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Report to the City Council
Council Meeting of August 23, 2016

Agenda Section: Consent

Subject: Consideration and proposed approval of a resolution and
rescinding resolution No. 2015-147 adopting Investment Policy
for the City of St. Helena and review Annual Investment Report

CEQA Status: Not a CEQA project

Prepared By:  Jennifer Phillips, City Mana‘

April Mitts, Finance Directog, { -

Approved By: Jennifer Phillips, City Manag%

BACKGROUND

California Government Code Section 53646(a)(2) states that the treasurer or chief fiscal
officer of any other local agency (other than County agencies) may annually render to
its legislative body and any oversight committee an investment policy and that the
legislative body shall consider this policy at a public meeting.

Since 1999, the City utilizes PFM Asset Management LLC (PFM) to manage the City’s
investment accounts in an account called California Asset Management Program
(CAMP). In addition, the City has funds in the Local Agency Investment Fund (LAIF)
which is held by the State of California. The City meets with the PFM investment
advisor at least twice a year to review the City’s portfolio and discuss economic
conditions and market trends. Staff also receives quarterly reports from LAIF.

DISCUSSION

Investment Policy

Annually PFM reviews the City's Investment Policy and recommends changes based on
legislation or best practices. Effective 2016, there was only one change to the
California Government Code Section 53601—AB 283 which revised the requirements of
Code sections 53601.8 and 53635.8 regarding the use of placement service deposits.
However, the City's Policy does not permit this investment type, so no revision is
needed.

During the annual review of the City’s Investment Policy, PFM had several
recommended changes; however, none of the recommend changes are required by
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legislation and staff is recommending re-adoption of the current tnvestment Policy with
no changes.

CAMP and LAIF Accounts
The City of St. Helena currently has an investment portfolio of approximately $8.4

million in CAMP, which is managed by PFM, and approximately $6.9 million invested in
LAIF.

The majority of the funds in the CAMP portfolio are impact fees being held until the
capital improvement projects listed in the impact fee study are initiated. Impact fees are
special revenue funds that can only be spent for specific purposes. The impact fees
include public safety, civic improvement, park, traffic mitigation, storm drain
improvement, housing, water and sewer. Recent Impact Fee balances and activity can
be found in the following places: (1) The annual AB 1600 impact fee report presented to
City Council on November 24, 2015, (2) FY 2016-17 Adopted Budget, pages 213-221,
and (3) 2015 Comprehensive Annual Financial Report (CAFR), pages 54-106.

In addition to the CAMP portfolio, which primarily holds impact fees, LAIF also holds
funds for the City. LAIF is a low interest bearing investment account held by the State
of California. The source of the majority of funds invested in LAIF require accessibility
such as the General Fund Reserve, water and wastewater net position, and other
various special revenue funds. Recent Special Revenue fund balances and activity can
be found in the following places: (1) FY 2016-17 Adopted Budget, pages 173-221 and
(2) 2015 CAFR, pages 54-106.

The City’s portfolio is well diversified by both sector and the holdings are in compliance
with California Code and the City's Investment Policy. In addition the portfolio holdings
are diversified by maturity with the majority in the 1-3 year range.

PFM Agreement

As stated in the Discussion section above, the City of St. Helena has had an agreement
with PFM Investment Services since 1999 for the investment of certain funds in
Individual Portfolios in CAMP. At this time City management is considering an RFP to
explore different financial advisors and other options for the City. If an RFP is issued, it
does not indicate the City is dissatisfied with the services of PFM, but it is merely a part
of normal course of business to ensure sound financial policies.

FISCAL IMPACT
None

RECOMMENDED ACTION
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Approve Resolution 2016-__ and Rescinding Resoclution No. 2015-147 and Approving
an Investment Policy for the City of St. Helena.

ATTACHMENTS

Attachment A — 2016 Investment Policy Redlined

Attachment B — 2016 Investment Policy - Final

Attachment C — Resolution No. 2016-_

Attachment D - City of St. Helena CAMP Account Statement ending June 30, 2016
Attachment E — City of St. Helena Local Agency Investment Fund Remittance Advice
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CITY OF ST. HELENA
STATEMENT OF INVESTMENT POLICY
Oetober2015 September 2016

1. Policy

It is the policy of the City of St. Helena (“the City”) to invest public funds in a manner that will
provide the highest investment return with the maximum security while meeting the daily cash flow
demands of the City and conforming to all California laws and local statutes governing the
investment of public funds.

2. Scope

This investment policy applies to all the funds and investment activities under the direct authority
of the City as accounted for in the Comprehensive Annual Financial Report (CAFR). Policy
statements outlined in this document focus on the City’s pooled funds, but will also apply to all
other funds under the City Treasurers’ span of control unless specifically exempted by statue or
ordinance. This policy is applicable, but not limited to, all funds listed below:

General Fund
Enterprise Funds
Special Revenue Funds
Capital Project Funds
Trust and Agency Funds

Excluded funds are those held with a fiscal agent, which has their own specific “permitted
investments” section in the bond covenants. These funds include funds reserved for debt service
and pension funds.

3. Prudence

Pursuant to California Government Code Section 53600.3, all persons authorized to make
investment decisions on behalf of the City 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 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.”

