
Item No. 5
Town of Atherton 

FINANCE COMMITTEE STAFF REPORT

TO:  FINANCE COMMITTEE 

FROM: ROBERT BARRON III, FINANCE DIRECTOR 

DATE: JANUARY 14, 2020 

SUBJECT: PRESENTATION BY INSIGHT ASSSET MANAGEMENT 
INVESTMENT PROGRAM REVIEW OF THE TOWN. REVIEW 
STATEMENT OF INVESTMENT POLICY AND IF APPROPRIATE 
MAKE RECOMMENDATIONS OF CHANGES TO STATEMENT OF 
INVESTMENT POLICY FOR CITY COUNCIL APPROVAL  

RECOMMENDATION 

Review the investment program with Insight Asset Management Group and review statement of 
investment policy, if appropriate discuss and make recommendation of changes to the Statement 
of Investment Policy for city council approval. 

BACKGROUND 

Dave Witthohn, Senior Portfolio Manager for Insight investment is here today to discuss our 
fourth quarter investment portfolio program, and outlook of the economy. Staff also returns with 
the Investment Policy for review by the Finance Committee as to ensure investment objectives 
are consistently met. As of December 31, 2019, the total investment portfolio for the Town is 
$17,514,480 as illustrated in the Insight investment review book. The Town has an additional 
$18,580,276 in LAIF and operating account of $4,473,865 with an approximate total cash and 
investment of $40,568,621.  

Staff is returning with the Investment Policy for review as is required at least annually, for 
possible recommendations of changes to the policy. The Town investment policy is well 
positioned. Staff does not believe any changes to the investment policy needs to be made at 
this time. 

The main objectives of Town investments include preservation of capital and protection of 
investment, maintenance of appropriate liquidity to meet cash flow needs, attainment of market 
rate of return, and diversification. The Town’s main types of instruments for investments 
include United States Treasury Bills, Federal Instrumentality, Medium Term Notes (corporate 
bonds), and State of California’s Local Agency Investment Fund (LAIF). 

The committee may recall that last year it was recommended that minor changes to the Medium-
Term corporate investments be made. This was part of staff’s review with our asset manager 
(Insight Investments) looking for opportunities to continue optimum investments withing our 
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portfolio. Staff felt that making minor changes to the Medium-term corporate investments was 
appropriate for diversification and liquidity needs in the portfolio. Staff recommended and the 
minor change to the Medium-Term notes was approved to the following: 
 

 updated the minimum investment requirement on investing in AA for Medium-Term Notes to “A” ratings 
(page 3 of policy). This rating covers the entire range of A rated securities from A1, A2, A3. 

 
The ability to invest in “A” ratings allows for greater flexibility in diversification and interest 
earnings. Staff is preparing for the expenditure of funds and ensuring there is enough liquidity 
of cash available for the Civic Center project. Our current portfolio market value is 
approximately $17.5 Million as of December 2019. In observing the needs of cash resources for 
the Civic Center project in the next 24 to 27 months, staff is investing in shorter duration of 
investments and shifting funds to more liquid instruments. For maintenance of suitable liquidity 
for Civic Center project, staff has reviewed the duration of investments in the coming year. 
During the 2020 calendar year $11.7 million investments mature.   
 
Below is a list of security instruments that are maturing within the year. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
If appropriate, staff is recommending the Finance Committee review the policy and also 
recommends no changes to the investment policy at this time.   
 
