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&®) California Government Code

* Pursuant to Section 53600 of the California
Government Code

» Based on the Prudent Investor Standard

* Objectives:
—Safety of principal
—Maintaining adequate liquidity
—Yield

* Enumerates authorized investments
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=) Prudent Investor Standard

» Exercise reasonable care, skill and caution in the
context of an overall investment strategy, not in
isolation

* Incorporate risk and return objectives
* Diversification is a basic tenet of risk management

* Incur only costs that are reasonable in amount and
appropriate to the investment responsibilities

@ City of Long Beach Investment Policy

Objectives:

— Safety
— Liquidity

—Yield




@ City of Long Beach Investment Policy

Safety:

Safety of principal is the foremost objective of the
investment program. Risk is inherent throughout the investment
process. The City's investments shall be undertaken in a manner
that seeks to maximize the preservation of capital in the overall
portfolio and minimize the risk related to capital losses.
institutional default, broker-dealer default, or erosion of market
value.
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Liquidity:

The City's investment portfolio will remain sufficiently
liquid to meet all operating requirements that might be reasonably
anticipated.
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City of Long Beach Investment Policy

Yield:

The City shall manage its funds to a earn a return
commensurate with the two primary objectives of safety and
liquidity. The investment goal is to generate interest income
through the prudent implementation of the Investment Policy.

City of Long Beach Investment Policy

The City of Long Beach’s Investment Policy:

e Conforms to the State of California
Government Code

 [s more conservative than the State of
California Government Code
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Permitted Investments:

— Conservative Ratings
— Conservative Maturities
— Diversification
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Investment Oversight
Three layers of independent review:
City Auditor
Quarterly Investment Audits
KPMG. LLC
Annual External Independent Audit
Investment Commitiee
» Assistant City Manager * City Controller
* Assistant City Attorney « Budget and Performance Manager
= Assistant City Auditor = Harbor Financial Officer
* Director of Financial Management  « Water Financial Officer
« City Treasurer = Development Services Financial Officer
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Investment Committee Recommendations

Recommendations:

Hire an outside, independent Investment Advisor to review the
City’s investment portfolio on a monthly and as needed basis:

Identify other alternative quantitative and qualitative investment

criteria for review:

Review daily investment activity reports; and,

Increase the meeting schedule from quarterly to monthly
meetings, with emergency meetings scheduled to address

extenuating issues.
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Investment Policy Guidelines

Investment Type California State Code CLB Policy Comments
h
Locul City or Agency £ years, No limit, No mting . bt . . o
Bonds requirement 5 years. 30 0 TNl Spquircnict Long Beach policy more conservative
5 vears, No it Mo mting 5 Years. WM, fmil,

Stane Obligations

requirement

AL SP-1or A.uﬁﬂ

c rated ol feast
m
N,

Long Beach policy more conservative

US Agency ("GSE™)

3 vears. No hmint, Mo miing
requirement

Long Beach policy more conservative

U S Agency ("GSE")
Callable Securities

& years, No Timit, No mting
FequTEImEn

5 vears. No lim e af amy one
ggency tobal i 23

5 vears. 20, shart-term lim
long-tomim Tiomid

Long Beach policy more conservative

Negotiable Centificae of
Deposits

5 wezrs, 0% limdd, No mting
requirement

5 years, 30 limit. 109% of am

Long Beach policy mare conservative

Medium Term Notes

5 vears. W% limui, Rated ~A”

5 years, 3% limit R

any N isswee <

. Limit 1%

Long Beach policy more conservative

Morngage or Assot
backed securities

3 vears, 20% lomi, Rated ~“AA™
lsguer rated “A”

v
5 years, 20% himil. Raied “A
rated "A™

Bank/Time Deposits

5 vears, Collsernl & capital

5 years, Collateral pital [

Issuecr

Long Beach policy more conservative

5, No

Long Beach policy more conservative

limits, No rating reg rating limul per issucy
Reprchase Agrocment Collateral at 102% for one-year | Collaleral ot 102% for %0-day term No 1 Beach policy ati
epurchase Agres setin 19 S sl il st et .ong Beach policy more conservative

Commercial Papee

25% limit, Maxamumm 270 diys,
Rated A LPIF], Long-term miing

SA" 0% in any one issucr

25% limit, Maximum 270 days, Rated
ALPLFL Long-term rafing “A", 114 in

ATy NG 1SSUCT

Current operational practice is more
conservative
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“t ?) Investment Policy Guidelines (Continued)

