investment Authority. Temporarily idle monies shall be invested in accordance with 
State and local laws and regulations and this Statement of Investment Policy. 

Statement of Investment Policy. Each year after review and report by the Audit Committee, 
the Treasurer shall submit to the City Council a proposed Statement of Investment Policy for 
Council consideration and adoption as submitted, or as revised by the City Council. 

Cash Purchase Only. All securities shall be purchased on a delivery vs payment (DVP) basis 
only. Securities shall not be purchased on margin, credit or for other than full cash payment 
and shall not be pledged as collateral. 

Reverse Repurchase Agreements. Funds shall not be invested directly in reverse 
repurchase agreements. 

Selling Securities Prior to Maturity. Generally, losses will be acceptable on a sale before 
maturity if the reinvested proceeds will earn income with a present value greater than the 
present value of the · income that would have been generated by the old investment, 
considering any capital loss or foregone interest on the original investment. 

Performance Standards. The investment portfolio will be designed to obtain a market­
average rate of return during budgetary and economic cycles, taking into account the City's 
investment risk constraints and cash flow needs. The market-average rate of return is defined 
as the U.S. Treasury security yield which most closely matches the. portfolio's weighted 
average maturity (WAM) as stated on the monthly investment report, using a 12-month moving 
average. 
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Quarterly Reports. The Treasurer shall render a quarterly report to the City Council, City 
Manager and internal and external auditors, which states its relationship to the Statement of 
Investment Policy. Sample attached, Exhibit I. 

Required elements of the quarterly report are as follows: . 

a. Type of investment. 
b. Institution. 
c. Date of maturity. 
d. Amount of deposit or cost of the security. 
e. Rate of interest. 
f. Statement relating the report to the Statement of Investment Policy. 
g. Statement that there are sufficient funds to meet the next 6 months' 

obligations. 
h. The current book value. 
i. The current market value. 
j. Average portfolio life. 
k. Average portfolio yield. 
I. Current treasury yield that most closely matches average portfolio life. 

Reports of the State Treasurer's Local Agency Investment Fund (LAIF) or other qualified funds 
shall be accepted in lieu of subparagraphs a. through I. to support City deposits in the funds. 
The Treasurer also shall render a monthly report of investment transactions. Sample attached, 
Exhibit II. 

II. GUIDELINES. The following directions and limitations are established hereby to direct and 
control investment activities in such a manner that above-stated goals are achieved. 

Delegation of Authority. California Government Code, Section 53607 provides the.authority 
for the legislative body of the local agency to invest funds of the local agency or to delegate 
that full responsibility to the Treasurer of the local agency. Under City of Tustin Ordinance No. 
832, the City Council has authorized the City Treasurer to invest City funds in accordance with 
California Government Code Section 53600, et. seq. 

Ethics and Conflicts of Interest. The City Treasurer shall refrain from personal business 
activity that could conflict with proper execution of the investment program or which could 
impair the ability to make impartial investment decisions. The City Treasurer is governed by 
Government Code Section 1090 et.seq.; the Political Reform Act of 197 4 regarding disclosure 
of material financial interests; disqualification requirements and the City's gift regulation. 

Investment Transactions. Every investment transaction shall be reviewed, authorized and 
documented by the Treasurer. 

Pooled Cash. Wherever practical, the City's cash shall be consolidated into one bank account 
and invested on a pooled basis. Interest earnings shall be allocated according to each fund's 
cash balance as required. 
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Competitive Bids and Offers. Purchase and sale of securities shall be made on the basis of 
documented competitive offers and bids whenever practical. Documented opinions of 
reasonableness are acceptable substitutes if necessary. 

Cash Forecast. The cash flow for the City shall be analyzed with the receipt of revenues and 
maturity of investments scheduled so that adequate cash will be available to meet 
disbursement requirements. 