The City Treasurer and/or City Manager, acting within the intent and scope of the investment policy
and other written procedures and exercising due diligence, shall be relieved of personal
responsibility for an individual security’s credit risk or market price changes, provided deviations
from expectations that result in a loss of principal are reported to the City Manager immediately,
and to the City Council at their next meeting addressing appropriate actions to be taken to control
adverse developments.
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4. Objective

The primary objectives in priority order of the City’s investment activities shall be:

4.1. Safety: Safety of principal is the foremost objective of the investment program.
Investments of the City shall be undertaken in a manner that seeks to ensure that capital losses are
avoided, whether from securities default, broker-dealer default, or erosion of market value. To
attain this objective, diversification is required in order that potential losses on individual securities
would not exceed the income generated from the remainder of the portfolio.

4.2. Liguidity: The City’s investment portfolio will remain sufficiently liquid to enable
the City to meet all operating requirements that might be reasonably anticipated.

4.3. Return: The City’s investment portfolio shall be designed with the objective of
attaining a market rate of return throughout budgetary and economic cycles, taking into account the
City’s investment risk constraints and the cash flow characteristics of the portfolio.

5. Delegation of Authority

Authority to manage the City’s investment program is derived from the California Government
Code. Management responsibility for the investment program is hereby delegated to the Treasurer,
who shall establish written procedures for the operation of the investment program consistent with
this investment policy. Procedures shall include, but not limited to, references to: safekeeping, wire
transfer agreements, collateral/depository agreements, banking services contracts, local banking
preferences, and other investment-related activities. Such procedures shall include explicit
delegation of authority to persons responsible for investment transactions. No person may engage
in an investment transaction except as provided under the terms of this policy and the procedures
established by the Treasurer. The Treasurer shall be responsible for all transactions undertaken and
shall establish a system of controls to regulate the activities of subordinates.

The Treasurer may delegate investment decision making and execution authority to an investment
advisor. The advisor shall follow the Investment Policy and such other written instructions as are
provided.

Delegation of authority shall expire one year from the date of adoption of this policy as required by
State law,

6. Ethics and Conflicts of Interest

The City Council, City Manager and City Treasurer shall refrain from personal business activity
that could conflict with proper execution of the investment program, or which could impair their
ability to make impartial investment decisions. Council members, City Manager and City Treasurer
shall disclose to the City Attorney any material financial interests in financial institutions that
conduct business within the jurisdiction, and they shall further disclose any large personal
financial/investment positions that could be related to the performance of the City’s portfolio. The
City Attorney and Treasurer shall review all disclosures made to insure there are no conflicts with
any planned investment.
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7. Authorized Financial Dealers and Institutions

The Treasurer will maintain a list of financial institutions and primary dealers authorized to provide
investment services. “Primary” dealers include those that regularly report to the Federal Reserve
Bank and should qualify under Securities and Exchange Commission Rule 15C3-1 (uniform net
capital rule).

All financial institutions, dealers and cash managers who desire to become qualified bidders for
investment transactions must supply the City with the following: audited financial statements,
proof of National Association of Security Dealers certification when applicable, completed
questionnaire and certification of having read the City of St. Helena’s investment policy and
depository contracts.

If the City has an investment advisor, the investment advisor may use their own list of authorized
broker/dealers to conduct transactions on behalf of the City.

Purchase and sale of securities shall be made on the basis of competitive bids and offers with a
minimum of three quotes being obtained, when practical.

8. Authorized Investments and Limitations on Investments

Investment of City funds is governed by the California Government Code Sections 53600 et seq.
Within the context of the limitations, the following investments are authorized, as further limited
herein:

a} United States Treasury Bills, Bonds, and Notes or those for which the full faith and credit of
the United States are pledged for payment of principal and interest. There is no percentage
limitation of the portfolio that can be invested in this category.

b) Federal Agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or United States government-sponsored
enterprises.

c) Local Agency Investment Fund (LAIF) which is a State of California managed investment
pool may be used up to the maximum permitted by LAIF. The LAIF portfolio should be
reviewed periodically.

d) California Asset Management Program (CAMP), which is a Joint Powers Authority, which
offers an investment pool and individually managed portfolios.

e) Insured savings accounts are permitted without limitations.

Investments detailed in items f) through 1) are further restricted to 10% of the market value of all
investments and cash accounts (the portfolio) at the time of purchase, in any one issuer name.
Credit criteria listed refer to the credit of the issuing organization at the time the security is
purchased. In the event a rating drops below the minimum allowed rating category for that given
investment type, the investment advisor, if any, shall notify the City Treasurer and/or Designee and
recommend a plan of action.
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Bills of exchange or time drafts drawn on and accepted by commercial banks, otherwise
known as banker’s acceptances are permitied. Banker’s acceptances purchased may not
exceed 180 days to maturity or 40% of the cost value of the portfolio.

Commercial paper of “prime” quality of the highest ranking or of the highest letter and
number rating as provided for by a nationally recognized statistical-rating organization
(NRSRO). Commercial paper purchased may not exceed 270 days to maturity or 25% of
the cost value of the portfolio. The City may purchase no more than 10% of the outstanding
commercial paper of any single issuer. The entity that issues the commercial paper shall
meet all of the following conditions in either paragraph (1) or paragraph (2):
(1) The entity meets the following criteria:

(A) Is organized and operating in the United States as a general corporation.

(B) Has total assets in excess of five hundred million dollars (3500,000,000).

(C) Has debt other than commercial paper, if any, that is rated "A" or higher by a

nationally recognized statistical-rating organization (NRSRO).

(2) The entity meets the following criteria:
(A) Is organized within the United States as a special purpose corporation, trust, or
limited liability company.
(B) Has program wide credit enhancements including, but not limited to,
overcollateralization, letters of credit, or surety bond.
(C) Has commercial paper that is rated "A-1" or higher, or the equivalent, by a
nationally recognized statistical-rating organization (NRSRQ).

