
 

CITY COUNCIL AGENDA REPORT 
MEETING DATE:  JULY 19, 2011                                          ITEM NUMBER:       

 

SUBJECT: ADOPTION OF THE FY 2011-2012 STATEMENT OF INVESTMENT POLICY 
 
DATE: JUNE 24, 2011 
 
FROM:  FINANCE DEPARTMENT 
 
PRESENTATION 
BY: 

COLLEEN O’DONOGHUE, ASSISTANT FINANCE DIRECTOR 

 
FOR FURTHER INFORMATION CONTACT: COLLEEN O’DONOGHUE (714) 754-5219 
 

 
RECOMMENDED ACTION 
 
Adopt Resolution No. ____ approving the Statement of Investment Policy for Fiscal Year 2011-
2012 and to designate the Finance Director as City Treasurer. 
 
BACKGROUND 
 
The California Government Code Section 53646(a)(2) requires the City Treasurer to submit a 
“Statement of Investment Policy” to the legislative body each fiscal year.  This Investment Policy 
has been designed and developed according to the specific needs of the City of Costa Mesa and 
complies with the California Government Code, guidelines recommended by the California 
Municipal Treasurer’s Association (CMTA) and guidelines recommended by the Association of 
Public Treasurers of the United States and Canada (APTUS&C).  
 
The single most important statutory duty of the City Treasurer is set forth in California 
Government Code Section 41001 which provides that the “City Treasurer shall receive and 
safely keep all money coming into the Treasury.”  In light of these statutory responsibilities, the 
California Municipal Treasurer’s Association has established the following guidelines to prudent 
investment strategy for local treasurers to follow: 
 
Legal Investment Authority:  Temporary idle monies are to be invested in accordance with state 
and local statutes and in compliance with California Government Code Sections 53600 et. seq. 
 

•  Safety:  It is the primary duty and responsibility of the City Treasurer to protect, 
preserve, and maintain intact cash and investments placed in trust with the City Treasurer 
on behalf of the citizens of the City of Costa Mesa.  

 
• Liquidity:  An adequate percentage of the portfolio should be maintained in liquid short-

term securities, which can be converted to cash if necessary to meet disbursement 
requirements. 

 
• Yield:  The City Treasurer shall obtain the highest possible yield within the parameters of 

the City’s authorized investments, provided the criteria for safety and liquidity have been 
met. 
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ANALYSIS 
 
The 2010-2011 Investment Policy adopted on May 18, 2010, has been revised to reflect the 
changes as referenced below:   
 

• Under Section VII Authorized Investments, the subsection related to Reverse Repurchase 
Agreements was removed from the City’s Investment Policy in its entirety.  

 
The elimination of Reverse Repurchase Agreements from Authorized Investments 
strengthens our Investment Policy by reducing potential exposure to market risk. 

 
• Under Section VII Authorized Investments, in the subsection related to the Orange 

County Treasurer’s Pool, the following language was deleted; “However, any 
investments held by the Orange County Treasurer’s Pool will be apportioned and 
overlaid with the City’s Portfolio to determine compliance with other self-imposed 
restrictions as specified in this Investment Policy.” 

 
This language was deleted from the policy because the City doesn’t exercise control over 
the County’s investment selections and by overlaying their investments with our 
investments, it can negatively impact the City’s compliance with our investment 
limitations.  

 
• Under Section XII Policy Compliance Regulations, the following language was added; 

“so long as the action is deemed to be prudent under then current market conditions.” 
 

The language was added to the policy statement to provide the City Treasurer with the 
discretion of waiting for the right market conditions before selling the investment(s) in 
order to bring the portfolio back into compliance.  

 
• Under the Investment Guidelines and Strategy, the following reference was removed; 

“Reverse Repurchase Agreements, 20% Section 53601(i). 
 

The reference to Reverse Repurchase Agreements was removed due to the elimination of 
Reverse Repurchase Agreements as an authorized investment.  

 
• Miscellaneous or other “housekeeping” changes were made to various sections of the 

City’s Investment Policy as noted in the attached red-line copy of the policy statement. 
 

Whenever revisions to the Investment Policy are considered, the proposed revisions are reviewed 
and discussed with the Investment Oversight Committee at its meetings quarterly meeting.  The 
changes discussed herein have been submitted to the Investment Oversight Committee for 
review and comment on April 26, 2011.  After discussion of the proposed changes, the changes 
referenced above have been recommended to City Council for adoption by the Investment 
Oversight Committee.   
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CONCLUSION 
  
The attached Investment Policy has been revised to include the proposed changes referenced 
above. It is recommended that City Council adopt the attached Resolution Number ---- 
approving the attached Investment Policy for the 2011-12 fiscal year. 
   
 
 
       
COLLEEN O’DONOGHUE 
Assistant Finance Director 
 
Attachments: 
 

(1)  2010-11 Red Lined Statement of Investment Policy 
(2)  2011-12 Proposed Statement of Investment Policy 

Investment Guidelines and Strategy 
Investment Procedures:  Internal Controls - Guidelines 
Cash Controls:  Independent Auditors' Procedure 
Segregation of Treasury Responsibilities 

(3)  Glossary 
(4)  Resolution 

http://www.costamesaca.gov/ftp/council/agenda/2011/2011-07-19/Attachment_1-RedLined_2010-2011_City_Investment_Policy.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-07-19/Attachment_2-2011-12_Proposed_City_Investment_Policy.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-07-19/JUL19-Attachment_3-Glossary.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-07-19/JUL19-Attachment_4-Inv_Pol_Resolution.pdf
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