Investment Limitations. Security purchases, deposits and holdings shall be maintained with 
statutory limits imposed by the California Government Code and shall include only the 
following: 

a. Certificates of Deposit (or time deposits) of less than $100,000 may be placed with 
commercial banks, savings and loan institutions and federally insured industrial loan 
companies (with a percentage of equity to assets of not less than three (3) percent to 
the extent they are fully insured by the Federal Deposit Insurance Corporation or the 
Federal Savings and Loan Insurance Corporation as required by the Government 
Code). Deposits in excess of $100,000 may be made based on a full evaluation of 
financial soundness of the depository and approved collateral at the required 
percentage of market value in accordance with California Government Code Section 
53651 and 53652. Evaluation of financial soundness shall be based on a minimum 
equity to asset ratio of three (3) percent; $100 million of assets minimum; continued 
profitability with a minimum rating service rating of A or better. The maximum deposit 
per institution shall not exceed the lesser of $1 million, or ten (10) percent of the bank's 
capital (or equity account as measured by Findley's Bank-A-Lert Report). Total non­
insured deposits shall not exceed ten (10) percent of invested funds and limited to a 
maximum maturity of one year. 

b. Prime quality Commercial Paper, highest letter and numerical short term debt ratings 
by Moody's or Standard and Poors, A 1 or P1 or equivalent; but not to exceed twenty­
five (25) percent of invested funds at the time of purchase and limited to a maximum 
maturity of ninety (90) days. Average weighted maturity shall not exceed 31 days if 
Commercial Paper exceeds fifteen (15) percent of total portfolio assets. 

c. Government-sponsored pools, such as California State Treasurer's _Local Agency 
Investment Fund (LAIF), and Mutual Funds, as authorized by California Government 
Code section 53601 et seq. if in the judgment of the Treasurer, they meet MTA of 
US&C suggested due diligence standards, or are rated in the highest category by a 
nationally recognized rating service. 

d. Commercial Bank Time Drafts (Bankers Acceptances), highest letter and numerical 
short term debt ratings by Moody's or Standa.rd and Poors, A 1 or P1 or equivalent; but 

.· not in excess of twenty-five (25) percent of invested funds at the time of purchase with 
a maximum maturity of one hundred and eighty (180) days. · 
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e. Corporate notes of a maximum maturity of five (5) years remaining to stated final 
maturity, issued by corporations organized and operating within the U..S. or by 
depository institutions licensed by the U.S. or any State, and operating within the U.S. 
Notes eligible for investment under this subdivision shall have a long term debt rating of 
AA or its equivalent by Moody's or Standard and Poors. Purchases may not exceed 
ten (10) percent of invested funds at the time of purchase. 

f. Federal Agency bonds or notes, but not in excess of fifty (50) percent of invested funds 
at time of purchase with a maximum maturity of five (5) years remaining to stated final 
maturity. 

g. U.S. Treasury securities not exceeding five (5) years to final maturity. 

h. Investment Contracts. Bond proceeds may be placed in investment contracts if 
authorized by borrowing documents. Guarantors of such contracts shall have at least 
an AA rating by two major investment services. Contracts shall contain market value 
protection in case of downgrading by including delivery of cash or Treasury securities, 
at the election of the City. 

i. Mutual Funds. Money market mutual funds as permitted by California Government 
Code 53601 (k) are authorized if deemed appropriate by the Treasurer after due 
diligence similar to Investment Limitations (subparagraph c). 

Liquidity. The marketability (salability) of a security shall be considered at the time of 
purchase since the security may have to be sold at a later date to meet an unanticipated cash 
demand. 

Maturity Limitations. As a general rule, intermediate-term maturities shall not represent a 
significant percentage of the total portfolio. Unless previously authorized by City Council, no 
investment may have a term final stated maturity longer than five (5) years. At the time of 
purchase, holdings with maturities greater than one (1) year shall not exceed thirty-five (35) 
percent of the total portfolio. 

Collateral. Collateral requirements are addressed in California Government Code Section 
53652. All active and inactive deposits must be secured at all times with eligible securities in 
securities pools pursuant to Sections 53656 and 53657. Eligible securities held as collateral 
shall have a market value in excess of the total amount of all deposits of a depository as 
follows: 

--government securities at least 110 percent. 
--mortgage backed securities, at least 150 percent. 