Negotiable certificates of deposit issued by nationally or state chartered banks or state or
federal savings institutions or by a federally-licensed or state-licensed branch of a foreign
bank; provided that the senior debt obligations of the issuing institution are rated “A” or
better by a NRSRO. Purchases of negotiable certificates of deposit may not exceed 30% of
total portfolio.

Obligations of the State of California or any local agency within the state, including bonds
payable solely out of revenues from a revenue-producing property owned, controlled or
operated by the state or any local agency or by a department, board, agency or authority of
the state or any local agency; provided that the obligations are rated “A” or higher by a
NRSRO.

Registered treasury notes or bonds of any of the other 49 United States in addition to
California, including bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by a state or by a department, board, agency, or
authority of any of the other 49 United States, in addition to California. Obligations are
required to be rated in the “A” category or better by a NRSRO.

Time deposits, non-negotiable and collateralized in accordance with the California
Government Code, may be purchased through banks or savings and loan associations. Since
time deposits are not liquid, no more than 25% of the investment portfolioc may be invested
in this investment type.
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1) Medium-Term Notes, defined as all corporate and depository institution debt securities with
a maximum remaining maturity of five years or less, 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. Securities eligible for investment shall
be rated “A” or better by a NRSRO. Purchase of medium term notes may not exceed 30%
of the purchase value of the portfolio and no more than 5% of the purchase value of the
portfolio may be invested in notes issued by one corporation.

m) Shares of beneficial interest issued by diversified management companies that are money
market funds registered with the Securities and Exchange Commission under the Investment
Company Act of 1940. To be eligible for investment pursuant to this subdivision these
companies shall either: (1) attain the highest ranking letter or numerical rating provided by
not less than two of the three largest nationally recognized rating services or (2) have an
investment advisor registered with the Securities and Exchange Commission with not less
than five years experience investing in securities and obligations authorized by Government
Code section 53601 and with assets under management in excess of $500,000,000. The
purchase price of shares shall not exceed 15% of the investment portfolio.

9. Ineligible Investments

The City shall not invest any funds in inverse floaters, range notes, or interest-only strips that are
derived from a pool or mortgages, or in any security that could result in zero interest accrual if held
to maturity, or any other investment not listed in this policy.

10. Safekeeping and Custody

All securities owned by the City, including collateral for repurchase agreements, shall be held in
safekeeping by the City’s custodian bank or a third party bank trust department, acting as agent for
the City under the terms of a custody or trustee agreement executed by the bank and by the City.
All securities will be received and delivered using standard delivery-versus-payment (DVP)
procedures.

11. Percentage Limitations

Where a section specifies a percentage limitation for a particular category or investments, that
percentage is applicable only at the date of purchase. Where a section does not specify a limitation
on the term or remaining maturity at the time of the investment, no investment shall be made in any
security that at the time of the investment has a term remaining to maturity in excess of five years,
unless the City Council has granted express authority to make that investment either specifically or
as a part of an investment program approved by the City Council no less than three months prior to
the investment.

12. Reporting Requirements

The Treasurer shall annually, render to the City Council a statement of investment policy, which the
Council must consider at a public meeting. The Council at a public meeting shall also consider any
changes to the policy.

The Treasurer shall render a monthly transaction report to the City Council.
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The Treasurer shall periodically render an investment report to the Council, which shall include for
each individual investment:

¢ Description of investment instrument

e [ssuer name

e Maturity date

e Purchase price

e Par value

o Current market value and the source of the valuation.

The report shall also include the following: (I) state compliance of the portfolio to the investment
policy, or manner in which the portfolio is not in compliance, (1I) include a description of any of the
City’s funds, investments or programs that are under the management of contracted parties,
including lending programs, and (III) include a statement denoting the ability of the City to meet its
expenditure requirements for the next six months, or provide an explanation as to why sufficient
money shall, or may not be available.
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GLOSSARY

AGENCIES: Federal agency securities.

BANKERS ACCEPTANCE (BA): A bearer time draft for a specified amount payable on a
specified date. It is drawn on a bank by an individual or business seeking to finance domestic or
international trade. The BA is collateralized by commodity products. Sale of goods is usually the
source of the borrower’s repayment to the bank. The bank finances the borrower’s transaction and
then often sells the BA on a discount basis to an investor. At maturity, the bank is repaid and the
investor holding the BA receives par value from the bank.

BOND: An interest-bearing security issued by a corporation, quasi-governmental agency or other
body, which can be executed through a bank or trust company. A bond is a form of debt with an
interest rate, maturity, and face value, and is usually secured by specific assets. Most bonds have a
maturity of greater than one year, and generally pay interest semiannually.

BOND RATING: The classification of a bond’s investment quality.

BOOK VALUE: The amount at which a security is carried on the books of the holder or issuer.
The book value is often the cost, plus or minus amortization, and may differ significantly from the
market value.

BROKER: A broker brings buyers and sellers together for a commission paid by the initiator of
the transaction or by both sides; he does not position. In the money market, brokers are active in
markets in which banks buy and sell money and in interdealer markets.

CERTIFICATE OF DEPOSIT (CD): A time deposit debt instrument issued by a bank with a
specific maturity evidenced by a certificate. Institutional CD’s are issued in denominations of
$100,000 or more. Maturities range from a few weeks to several years. Interest rates are set by
competitive forces in the marketplace.

COMMERCIAL PAPER: Short-term obligations with maturities ranging from 2 to 270 days
issued by banks, corporations, and other borrowers to investors with temporarily idle cash. Such
instruments are unsecured and usually discounted, although some are interest bearing.
COLLATERAL: Securities, evidence of deposit or other property which a borrower pledges to
secure repayment of a loan. Also refers to securities pledges by a bank to secure deposits of public
monies.