ATTACHMENTS 
Insight Investment -Town Investment Review Book 
Statement of Investment Policy  

Description Maturity Value 
US Treasury 1/15/2020  $500,000  
America Honda Finance 2/14/2020  $500,000  
Chevron 3/3/2020  $500,000  
Federal Farm Credit 3/3/2020  $500,000  
Fannie Mae 3/30/2020  $690,000  
Toyota 4/17/2020  $600,000  
Freddie Mac 4/20/2020  $1,000,000  
Federal Home Loan Bank 5/28/2020  $800,000  
US Treasury 5/31/2020  $500,000  
US Treasury 6/15/2020  $500,000  
Freddie Mac 6/29/2020  $1,200,000  
US Treasury 6/30/2020  $500,000  
JP Morgan 7/22/2020  $600,000  
Fannie Mae 8/25/2020  $500,000  
American Express 9/14/2020  $600,000  
Freddie Mac 9/29/2020  $400,000  
Federal Home Loan Bank 10/1/2020  $500,000  
Freddie Mac 11/17/2020  $700,000  
IBM 11/30/2020  $600,000  
Total of Securities Maturing  $11,690,000 
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This document has been prepared by Insight North America LLC (INA), a registered investment adviser under the Investment Advisers Act of 1940 and 

regulated by the US Securities and Exchange Commission. INA is part of ‘Insight’ or ‘Insight Investment’, the corporate brand for certain asset management 

companies operated by Insight Investment Management Limited including, among others, Insight Investment Management (Global) Limited and Insight 

Investment International Limited. Unless otherwise stated, the performance presented is that of Insight and should not specifically be viewed as the 
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strategies for which the strategy management teams were responsible. Advisory services referenced herein are available in the US only through INA. INA and 

its Insight affiliates are part of the GIPS® firm Insight Investment, which claims compliance with GIPS. Please refer to the important disclosures at the back of 

this document. 

Performance presented is that of Insight Investment and should not specifically be viewed as the performance of Insight North America LLC. Please refer to the 
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Q4 2019 summary 

• Global central bank easing appears to have worked: With global economic data stabilizing over the quarter and the outlook for 

inflation still benign, it appears that global central banks may have successfully navigated the economic slowdown. The ‘dot plot’ 

released after the December Federal Open Market Committee (FOMC) meeting indicated that most members expect interest 

rates to remain unchanged through 2020.  The committee noted that “the current stance of monetary policy is appropriate to 

support sustained expansion of economic activity, strong labor market conditions, and inflation near the Committee’s symmetric 2 

percent objective”. 

• Global tail risks have faded: The US and China have reached a Phase One trade agreement, and while tariff rollback is modest, 

this agreement stands in strong contrast to the spiraling escalation experienced in Q3. Additionally, an agreement on the USMCA 

was reached and passed by the House of Representatives. Elections in the UK have also averted a potential crash out Brexit. 

• The yield curve steepened: The US Treasury curve steepened in Q4, with 2-year Treasury yields falling by 5bp, 10-year yields 

rising by 25bp and 30-year yields rising by 28bp.  

• Credit outperformed Treasuries: Corporate credit spreads contracted with the Bloomberg Barclays Corporate Index spread 

declining from 115bp to 93bp. Spreads at the longer end of the curve outperformed, as the Bloomberg Barclays Long Corporate 

Index spread contracted by 30bp and the Intermediate Corporate Index spread contracted by 18bp. Within investment grade 

issuers, BBB-rated issues tightened by 34bp over the quarter and by a significant 76bp over the year. 

• Risk assets continued to rally: US equity markets performed well, with the S&P 500 Index reaching record highs and 

experiencing over 30% increase in 2019, buoyed by lower bond yields and monetary stimulus. Equity market volatility remained 

low.  

• Risks include: 

− Trade tensions re-escalate to a point where they have a severe impact on the global growth outlook 

− Inflationary pressures unexpectedly turn upwards, forcing the Fed to abruptly change position again 

− European growth slows further, leading to more radical policy responses, with implications for global bond and credit markets 
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Source: Bloomberg LP, December 31, 2019. 

Fed funds target rate 

Comparative historical yield curves 

Market environment and strategies 

US economic indicators 
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Source: Bloomberg LP.  1 December 31, 2019.  2 September 30, 2019. 
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Source: Bloomberg LP, 1 December 31, 2019.  2 November 30, 2019 

Unemployment and underemployment2
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Source: Bloomberg LP, November 30, 2019. 