Authorized Broker/Dealers. Investments shall be transacted only through Authorized 
Broker/Dealers which have been reviewed and approved by the Treasurer for reliability, credit 
worthiness and trustworthiness. 

Diversification. The portfolio shall consist of various types of securities approved by statute 
and this Statement of Investment Policy, as well as varied issuers and maturities. 
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Safekeeping. Securities purchased from broker/dealers shall be held in third party 
safekeeping by the trust department of the local agency's bank, or by other third party trustee 
designated by the Treasurer. Said securities shall be held in the name of the City with the 
trustee executing agreements and confirmations of investment transactions as directed by the 
City Treasurer. · 

Ill. STRATEGY. Strategy refers to the plan to manage financial resources in the most 
advantageous manner. 

Economic Forecasts. The Treasurer periodically may obtain economic forecasts from 
economists and financial experts through bankers and broker/dealers in order to assist in the 
formulation of investment plans. 

Implementing Investment Strategy. The Treasurer shall execute investment transactions 
which conform to current and anticipated cash requirements, interest rate trends, and stated 
investment strategy. 

Relationships. The Treasurer shall maintain a close working relationship with the 
departments of the City to anticipate and accommodate disbursements of City funds. For 
liquidity planning purposes, Department Heads shall apprise the Treasurer when large 
expenditures (over $500,000) are anticipated. 

Preserve Portfolio Value. The Treasurer shall develop an investment strategy that maintains 
earnings consistent with defined "Performance Standards" (page 2) and preserves the value of 
the City's portfolio. 

Internal Controls. The Finance Department shall establish a system of internal controls which 
shall be reviewed annually, with the independent Auditor. The controls shall be designed to 
prevent losses of public funds arising from fraud, employee error, misrepresentation by third 
parties, unanticipated changes in financial markets, or imprudent action by employees and 
officers of the City of Tustin. The Finance Department will maintain the City's Investment 
Records in compliance with Government Accounting Standards Board Rule 31 (GASS 31 ). 

The City attempts to invest 100% of all available funds through daily and projected cash flow 
determinations and after consideration of bank requirements for clearings and services. 
Management of idle cash and investment transactions is the responsibility of the City 
Treasurer. The City's investment philosophy is to insure that money is always safe and 
available when needed. 

The City Treasurer shall annually review the City's Investment Policy with the City of Tustin 
Audit Committee. Proposed amendments will be brought to the City Council for final action 
upon the recommendation of the City Treasurer. 

Adopted by the City Council: 6-1-98 

GWJ:lnvestmen!Pollcy98.doc 
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Finance Department 

I. GENERAL. 

PURPOSE 

CITY OF TUSTIN 
STATEMENT OF INVESTMENT POLICY 

City of Tustin 
300 Centennial Way 

Tustin, CA 92780 

Director 
(714) 573-3061 

Secretary 
(714) 573-3060 

Water Billing 
(714) 573-3075 

. FAX (714) 832-0825 

This statement is intended to provide guidelines for the investment of the City's temporary idle 

cash, and to outline the policies for maximizing the efficiency of the City's Cash Management 

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

pooled cash. It is the intent of the City Council that all deposit and investment activities 

authorized by this policy shall be at the sole discretion of the City Treasurer as to selection and 

appropriateness. 

SCOPE 

It is intended that this policy cover all funds and investment activities under the direct authority 

of the City. 