COUPON: The annual rate of interest that a bond’s issuer promises to pay the bondholder on the
bond’s face value. A certificate attached to a bond evidencing interest due on a payment date.
DEALER: A dealer, as opposed to a broker acts as a principal in all transactions, buying and
selling for his own account.

DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities: delivery
versus payment and delivery versus receipts (also called free). Delivery versus payment is
delivery of securities with an exchange of money for the securities. Delivery versus receipts is
delivery of securities with an exchange of signed receipt for the securities.

DEBENTURES: A bond secured only by the general credit of the issuer.

DISCOUNT: The difference between the cost price of a security and its value at maturity when
quoted at Jower than face value. A security selling below original offering price shortly after sale
also is considered to be at a discount.

DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued at
discount and redeemed at maturity for full face value, e.g. U.S. Treasury bills.
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DIVERSIFICATION: Dividing investment funds among a variety of securities offering
independent returns.

FEDERAL DEPOSIT INSURANCE COPRORATION (FDIC): A federal agency established
in 1933 that guarantees (within limits) funds on deposit in member banks and performs other
functions such as making loans to or buying assets from members banks to facilitate mergers or
prevent failures.

FISCAL YEAR: An accounting or tax period comprising any twelve-month period. The City’s
fiscal year begins on July 1.

FULL FAITH AND CREDIT: The unconditional guarantee of the United States government
backing a debt for repayment.

INTEREST RATE: The interest payable each year on borrowed funds, expresses as a
percentage of the principal.

INVESTMENT: Use of capital to create more money, either through income-producing vehicles
or through more risk-oriented ventures designed to result in capital gains.

INVESTMENT PORTFOLIO: A collection of securities held by a bank, individual, institution,
or government agency for investment purposes.

LAIF: Trade name for the California State Local Agency Investment Fund.

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without
substantial loss of value.

LOCAL AGENCY INVESTMENT FUND (LAIF): Funds from local governmental units may
be remitted to the California State Treasurer for deposit in this special fund for the purpose of
investment.

MARKET VALUE: The price at which a security is trading and could presumably be purchased
or sold.

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

MEDIUM-TERM NOTES: Debt obligations issued by corporations and banks, usually in the
form of unsecured promissory notes. These are negotiable instruments that can be bought and sold
in a large and active secondary market. For the purposes of California Government Code, the term
“Medium Term” refers to a maximum remaining maturity of five years or less. They can be issued
with fixed or floating-rate coupons, and with or without early call features, although the vast
majority are fixed-rate and non-callable. Corporate notes have greater risk than Treasuries or
Agencies because they rely on the ability of the issuer to make payment of principal and interest.

MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper,
bankers’ acceptances, etc.) are issued and traded.

NEGOTIABLE CERTIFICATES OF DEPOSIT: Large-denomination CDs that are issued at
face value and typically pay interest at maturity, if maturing in less than 12 months. CDs that
mature beyond this range pay interest semi-annually. Negotiable CDs are issued by U.S. banks
(domestic CDs), U.S. branches of foreign banks (Yankee CDs), and thrifts. There is an active
secondary market for negotiable domestic and Yankee CDs. However, the negotiable thrift CD
secondary market is limited. Yields on CDs exceed those on U.S. treasuries and agencies of
similar maturities. This higher yield compensates the investor for accepting the risk of reduced
liquidity and the risk that the issuing bank might fail. State law does not require the
collateralization of negotiable CDs.
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PORTFOLIO: The collection of securities held by an investor.

PRIMARY DEALER: A group of government securities dealers that submit daily reports of
market activity and positions and monthly financial statements to the Federal Reserve Bank of
New York and are subject to its informal oversight, Primary dealers include Securities and
Exchange Commission (SEC) registered securities broker-dealers, banks, and a few unregulated
firms.

PRINCIPAL: The face or par value of an instrument.

RATE OF RETURN: 1) The yield obtainable on a security based on its purchase price or its
current market price. 2) Income earned on an investment, expressed as a percentage of the cost of
the investment. This may be the amortized yield to maturity on a bond or the current income
return.

RATING: The designation used by investors’ services to rate the quality of a security’s
creditworthiness. Moody’s ratings range from the highest Aaa, down through Aa, A, Bbb, Ba, B,
etc. while Standard and Poor’s rating range from the highest AAA, down through AA, A, BBB,
BB, B, etc.

SAFEKEEPING: A service offered to customers for a fee, where securities and valuables of all
types and descriptions are held in the vaults for protection.

SECONDARY MARKET: A market made for the purchase and sale of outstanding issues
following the initial distribution.

SECURITIES: Investment instruments such as bonds, stocks and other instruments of
indebtedness or equity.

SPREAD: The difference between two figures or percentages. For example, it may be the
difference between the bid and asked prices of a quote, or between the amount paid when brought
and the amount received when sold.

TREASURY BILLS (T-Bill): A non-interest bearing security issued by the U.S. Treasury to
finance the national debt. Most bills are issued to mature in three month, six month, or one year,
and are sold in minimum amounts of $10,000 in multiples of $5,000 above the minimum.
Treasury Bills are issued in book entry form only and are sold on a discount basis

TREASURY BONDS: Treasury Bonds are issued for a term of 30 years and pay a fixed rate of
interest every six months until they mature,

TREASURY NOTES: Intermediate term coupon bearing U.S. Treasury securities having initial
maturities of from one to ten years.

TRUSTEE: A bank designated as the custodian of funds and the official representative for
bondholders.