New and existing home sales 

Market environment and strategies 
US economic indicators 
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Town of Atherton Bank of America Merrill Lynch 1-3 Year Treasury Index

As of December 31, 2019. Past performance is not indicative of future results. Investment in any strategy involves a risk of loss. Returns are gross of fees. Performance results do not reflect the 

deduction of investment advisory fees. Client’s returns will be reduced by the investment advisory fees and other expenses. Please refer to the important disclosures and index definition at the back 

of this presentation.  

Annualized return: Fair value basis 

Annualized return: Amortized cost basis 

Town of Atherton 
Comparison annualized yields 

December 2014 through December 2019 
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As of December 31, 2019. 

Portfolio duration 

Portfolio balance: Ending market value 

Town of Atherton 
Portfolio size and duration 

December 2014 through December 2019 
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Town of Atherton amortized cost return versus 2 Year Treasury Note 

Town of Atherton 
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presentation. 

Town of Atherton fair value return versus Bank of America Merrill Lynch 1-3 Year Treasury Index 

Town of Atherton 
Performance versus benchmark 

January 2014 through December 2019 



The following data may not total 100% due to rounding. The list of holdings is only valid as of December 31, 

2019 and should not be relied upon as a complete listing of the account's past investment decisions. Holdings 

are subject to change without notice, may not represent current or future decisions and should not be 

construed as investment recommendations. 

Portfolio diversification 



RECAP OF SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Weighted

average

final

maturity (days)

Weighted

average

effective

duration (years)

Percent

of

portfolio

Amortized

cost

Historical

cost

Fair value Unrealized

gain (loss)

Cash and Cash Equivalents 2,473,970.53 2,473,970.53 2,473,970.53 0.00 14.13 0.001

Corporate Bonds 5,303,358.55 5,293,487.29 5,307,653.46 14,166.17 273 30.28 0.70

Government Agencies 7,738,519.08 7,751,389.82 7,781,075.16 29,685.34 239 44.18 0.64

Government Bonds 1,998,632.81 1,999,582.26 1,999,497.99 (84.27) 129 11.41 0.35

Total 17,514,480.97 17,518,429.90 17,562,197.14 43,767.24 203 100.00 0.54

Cash and Cash Equivalents

Corporate Bonds

Government Agencies

Government Bonds

Portfolio diversification (%)

Cash and Cash Equivalents 14.13

Corporate Bonds 30.28

Government Agencies 44.18

Government Bonds 11.41

Portfolio diversification (%)

19 MPR0043 



The following data is only valid as of December 31, 2019 and may not total 100% due to rounding. 

Maturity distribution 



MATURITY DISTRIBUTION OF SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Maturity Historic cost Percent

Under 90 days 4,473,147.06 25.54

90 to 179 days 4,088,686.60 23.35

180 days to 1 year 5,603,178.51 31.99

1 to 2 years 3,349,468.80 19.12

2 to 3 years 0.00 0.00

3 to 4 years 0.00 0.00

4 to 5 years 0.00 0.00

Over 5 years 0.00 0.00

17,514,480.97 100.00
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The following list of holdings is only valid as of December 31, 2019 and should not be relied upon as a 

complete listing of past investment decisions. Holdings are subject to change without notice, may not 

represent current or future decisions and should not be construed as investment recommendations. 

Holdings 



SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Amortized cost/

Accretion

(amortization)

Fair value/

Change in fair

value

Interest

received

Interest

earned

Unrealized

gain

(loss)

Coupon Maturity/

Call date

Historical cost/

Accrued interest

purchased

Cusip/

Description

Total

accrued

interest

%

Port

cost

Par value or

shares

Cash and Cash Equivalents

0.000 2,473,970.53 2,473,970.53

0.00

0.00 0.00 0.00 0.00

0.00 0.00

Cash and Cash Equivalents 14.132,473,970.532,473,970.53

Total Cash and Cash Equivalents 2,473,970.53 2,473,970.53 2,473,970.53 0.00 0.00 0.00