OBJECTIVE 

The City's Cash Management System is designed to monitor and forecast expenditures and 

revenues, thus enabling the City to invest funds to the fullest extent possible. The City 

investments meet the criteria established for safety and availability. The investment portfolio 

will be diversified to avoid incurring unreasonable risks regarding specific security types or 

individual financial institutions. 
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POLICY 

The City of Tustin operates its temporary pooled idle cash investments under the prudent man 
rule (Civil Code Sec. 2261, et seq. and Government Code Section 53600.3). The prudent man 
rule states, in essence, that "in investing .... property for the benefit of another, a trustee shall 
exercise the judgment and care, under the circumstances then prevailing, which men of 
prudence, discretion and intelligence exercise in the management of their own affairs .... " This 
affords the City a broad spectrum of investment opportunities so long as the investment is 
deemed prudent and allowable under current legislation of the State of California (Government 
Code Section 53600 et seq.) and the guidelines established by the following prioritized criteria 
for selecting investments: 

1. Safety. It is the primary duty and responsibility of the City, City Council, City Treasurer 
and Director of Finance at all times to protect, preserve and maintain intact the principal placed 
in trust with the City on behalf of the citizens of the community. 

2. Availability. An adequate percentage of the portfolio shall be maintained in liquid, 
short-term securities which can be converted to cash as necessary to meet disbursement 
requirements. 

3. Yield. Yield is to be a consideration only after the basic requirements of adequate 
safety and availability have been met. 

Legal Investment Authority. Temporarily idle monies shall be invested in accordance with 
State and local laws and regulations and this Statement of Investment Policy. 

Statement of Investment Policy. Each year after review and report by the Audit Committee, 
the Treasurer shall submit to the City Council a proposed Statement of Investment Policy for 
Council consideration and adoption as submitted, or as revised by the City Council. 

Cash Purchase Only. All securities shall be purchased on a delivery vs payment (DVP) basis 
only. Securities shall not be purchased on margin, credit or for other than full cash payment 
and shall not be pledged as collateral. 

Reverse Repurchase Agreements. Funds shall not be invested directly in reverse 
repurchase agreements. 

Selling Securities Prior to Maturity. Generally, losses ·will be acceptable on a sale before 
maturity if the reinvested proceeds will earn income with a present value greater than the 
present value of the income that would have been generated by the old investment, considering 
any capital loss or foregone interest on the original investment. 

Performance Standards. The investment portfolio will be designed to obtain a market­
average rate of return during budgetary and economic cycles, taking into account the City's 
investment risk constraints and cash flow needs. The market-average rate of return is defined 
as the U.S. Treasury security yield which most closely matches the portfolio's weighted average 
maturity (WAM) as stated on the monthly investment report, using a 12-month moving average. 

Quarterly Reports. The Treasurer shall render a quarterly report to the City Council, City 
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Manager and internal and external auditors, which states its relationship to the Statement of 
Investment Policy. Sample attached, Exhibit I. 

Required elements of the quarterly report are as follows: 

a. Type of investment. 
b. Institution. 
c. Date of maturity. 
d. Amount of deposit or cost of the security. 
e. Rate of interest. 
f. Statement relating the report to the Statement of Investment Policy. 
g. Statement that there are sufficient funds to meet the next 6 months' 

obligations. 
h. The current book value. 
i. The current market value. 
j. Average portfolio life. 
k. Average portfolio yield. 
I. Current treasury yield that most closely matches average portfolio life. 

Reports of the State Treasurer's Local Agency·lnvestment Fund (LAIF) or other qualified funds 
shall be accepted in lieu of subparagraphs a. through I. to support City deposits in the funds. 
The Treasurer also shall render a monthly report of investment transactions. Sample attached, 
Exhibit II. 

II. GUIDELINES. The following directions and limitations are established hereby to direct and 
control investment activities in such a manner that above-stated goals are achieved. 

Delegation of Authority. California Government Code, Section 53607 provides the authority 
for the legislative body of the local agency to invest funds of the local agency or to delegate that 
full responsibility to the Treasurer of the local agency. Under City of Tustin Ordinance No. 832, 
the City Council has authorized the City Treasurer to invest City funds in accordance with 
California Government Code Section 53600, et. seq. 

Ethics and Conflicts of Interest. The City Treasurer shall refrain from personal business 
activity that could conflict with proper execution of the investment program or which could impair 
the ability to make impartial investment decisions. The City Treasurer is governed by 
Government Code Section 1090 et.seq.; the Political Reform Act of 197 4 regarding disclosure 
of material financial interests; disqualification requirements and the City's gift regulation. 