UNDERWRITER: A dealer bank or financial institution, which arranges for the sale and
distribution of a large batch of securities and assumes the responsibility for paying the net
purchase price.

UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that
member firms as well as nonmember broker-dealers in securities maintain maximum ratios of
indebtedness to liquid capital of 15 to I: also called net capital rule and net capital ratio.
Indebtedness covers all money owed to a firm, including margin loans and commitments to
purchase securities, one-reason new public issues are spread among members of underwriting
syndicates. Liquid capital includes cash and assets easily converted into cash,
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U.S. GOVERNMENT AGENCIES: Instruments issued by various U.S. government agencies
most of which are secured only by the credit worthiness of the particular agency.

YIELD: The rate of annual income return on an investment, expressed as a percentage. a)
INCOME YIELD is obtained by dividing the current dollar income by the current market price for
the security. b} NET YIELD or YIELD TO MATURITY is the current income yield minus any
premium above par or plus any discount from par in purchase price, with the adjustment spread
over the period from the date of purchase to the date of maturity of the bond.
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CITY OF ST. HELENA
STATEMENT OF INVESTMENT POLICY
September 2016

1. Policy

It is the policy of the City of St. Helena (“the City”) to invest public funds in a manner that will
provide the highest investment return with the maximum security while meeting the daily cash flow
demands of the City and conforming to all California laws and local statutes governing the
investment of public funds.

2. Scope

This investment policy applies to all the funds and investment activities under the direct authority
of the City as accounted for in the Comprehensive Annual Financial Report (CAFR). Policy
statements outlined in this document focus on the City’s pooled funds, but will also apply to all
other funds under the City Treasurers’ span of control unless specifically exempted by statue or
ordinance. This policy is applicable, but not limited to, all funds listed below:

General Fund

Enterprise Funds
Special Revenue Funds
Capital Project Funds
Trust and Agency Funds

Excluded funds are those held with a fiscal agent, which has their own specific “permitted
investments” section in the bond covenants. These funds include funds reserved for debt service
and pension funds.

3. Prudence

Pursuant to California Government Code Section 53600.3, all persons authorized to make
investment decisions on behalf of the City 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 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.”

The City Treasurer and/or City Manager, acting within the intent and scope of the investment policy
and other written procedures and exercising due diligence, shall be relieved of personal
responsibility for an individual security’s credit risk or market price changes, provided deviations
from expectations that result in a loss of principal are reported to the City Manager immediately,
and to the City Council at their next meeting addressing appropriate actions to be taken to control
adverse developments.

Page | of 10



Aftachment B

4. Objective

The primary objectives in priority order of the City’s investment activities shall be:

4.1. Safety: Safety of principal is the foremost objective of the investment program.
Investments of the City shall be undertaken in a manner that seeks to ensure that capital losses are
avoided, whether from securities default, broker-dealer default, or erosion of market value. To
attain this objective, diversification is required in order that potential losses on individual securities
would not exceed the income generated from the remainder of the portfolio.

4.2. Liguidity: The City’s investment portfolio will remain sufficiently liquid to enable
the City to meet all operating requirements that might be reasonably anticipated.

4.3. Return: The City’s investiment portfolio shall be designed with the objective of
attaining a market rate of return throughout budgetary and economic cycles, taking into account the
City’s investment risk constraints and the cash flow characteristics of the portfolio.

5. Delegation of Authority

Authority to manage the City’s investment program is derived from the California Government
Code. Management responsibility for the investment program is hereby delegated to the Treasurer,
who shall establish written procedures for the operation of the investment program consistent with
this investment policy. Procedures shall include, but not limited to, references to: safekeeping, wire
transfer agreements, collateral/depository agreements, banking services contracts, local banking
preferences, and other investment-related activities. Such procedures shall include explicit
delegation of authority to persons responsible for investment transactions. No person may engage
in an investment transaction except as provided under the terms of this policy and the procedures
established by the Treasurer. The Treasurer shall be responsible for all transactions undertaken and
shall establish a system of controls to regulate the activities of subordinates.

The Treasurer may delegate investment decision making and execution authority to an investment
advisor. The advisor shall follow the Investment Policy and such other written instructions as are
provided.

Delegation of authority shall expire one year from the date of adoption of this policy as required by
State law.

6. Ethics and Conflicts of Interest

The City Council, City Manager and City Treasurer shall refrain from personal business activity
that could conflict with proper execution of the investment program, or which could impair their
ability to make impartial investment decisions. Council members, City Manager and City Treasurer
shall disclose to the City Attorney any material financial interests in financial institutions that
conduct business within the jurisdiction, and they shall further disclose any large personal
financial/investment positions that could be related to the performance of the City’s portfolio. The
City Attorney and Treasurer shall review all disclosures made to insure there are no conflicts with
any planned investment.
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7. Authorized Financial Dealers and Institutions

The Treasurer will maintain a list of financial institutions and primary dealers authorized to provide
investment services. “Primary” dealers include those that regularly report to the Federal Reserve
Bank and should qualify under Securities and Exchange Commission Rule 15C3-1 (uniform net
capital rule).

All financial institutions, dealers and cash managers who desire to become qualified bidders for
investment transactions must supply the City with the following: audited financial statements,
proof of National Association of Security Dealers certification when applicable, completed
questionnaire and certification of having read the City of St. Helena’s investment policy and
depository contracts.

If the City has an investment advisor, the investment advisor may use their own list of authorized
broker/dealers to conduct transactions on behalf of the City.

Purchase and sale of securities shall be made on the basis of competitive bids and offers with a
minimum of three quotes being obtained, when practical.