0.00 0.00

14.130.00

0.00

2,473,970.53

Corporate Bonds

02665WBM2 2.000 02/14/2020 500,155.00 500,059.82

(64.50)

(78.89) 0.00 861.12 3,805.56

0.00 (40.79)AMERICAN HONDA FINANCE

2% 14FEB2020

2.86499,980.93500,000.00

166764AR1 1.961 03/03/2020 500,225.00 500,072.09

(68.62)

(160.77) 0.00 844.32 3,213.86

02/03/2020 0.00 (65.53)CHEVRON CORP 1.961%

03MAR2020 (CALLABLE

06FEB20)

2.86499,911.32500,000.00

89236TDU6 1.950 04/17/2020 598,992.00 599,622.88

(157.99)

364.78 0.00 1,007.50 2,405.00

0.00 105.73TOYOTA MOTOR CREDIT CORP

1.95% 17APR2020

3.42599,987.66600,000.00

46625HHS2 4.400 07/22/2020 613,302.00 607,052.50

(942.94)

1,213.66 0.00 2,273.33 11,660.00

0.00 (1,047.41)JPMORGAN CHASE & CO 4.4%

22JUL2020

3.50608,266.16600,000.00

0258M0DX4 2.600 09/14/2020 602,592.00 601,440.71

(422.64)

768.34 0.00 1,343.34 4,636.67

08/14/2020 0.00 (192.96)AMERICAN EXPRESS CREDIT

2.6% 14SEP2020 (CALLABLE

14AUG20)

3.44602,209.05600,000.00

44932HAK9 3.450 11/30/2020 610,218.75 606,625.12

(334.85)

2,637.00 10,350.00 1,725.00 1,725.00

0.00 (602.29)IBM CREDIT LLC 3.45%

30NOV2020

3.48609,262.12600,000.00

037833BS8 2.250 02/23/2021 547,712.00 548,541.75

480.70

4,731.59 0.00 1,065.62 4,400.00

01/23/2021 0.00 105.92APPLE INC 2.25% 23FEB2021

(CALLABLE 23JAN21)

3.13553,273.34550,000.00

23 MPR0043 



SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Amortized cost/

Accretion

(amortization)

Fair value/

Change in fair

value

Interest

received

Interest

earned

Unrealized

gain

(loss)

Coupon Maturity/

Call date

Historical cost/

Accrued interest

purchased

Cusip/

Description

Total

accrued

interest

%

Port

cost

Par value or

shares

Corporate Bonds

084670BQ0 2.200 03/15/2021 681,604.80 681,171.85

(796.49)

1,458.89 0.00 1,288.22 4,404.89

02/15/2021 0.00 (83.70)BERKSHIRE HATHAWAY INC

2.2% 15MAR2021 (CALLABLE

15FEB21)

3.89682,630.74680,000.00

69353REW4 2.150 04/29/2021 648,557.00 648,900.57

162.44

3,231.57 0.00 1,203.41 2,406.81

03/30/2021 0.00 66.42PNC BANK NA 2.15%

29APR2021 (CALLABLE

30MAR21)

3.70652,132.14650,000.00

Total Corporate Bonds 5,303,358.55 5,293,487.29 5,307,653.46 14,166.17 10,350.00 11,611.86

0.00 (1,754.61)

30.2838,657.79

(2,144.89)

5,280,000.00

Government Agencies

3133EHET6 1.580 03/03/2020 499,714.50 499,982.24

114.15

120.19 0.00 680.27 2,589.44

0.00 8.45FEDERAL FARM CREDIT BANK

1.58% 03MAR2020

2.85500,102.43500,000.00

3136G3UB9 1.200 03/30/2020 688,625.52 689,226.86

256.35

51.68 0.00 690.00 2,070.00

0.00 257.72FANNIE MAE 1.2% 30MAR2020

CALLABLE

3.93689,278.54690,000.00

3137EAEF2 1.375 04/20/2020 997,373.36 998,791.09

394.83

408.91 0.00 1,184.03 2,711.81

0.00 329.71FREDDIE MAC 1.375%

20APR2020

5.69999,200.001,000,000.00

3130AECJ7 2.625 05/28/2020 804,184.00 802,608.44

(581.71)