Investment Type

California State Code

CLB Policy

Comment

118 Treasuries

5 years, No limit

5 years, No limit

Conforms to Government
Code

Hanker's Acceptances

A% limit, Maximum 180 days,
30% in any one issuer

40% limit, Maximum 180 days.
30% in any one issuer

Conforms to Government
Code

Mutual & Money Market
Fund

20% with multiple ratings, 10%
limit 1o any one issuer, $500
million minimum size fund

20% with multiple ratings, 10%
limit to any one issuer, $300
million minimum size fund

Conforms to Government
Code

Local Agency Investment
Fund (LAIF)

Limit of $40 million in each
account

Limit of $40 million in each
account

Conforms to Government
Code

Reverse Repurchase
Agreements (RRP) and
Securities Lending

20% limit, must meet upcoming
maturity, but maximum 92 days
RPP securities must be owned for]
30-day minimum

20% limit, must meet upooming
maturity, but maximum 92 days
RPP securities must be owned for
30-day minimum

Conforms to Government
Code

Short Term Debt Ratings

Moody’s |

s&P |

Fitch

|

Definitions

Investment Grade

P-Iﬂ?lr(} 1

A-lﬁSP-H

Fzl+

Superior financial backing  Issuer has access o wide
vangty of financial protection in the event prumary
revenue source is weakened

P-1/MIG 2

A-T/SP-]

T

Financial backing is strong. but issuer does not have
access to as wide a vancty of protection mechanisms
as notes i higher categon

Investment Grade. but Not Permitted

P-2/MIG3 A-2/SP-2 F-2 Issuer has satisfactory, but not outstanding, capacity 1o
pay principal and interest
P-3/MIG 4 A-3/SP-3 E-3 Issuer has oaly speculative capacity to pay prineipal

and interest, adequate protection but specific nsk
exists with this issue

Non-Investment Grad

€

NP/SG B-B-3 B Inadequate protection of short-torm 1ssue; speculative
nature with nimmal capacity to meet its commitment
C C Possibility of default 1s ugh
D Obligor is in default




Long Term Debt Ratings

Moody's I S&P | Fitch Definitions
Investment Grade
Ans AAA AAA Estremely strong capacity L mesl it fimncial comnuinents
Aal Al Adt Very stiomg caphiity 1o et its (nmcial commatimens,
An2 A AN Verv strong cupacity lo medt ils Anancal conmmnmtments
Aad Ad- Al Very stromy capecity 1o e ibs lnencial compatments,
Al At At Sirong capocity to mset 08 fmeis] commitments
Al A A Strong cupecity o meel i fimancial commiiments
Al A As Stromg capacity 1o meet e finoncial commatments
Investment Grade, but Not permitted

Tau | ([T HEH+ Adequute eapacity o meet its finanowl comm
Han2 BHR HHH Addeuatie capaeaty 1o meet ifs financial commitmeits
Huad BEB- B, Adexruste copacilty 1o meet its Anancsal cominmeis

Term Debt Ratings (continued) ‘

Moody's | S&P | Fitch Definitions

Non-Investment Grade

Bal i Hid Leess vidnerabie i the neur ferm thun other kewer-nited obligors hawever. i
Thcaes major uncenainties pd exposine o adverse ssess. nancial, or
e condinons which could lemd 1o the obligor’ s insdequate capacity 10
meety ity financial commnitments

Hal BH HHE Boe ahove
Had HE- BE- See above
Hi = e Ao vialsiersbde in the nar temi than other kewer-rated abligers bowever, il

ficen major uncertsinties and exposure to adverse busmess, fismcl, or
economic conditbons which vould lend 1o the obligors midequate copacily o
meets s (inacial sommitments

H2 3] B See shave
i3] B B Soc above:
Caal oCc+ COC+ An obligor is csrmently volnes: anad i3 dependent upon lavorable buasiness,
fimmeiml, ar economse conditions 1 meets |ts Tenclal commitments
Caal cee e Soe ahove
Can} CCe- oeC. Sew abive
CA oc oo Currenily Highly Valnerohie to not mecting il fmancind commitments,
dicfmult
[ (3 (§7H] Unider repulatery supervision, defaudt
WR SNy n Sefertive DefiuftTeful. Rating sithdmwn
NR I Not ritial.




Investment Policy Summary

e Stricter than the State of California
Government Code

» Safety, Liquidity and Yield are the Three
Major Objectives

* Quarterly and Annual Investment
Portfolio Audits

» Monthly Investment Committee Review

) Financial Management Department

City of Long Beach Investment Policy

December 2, 2008
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