8. Authorized Investments and Limitations on Investments

Investment of City funds is governed by the California Government Code Sections 53600 et seq.
Within the context of the limitations, the following investments are authorized, as further limited
herein:

a) United States Treasury Bills, Bonds, and Notes or those for which the full faith and credit of
the United States are pledged for payment of principal and interest. There is no percentage
limitation of the portfolio that can be invested in this category.

b) Federal Agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or United States government-sponsored
enterprises.

c) Local Agency Investment Fund (LAIF) which is a State of California managed investment
pool may be used up to the maximum permitted by LAIF. The LAIF portfolio should be
reviewed periodically.

d) California Asset Management Program (CAMP), which is a Joint Powers Authority, which
offers an investment pool and individually managed portfolios.

€) Insured savings accounts are permitted without limitations.

Investments detailed in items f) through |} are further restricted to 10% of the market value of all
investments and cash accounts (the portfolio) at the time of purchase, in any one issuer name.
Credit criteria listed refer to the credit of the issuing organization at the time the security is
purchased. In the event a rating drops below the minimum allowed rating category for that given
investment type, the investment advisor, if any, shall notify the City Treasurer and/or Designee and
recommend a plan of action.
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Attachment B

Bills of exchange or time drafts drawn on and accepted by commercial banks, otherwise
known as banker’s acceptances are permitted. Banker’s acceptances purchased may not
exceed 180 days to maturity or 40% of the cost value of the portfolio.

Commercial paper of “prime” quality of the highest ranking or of the highest letter and
number rating as provided for by a nationally recognized statistical-rating organization
(NRSRO). Commercial paper purchased may not exceed 270 days to maturity or 25% of
the cost value of the portfolio. The City may purchase no more than 10% of the outstanding
commercial paper of any single issuer. The entity that issues the commercial paper shall
meet all of the following conditions in either paragraph (1) or paragraph (2):
(1) The entity meets the following criteria:

(A) Is organized and operating in the United States as a general corporation.

(B) Has total assets in excess of five hundred million dollars ($500,000,000).

(C) Has debt other than commercial paper, if any, that is rated "A" or higher by a

nationally recognized statistical-rating organization (NRSRO).

(2) The entity meets the following criteria:
(A) Is organized within the United States as a special purpose corporation, trust, or
limited liability company.
(B) Has program wide credit enhancements including, but not limited to,
overcollateralization, letters of credit, or surety bond.
(C) Has commercial paper that is rated "A-1" or higher, or the equivalent, by a
nationally recognized statistical-rating organization (NRSRO).

Negotiable certificates of deposit issued by nationally or state chartered banks or state or
federal savings institutions or by a federally-licensed or state-licensed branch of a foreign
bank; provided that the senior debt obligations of the issuing institution are rated “A” or
better by a NRSRO. Purchases of negotiable certificates of deposit may not exceed 30% of
total portfolio.

Obligations of the State of California or any local agency within the state, including bonds
payable solely out of revenues from a revenue-producing property owned, controlled or
operated by the state or any local agency or by a department, board, agency or authority of
the state or any local agency; provided that the obligations are rated “A” or higher by a
NRSRO.

Registered treasury notes or bonds of any of the other 49 United States in addition to
California, including bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by a state or by a department, board, agency, or
authority of any of the other 49 United States, in addition to California. Obligations are
required to be rated in the “A” category or better by a NRSRO.

Time deposits, non-negotiable and collateralized in accordance with the California
Government Code, may be purchased through banks or savings and loan associations. Since
time deposits are not liquid, no more than 25% of the investment portfolio may be invested
in this investment type.
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1) Medium-Term Notes, defined as all corporate and depository institution debt securities with
a maximum remaining maturity of five years or less, 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. Securities eligible for investment shall
be rated “A” or better by a NRSRO. Purchase of medium term notes may not exceed 30%
of the purchase value of the portfolio and no more than 5% of the purchase value of the
portfolio may be invested in notes issued by one corporation.

m) Shares of beneficial interest issued by diversified management companies that are money
market funds registered with the Securities and Exchange Commission under the Investment
Company Act of 1940. To be eligible for investment pursuant to this subdivision these
companies shall either: (1} attain the highest ranking letter or numerical rating provided by
not less than two of the three largest nationally recognized rating services or (2) have an
investment advisor registered with the Securities and Exchange Commission with not less
than five years experience investing in securities and obligations authorized by Government
Code section 53601 and with assets under management in excess of $500,000,000. The
purchase price of shares shall not exceed |5% of the investment portfolio.

9. Ineligible Investments

The City shall not invest any funds in inverse floaters, range notes, or interest-only strips that are
derived from a pool or mortgages, or in any security that could result in zero interest accrual if held
to maturity, or any other investment not listed in this policy.

10. Safekeeping and Custody

All securities owned by the City, including collateral for repurchase agreements, shall be held in
safekeeping by the City’s custodian bank or a third party bank trust department, acting as agent for
the City under the terms of a custody or trustee agreement executed by the bank and by the City.
All securities will be received and delivered using standard delivery-versus-payment (DVP)
procedures.

11. Percentage Limitations

Where a section specifies a percentage limitation for a particular category or investments, that
percentage is applicable only at the date of purchase. Where a section does not specify a limitation
on the term or remaining maturity at the time of the investment, no investment shall be made in any
security that at the time of the investment has a term remaining to maturity in excess of five years,
unless the City Council has granted express authority to make that investment either specifically or
as a part of an investment program approved by the City Council no less than three months prior to
the investment.