518.31 0.00 1,808.33 1,925.00

0.00 (507.68)FEDERAL HOME LOAN BANK

2.625% 28MAY2020

4.59803,126.75800,000.00

3134GBN40 1.625 06/29/2020 1,198,560.00 1,199,740.16

(334.37)

241.30 9,750.00 1,679.16 108.33

0.00 43.55FREDDIE MAC 1.625%

29JUN2020 CALLABLE #0001

6.841,199,981.461,200,000.00

3136G3U86 1.300 08/25/2020 490,420.00 495,986.99

208.38

2,841.88 0.00 559.72 2,275.00

0.00 512.30FANNIE MAE 1.3% 25AUG2020

CALLABLE

2.80498,828.87500,000.00
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SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Amortized cost/

Accretion

(amortization)

Fair value/

Change in fair

value

Interest

received

Interest

earned

Unrealized

gain

(loss)

Coupon Maturity/

Call date

Historical cost/

Accrued interest

purchased

Cusip/

Description

Total

accrued

interest

%

Port

cost

Par value or

shares

Government Agencies

3137EAEJ4 1.625 09/29/2020 394,404.00 397,377.48

2.88

2,597.55 0.00 559.72 1,661.11

0.00 292.47FREDDIE MAC 1.625%

29SEP2020

2.25399,975.03400,000.00

3130AEWA4 2.625 10/01/2020 500,495.00 500,224.70

(291.86)

3,387.08 0.00 1,130.21 3,281.25

0.00 (24.87)FEDERAL HOME LOAN BANK

2.625% 01OCT2020

2.86503,611.78500,000.00

3137EAEK1 1.875 11/17/2020 693,147.70 696,403.68

(30.40)

4,970.41 0.00 1,130.21 1,604.17

0.00 340.35FREDDIE MAC 1.875%

17NOV2020

3.96701,374.09700,000.00

3133EJJD2 2.540 04/05/2021 800,831.20 800,509.70

624.70

9,210.38 0.00 1,749.78 4,854.22

0.00 (33.60)FEDERAL FARM CREDIT BANK

2.54% 05APR2021

4.57809,720.08800,000.00

3130A1W95 2.250 06/11/2021 670,763.80 670,538.48

191.70

5,337.65 7,537.50 1,298.12 837.50

0.00 (31.01)FEDERAL HOME LOAN BANK

2.25% 11JUN2021 #0000

3.83675,876.13670,000.00

Total Government Agencies 7,738,519.08 7,751,389.82 7,781,075.16 29,685.34 17,287.50 12,469.55

0.00 1,187.39

44.1823,917.83

554.65

7,760,000.00

Government Bonds

912828V31 1.375 01/15/2020 499,082.03 499,985.32

130.82

(35.72) 0.00 579.14 3,157.27

0.00 30.34USA TREASURY 1.375%

15JAN2020

2.85499,949.60500,000.00

912828XE5 1.500 05/31/2020 499,746.09 499,772.97

(21.92)

(48.80) 0.00 307.38 635.25

(327.87) 26.88USA TREASURY 1.5%

31MAY2020

2.85499,724.17500,000.00

912828XU9 1.500 06/15/2020 499,765.63 499,788.43

58.59

35.79 0.00 307.38 327.87

(20.49) 22.80USA TREASURY 1.5%

15JUN2020

2.85499,824.22500,000.00
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SECURITIES HELD

As of December 31, 2019

TOWN OF ATHERTON

Amortized cost/

Accretion

(amortization)

Fair value/

Change in fair

value

Interest

received

Interest

earned

Unrealized

gain

(loss)