Investment Transactions. Every investment transaction shall be reviewed, authorized and 
documented by the Treasurer. 

Pooled Cash. Wherever practical, the City's cash shall be consolidated into one bank account 
and invested on a pooled basis. Interest earnings shall be allocated according to each fund's 
cash balance as required. 

Competitive Bids and Offers. Purchase and sale of securities shall be made on the basis of 
documented competitive offers and bids whenever practical. Documented opinions of 
reasonableness are acceptable substitutes if necessary. 
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Cash Forecast. The cash flow for the City shall be analyzed with the receipt of revenues and 
maturity of investments scheduled so that adequate cash will be available to meet 
disbursement requirements. · 

Investment Limitations. Security purchases, deposits and holdings shall be maintained with 
statutory limits imposed by the California Government Code and shall include only the following: 

a. Certificates of Deposit (or time deposits) of less than $100,000 may be placed with 
commercial banks, savings and loan institutions and federally insured industrial loan 
companies (with a percentage of equity to assets of not less than three (3) percent to 
the extent they are fully insured by the Federal Deposit Insurance Corporation or the 
Federal Savings and Loan Insurance Corporation as required by the Government 
Code). Deposits in excess of $100,000 may be made based on a full evaluation of 
financial soundness of the depository and approved collateral at the required 
percentage of market value in accordance with California Government Code Section 
53651 and 53652. Evaluation of financial soundness shall be based on a minimum 
equity to asset ratio of three (3) percent; $100 million of assets minimum; continued 
profitability· with a minimum rating service rating of A or better. The maximum deposit 
per institution shall not exceed the lesser of $1 million, or ten (10) percent of the bank's 
capital (or equity account as measured by Findley's Bank-A-Lert Report). Total non­
insured deposits shall not exceed ten (10) percent of invested funds and limited to a 
maximum maturity of one year. 

b. Prime quality Commercial Paper, highest letter and numerical short term debt ratings by 
Moody's or Standard and Poors, A 1 or P1 or equivalent; but not to exceed twenty-five 
(25) percent of invested funds at the time of purchase and limited to a maximum 
maturity of ninety (90) days. Average weighted maturity shall not exceed 31 days if 
Commercial Paper exceeds fifteen (15) percent of total portfolio assets. 

c. Government-sponsored pools, such as California State Treasurer's Local Agency 
Investment Fund (LAIF), and Mutual Funds, as authorized by California Government 
Code section 53601 et seq. if in the judgment of the Treasurer, they meet MTA of US&C 
suggested due diligence standards, or are rated in the highest category by a nationally 
recognized rating service. 

d. Commercial Bank Time Drafts (Bankers Acceptances), highest letter and numerical 
short term debt ratings by Moody's or Standard and Poors, A 1 or P1 or equivalent; but 
not in excess of twenty-five (25) percent of invested funds at the time of purchase with a 
maximum maturity of one hundred and eighty (180) days. 

e. Corporate notes of a maximum maturity of five (5) years remaining to stated final 
maturity, issued by corporations organized and operating within the U.S. or by 
depository institutions licensed by the U.S. or any State, and operating within the U.S. 
Notes eligible for investment under this subdivision shall have a long term debt rating of 
AA or its equivalent by Moody's or Standard and Poors. Purchases may not exceed ten 
(10) percent of invested funds at the time of purchase. 

f. Municipal Securities. If appropriate, City Treasurer may invest in City obligations, as 
well as other suitable local and State of California securities. Such investments of other 
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than City securities shall be rated not less than A by Moody's or Standard & Poor's and 
shall not exceed ten percent (10%) of total portfolio and five percent (5%) of any one 
issuer's securities. Maximum City exposure to a single issuer shall not exceed 10% for 
State of California securities and 5% for all other local agency securities. 

g. Federal Agency bonds or notes, but not in excess of fifty (50) percent of invested funds 
at time of purchase with a maximum maturity of five (5) years remaining to stated final 
maturity. 

h. U.S. Treasury securities not exceeding five (5) years to final maturity. 

i. Investment Contracts. Bond proceeds may be placed in investment contracts if 
authorized by borrowing documents. Guarantors of such contracts shall have at least 
an AA rating by two major investment services. Contracts shall contain market value 
protection in case of downgrading by including delivery of cash or Treasury securities, at 
the election of the City. 

j. Mutual Funds. Money market mutual funds as permitted by California Government 
Code 53601 (k) are authorized if deemed appropriate by the Treasurer after due 
diligence similar to Investment Limitations (subparagraph c). 