12. Reporting Requirements

The Treasurer shall annually, render to the City Council a statement of investment policy, which the
Council must consider at a public meeting. The Council at a public meeting shall also consider any
changes to the policy.

The Treasurer shall render a monthly transaction report to the City Council.
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The Treasurer shall periodically render an investment report to the Council, which shall include for
each individual investment:

» Description of investment instrument

e Issuer name

» Maturity date

¢ Purchase price

o Par value

e Current market value and the source of the valuation.

The report shall also include the following: (I) state compliance of the portfolio to the investment
policy, or manner in which the portfolio is not in compliance, (II) include a description of any of the
City’s funds, investments or programs that are under the management of contracted parties,
including lending programs, and ([lI) include a statement denoting the ability of the City to meet its
expenditure requirements for the next six months, or provide an explanation as to why sufficient
money shall, or may not be available.
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GLOSSARY

AGENCIES: Federal agency securities.

BANKERS ACCEPTANCE (BA): A bearer time draft for a specified amount payable on a
specified date. It is drawn on a bank by an individual or business seeking to finance domestic or
international trade. The BA is collateralized by commodity products. Sale of goods is usually the
source of the borrower’s repayment to the bank. The bank finances the borrower’s transaction and
then often sells the BA on a discount basis to an investor. At maturity, the bank is repaid and the
investor holding the BA receives par value from the bank.

BOND: An interest-bearing security issued by a corporation, quasi-governmental agency or other
body, which can be executed through a bank or trust company. A bond is a form of debt with an
interest rate, maturity, and face value, and is usually secured by specific assets. Most bonds have a
maturity of greater than one year, and generally pay interest semiannually.

BOND RATING: The classification of a bond’s investment quality.

BOOK VALUE: The amount at which a security is carried on the books of the holder or issuer.
The book value is often the cost, plus or minus amortization, and may differ significantly from the
market value.

BROKER: A broker brings buyers and sellers together for a commission paid by the initiator of
the transaction or by both sides; he does not position. In the money market, brokers are active in
markets in which banks buy and sell money and in interdealer markets.

CERTIFICATE OF DEPOSIT (CD): A time deposit debt instrument issued by a bank with a
specific maturity evidenced by a certificate. Institutional CD’s are issued in denominations of
$100,000 or more. Maturities range from a few weeks to several years. Interest rates are set by
competitive forces in the marketplace.

COMMERCIAL PAPER: Short-term obligations with maturities ranging from 2 to 270 days
issued by banks, corporations, and other borrowers to investors with temporarily idle cash. Such
instruments are unsecured and usually discounted, although some are interest bearing.
COLLATERAL: Securities, evidence of deposit or other property which a borrower pledges to
secure repayment of a loan. Also refers to securities pledges by a bank to secure deposits of public
monies.

COUPON: The annual rate of interest that a bond’s issuer promises to pay the bondholder on the
bond’s face value. A certificate attached to a bond evidencing interest due on a payment date.
DEALER: A dealer, as opposed to a broker acts as a principal in all transactions, buying and
selling for his own account.

DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities: delivery
versus payment and delivery versus receipts (also called free). Delivery versus payment is
delivery of securities with an exchange of money for the securities. Delivery versus receipts is
delivery of securities with an exchange of signed receipt for the securities.

DEBENTURES: A bond secured only by the general credit of the issuer.

DISCOUNT: The difference between the cost price of a security and its value at maturity when
quoted at lower than face value. A security selling below original offering price shortly after sale
also is considered to be at a discount.

DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued at
discount and redeemed at maturity for full face value, e.g. U.S. Treasury bills.
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DIVERSIFICATION: Dividing investment funds among a variety of securities offering
independent returns.

FEDERAL DEPOSIT INSURANCE COPRORATION (FDIC): A federal agency established
in 1933 that guarantees (within limits) funds on deposit in member banks and performs other
functions such as making loans to or buying assets from members banks to facilitate mergers or
prevent failures.

FISCAL YEAR: An accounting or tax period comprising any twelve-month period. The City’s
fiscal year begins on July 1.

FULL FAITH AND CREDIT: The unconditional guarantee of the United States government
backing a debt for repayment.

INTEREST RATE: The interest payable each year on borrowed funds, expresses as a
percentage of the principal.

INVESTMENT: Use of capital to create more money, either through income-producing vehicles
or through more risk-oriented ventures designed to result in capital gains.

INVESTMENT PORTFOLIO: A collection of securities held by a bank, individual, institution,
or government agency for investment purposes.

LAIF: Trade name for the California State Local Agency Investment Fund.

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without
substantial loss of value.

LOCAL AGENCY INVESTMENT FUND (LAIF): Funds from local governmental units may
be remitted to the California State Treasurer for deposit in this special fund for the purpose of
investment.

MARKET VALUE: The price at which a security is trading and could presumably be purchased
or sold.

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

MEDIUM-TERM NOTES: Debt obligations issued by corporations and banks, usually in the
form of unsecured promissory notes. These are negotiable instruments that can be bought and sold
in a large and active secondary market. For the purposes of California Government Code, the term
“Medium Term” refers to a maximum remaining maturity of five years or less. They can be issued
with fixed or floating-rate coupons, and with or without early call features, although the vast
majority are fixed-rate and non-callable. Corporate notes have greater risk than Treasuries or
Agencies because they rely on the ability of the issuer to make payment of principal and interest.

MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper,
bankers’ acceptances, etc.) are issued and traded.