Coupon Maturity/

Call date

Historical cost/

Accrued interest

purchased

Cusip/

Description

Total

accrued

interest

%

Port

cost

Par value or

shares

Government Bonds

912828XH8 1.625 06/30/2020 500,039.06 500,035.54

(39.06)

(35.54) 4,062.50 331.18 0.00

(3,731.32) (3.52)USA TREASURY 1.625%

30JUN2020

2.86500,000.00500,000.00

Total Government Bonds 1,998,632.81 1,999,582.26 1,999,497.99 (84.27) 4,062.50 1,525.08

(4,079.68) 76.50

11.414,120.39

128.43

2,000,000.00

Grand total 17,514,480.97 17,518,429.90

(1,461.81)

43,767.24 31,700.00 25,606.4917,513,970.53

(4,079.68) (490.72)

100.0066,696.0117,562,197.14
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The following list of holdings is only valid as of December 31, 2019 and should not be relied upon as a 

complete listing of past investment decisions. Holdings are subject to change without notice, may not 

represent current or future decisions and should not be construed as investment recommendations. 

Yield report 



SECURITIES HELD

Par value or Trade Purchase % Portfolio

Cusip Description Coupon Maturity shares Historical cost date yield hist cost

Cash and Cash Equivalents

Cash and Cash Equivalents 2,473,970.53 2,473,970.53 14.13

Total Cash and Cash Equivalents 2,473,970.53 2,473,970.53 14.13

Corporate Bonds

02665WBM2 AMERICAN HONDA FINANCE CORP 2.000 02/14/2020 500,000.00 500,155.00 10/21/2019 1.84 2.86

166764AR1 CHEVRON CORP-ARRANGING BROKER 1.961 03/03/2020 500,000.00 500,225.00 10/21/2019 1.80 2.86

89236TDU6 TOYOTA MOTOR CREDIT CORP 1.950 04/17/2020 600,000.00 598,992.00 07/02/2019 2.16 3.42

46625HHS2 JP MORGAN CHASE & CO 4.400 07/22/2020 600,000.00 613,302.00 07/02/2019 2.25 3.50

0258M0DX4 AMERICAN EXPRESS CREDIT CORP 2.600 09/14/2020 600,000.00 602,592.00 07/02/2019 2.23 3.44

44932HAK9 IBM CREDIT LLC 3.450 11/30/2020 600,000.00 610,218.75 07/02/2019 2.21 3.48

037833BS8 APPLE INC 2.250 02/23/2021 550,000.00 547,712.00 05/06/2019 2.48 3.13

084670BQ0 BERKSHIRE HATHAWAY INC 2.200 03/15/2021 680,000.00 681,604.80 07/30/2019 2.05 3.89

69353REW4 PNC BANK NA 2.150 04/29/2021 650,000.00 648,557.00 07/30/2019 2.28 3.70

Total Corporate Bonds 5,280,000.00 5,303,358.55 2.15 30.28

Government Agencies

3133EHET6 FEDERAL FARM CREDIT BANKS FUNDING CORP 1.580 03/03/2020 500,000.00 499,714.50 05/11/2017 1.60 2.85

3136G3UB9 FEDERAL NATIONAL MORTGAGE ASSOCIATION 1.200 03/30/2020 690,000.00 688,625.52 10/21/2019 1.64 3.93

3137EAEF2 FEDERAL HOME LOAN MORTGAGE COR 1.375 04/20/2020 1,000,000.00 997,373.36 08/22/2019 1.78 5.69

3130AECJ7 FEDERAL HOME LOAN BANKS 2.625 05/28/2020 800,000.00 804,184.00 09/30/2019 1.82 4.59

3134GBN40 FEDERAL HOME LOAN MORTGAGE COR 1.625 06/29/2020 1,200,000.00 1,198,560.00 09/28/2017 1.67 6.84