Liquidity. The marketability (salability) of a security shall be considered at the time of purchase 
since the security may have to be sold at a later date to meet an unanticipated cash demand. 

Maturity Limitations. As a general rule, intermediate-term maturities shall not represent a 
significant percentage of the total portfolio. Unless previously authorized by City Council, no 
investment may have a term final stated maturity longer than five (5) years. At the time of 
purchase, holdings with maturities greater than one (1) year shall not exceed thirty-five (35) 
percent of the total portfolio. 

Collateral. Collateral requirements are addressed in California Government Code Section 
53652. All active and inactive deposits must be secured at all times with eligible securities in 
securities pools pursuant to Sections 53656 and 53657. Eligible securities held as collateral 
shall have a market value in excess of the total amount of all deposits of a depository as 
follows: 

--government securities at least 110 percent. 
--mortgage backed securities, at least 150 percent. 

Authorized Broker/Dealers. Investments shall be transacted only through Authorized 
Broker/Dealers which have been reviewed and approved by the Treasurer for reliability, credit 
worthiness and trustworthiness. 

Diversification. The portfolio shall consist of various types of securities approved by statute 
and this Statement of Investment Policy, as well as varied issuers and maturities. 

Safekeeping. Securities purchased from broker/dealers shall be held in third party 
safekeeping by the trust department of the local agency's bank, or by other third party trustee 
designated by the Treasurer. Said securities shall be held in the name of the City with the 
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trustee executing agreements and confirmations of investment transactions as directed by the 
City Treasurer. 

Ill. STRATEGY. Strategy refers to the plan to manage financial resources in the most 
advantageous manner. 

Economic Forecasts. The Treasurer periodically may obtain economic forecasts from 
economists and financial experts through bankers and broker/dealers in order to assist in the 
formulation of investment plans. 

Implementing Investment Strategy. The Treasurer shall execute investment transactions 
which conform to current and anticipated cash requirements, interest rate trends, and stated 
investment strategy. 

Relationships. The Treasurer shall maintain a close working relationship with the departments 
of the City to anticipate and accommodate disbursements of City funds. For liquidity planning 
purposes, Department Heads shall apprise the Treasurer when large expenditures (over 
$500,000) are anticipated. -

Preserve Portfolio Value. The Treasurer shall develop an investment strategy that maintains 
earnings consistent with defined "Performance Standards" (page 2) and preserves the value of 
the City's portfolio. · 

Internal Controls. The Finance Department shall establish a system of internal controls which 
shall be reviewed annually, with the independent Auditor. T~e controls shall be designed to 
prevent losses of public funds arising from fraud, employee error, misrepresentation by third 
parties, unanticipated changes in financial markets, or imprudent action by employees and 
officers of the City of Tustin. The Finance Department will maintain the City's Investment 
Records in compliance with Government Accounting Standards Board Rule 31 (GASS 31). 

The City attempts to invest 100% of all available funds through daily and projected cash flow 
determinations and after consideration of bank requirements for clearings and services. 
Management of idle cash and investment transactions is the responsibility of the City Treasurer. 
The City's investment philosophy is to insure that money is always safe and ayailable when 
needed. 

The City Treasurer shall annually review the City's Investment Policy with the City of Tustin 
Audit Committee. Proposed amendments will be brought to the City Council for final action 
upon the recommendation of the City Treasurer. 

Adopted by the City Council: 1-19-99 

GWJ:lnvestmentPolicy99.doc 
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