NEGOTIABLE CERTIFICATES OF DEPOSIT: Large-denomination CDs that are issued at
face value and typically pay interest at maturity, if maturing in less than 12 months. CDs that
mature beyond this range pay interest semi-annually. Negotiable CDs are issued by U.S. banks
(domestic CDs), U.S. branches of foreign banks (Yankee CDs), and thrifts. There is an active
secondary market for negotiable domestic and Yankee CDs. However, the negotiable thrift CD
secondary market is limited. Yields on CDs exceed those on U.S. treasuries and agencies of
similar maturities. This higher yield compensates the investor for accepting the risk of reduced
liquidity and the risk that the issuing bank might fail. State law does not require the
collateralization of negotiable CDs.
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PORTFOLIO: The collection of securities held by an investor.

PRIMARY DEALER: A group of government securities dealers that submit daily reports of
market activity and positions and monthly financial statements to the Federal Reserve Bank of
New York and are subject to its informal oversight. Primary dealers include Securities and
Exchange Commission (SEC) registered securities broker-dealers, banks, and a few unregulated
firms.

PRINCIPAL: The face or par value of an instrument.

RATE OF RETURN: 1) The yield obtainable on a security based on its purchase price or its
current market price. 2} Income earned on an investment, expressed as a percentage of the cost of
the investment. This may be the amortized yield to maturity on a bond or the current income
return.

RATING: The designation used by investors’ services to rate the quality of a security’s
creditworthiness. Moody’s ratings range from the highest Aaa, down through Aa, A, Bbb, Ba, B,
etc. while Standard and Poor’s rating range from the highest AAA, down through AA, A, BBB,
BB, B, etc,

SAFEKEEPING: A service offered to customers for a fee, where securities and valuables of all
types and descriptions are held in the vaults for protection.

SECONDARY MARKET: A market made for the purchase and sale of outstanding issues
following the initial distribution.

SECURITIES: Investment instruments such as bonds, stocks and other instruments of
indebtedness or equity.

SPREAD: The difference between two figures or percentages. For example, it may be the
difference between the bid and asked prices of a quote, or between the amount paid when brought
and the amount received when sold.

TREASURY BILLS (T-Bill): A non-interest bearing security issued by the U.S. Treasury to
finance the national debt. Most bills are issued to mature in three month, six month, or one year,
and are sold in minimum amounts of $10,000 in multiples of $5,000 above the minimum.
Treasury Bills are issued in book entry form only and are sold on a discount basis

TREASURY BONDS: Treasury Bonds are issued for a term of 30 years and pay a fixed rate of
interest every six months until they mature.

TREASURY NOTES: Intermediate term coupon bearing U.S. Treasury securities having initial
maturities of from one to ten years,

TRUSTEE: A bank designated as the custodian of funds and the official representative for
bondholders.

UNDERWRITER: A dealer bank or financial institution, which arranges for the sale and
distribution of a large batch of securities and assumes the responsibility for paying the net
purchase price.

UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that
member firms as well as nonmember broker-dealers in securities maintain maximum ratios of
indebtedness to liquid capital of 15 to 1: also called net capital rule and net capital ratio.
Indebtedness covers all money owed to a firm, including margin loans and commitments to
purchase securities, one-reason new public issues are spread among members of underwriting
syndicates. Liquid capital includes cash and assets easily converted into cash.
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U.S. GOVERNMENT AGENCIES: Instruments issued by various U.S. government agencies
most of which are secured only by the credit worthiness of the particular agency.

YIELD: The rate of annual income return on an investment, expressed as a percentage. a)
INCOME YIELD is obtained by dividing the current dollar income by the current market price for
the security. b) NET YIELD or YIELD TO MATURITY is the current income yield minus any
premium above par or plus any discount from par in purchase price, with the adjustment spread
over the period from the date of purchase to the date of maturity of the bond.
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CITY OF ST. HELENA

ResoLUTION NO. 2016-

Rescinding Resolution 2015-147 and Approving an
Investment Policy for the City of St. Helena

RECITALS

A. The City of St. Helena has an Investment Policy, which was adopted by Resolution
94-13. Government Code Sections 53600 et seq. were amended following the
aftermath of the Orange County financial disaster. Many restrictions were placed on
government investment practices, and reporting requirements were tightened.
These changes went into effect on January 1, 1997, and call for the investment
policy to be reviewed by the Council annually at a regular meeting; and

B. The proposed policy meets all state standards and has stricter standards in many
areas. The policy will be reviewed each year.

RESOLUTION

The City Council of the City of St. Helena hereby resolves as follows:

1. City Resolution 2015-147 and any other previous resolutions adopting an
investment policy for the City are hereby rescinded, and The Statement of
Investment Policy, a copy of which is attached and hereby made a part of this
resolution, is hereby approved and shall remain in effect for one year.

Approved at a Regular Meeting of the St. Helena City Council on September 13 2016,
by the following vote:

Mayor Galbraith:

Vice Mayor White:
Councilmember Crull:
Councilmember Dohring:
Councitmember Pitts:

APPROVED: ATTEST:




Alan Galbraith, Mayor Cindy Black, City Clerk
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Attachment D
BETTY T. YEE
California State Controller
LOCAL AGENCY INVESTMENT FUND
REMITTANCE ADVICE

Agency Name ST HELERRS
Account Number 98-28-897
As of 07/15/2016, your Local Agency Investment Fund account has been directly credited
with the interest earned on your deposits for the quarter ending 06/30/2016.

Eamings Ratio .00001495296852820

Interest Rate 0.55%

Dollar Day Total 5 627,547,660.04

Quarter End Principal Balance $ 6,897,351.60

Quarterly Interest Earned 5 9,383.70

hip/fiaif. sco.ca.gov/Resullaspx
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