3136G3U86 FEDERAL NATIONAL MORTGAGE ASSOCIATION 1.300 08/25/2020 500,000.00 490,420.00 02/05/2019 2.57 2.80

3137EAEJ4 FEDERAL HOME LOAN MORTGAGE COR 1.625 09/29/2020 400,000.00 394,404.00 02/26/2019 2.54 2.25

3130AEWA4 FEDERAL HOME LOAN BANKS 2.625 10/01/2020 500,000.00 500,495.00 02/05/2019 2.57 2.86

3137EAEK1 FEDERAL HOME LOAN MORTGAGE COR 1.875 11/17/2020 700,000.00 693,147.70 03/14/2019 2.47 3.96

3133EJJD2 FEDERAL FARM CREDIT BANKS FUNDING CORP 2.540 04/05/2021 800,000.00 800,831.20 03/14/2019 2.48 4.57

3130A1W95 FEDERAL HOME LOAN BANKS 2.250 06/11/2021 670,000.00 670,763.80 05/23/2019 2.19 3.83

Total Government Agencies 7,760,000.00 7,738,519.08 2.05 44.18

Government Bonds

912828V31 UNITED STATES TREASURY NOTE/BOND 1.375 01/15/2020 500,000.00 499,082.03 06/21/2017 1.45 2.85

912828XE5 UNITED STATES TREASURY NOTE/BOND 1.500 05/31/2020 500,000.00 499,746.09 12/13/2019 1.61 2.85

912828XU9 UNITED STATES TREASURY NOTE/BOND 1.500 06/15/2020 500,000.00 499,765.63 12/13/2019 1.59 2.85

912828XH8 UNITED STATES TREASURY NOTE/BOND 1.625 06/30/2020 500,000.00 500,039.06 12/13/2019 1.61 2.86

Total Government Bonds 2,000,000.00 1,998,632.81 1.57 11.41

Grand Total 17,513,970.53 17,514,480.97 1.74 100.00

TOWN OF ATHERTON

As of December 31, 2019
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The following list of holdings is only valid as of December 31, 2019 and should not be relied upon as a 

complete listing of past investment decisions. Holdings are subject to change without notice, may not 

represent current or future decisions and should not be construed as investment recommendations. 

GASB 40 



GASB 40 - DEPOSIT AND INVESTMENT RISK DISCLOSURE

As of December 31, 2019

TOWN OF ATHERTON

Cusip S&P

rating

Moody

rating

Historical

cost

% Portfolio

hist cost

Market

value

% Portfolio

mkt value

Effective

dur (yrs)

Description Coupon Maturity

date

Call date Par value or

shares

Federal Home Loan Mortgage Corp

3137EAEF2 FREDDIE MAC 1.375% 1.375 04/20/2020 AA+ Aaa 1,000,000.00 997,373.36 5.69 999,200.00 5.69 0.30

3134GBN40 FREDDIE MAC 1.625% 1.625 06/29/2020 AA+ Aaa 1,200,000.00 1,198,560.00 6.84 1,199,981.46 6.83 0.49

3137EAEJ4 FREDDIE MAC 1.625% 1.625 09/29/2020 AA+ Aaa 400,000.00 394,404.00 2.25 399,975.03 2.28 0.74

3137EAEK1 FREDDIE MAC 1.875% 1.875 11/17/2020 AA+ Aaa 700,000.00 693,147.70 3.96 701,374.09 3.99 0.87

Issuer total 3,300,000.00 3,283,485.06 18.75 3,300,530.58 18.79 0.54

Cash and Cash Equivalents

INVESTED CASH 0.000 2,473,970.53 2,473,970.53 0.00 2,473,970.53 14.09 0.00

Issuer total 2,473,970.53 2,473,970.53 0.00 2,473,970.53 14.09 0.00

United States Treasury Note/Bond

912828V31 USA TREASURY 1.375% 1.375 01/15/2020 AA+ Aaa 500,000.00 499,082.03 2.85 499,949.60 2.85 0.04

912828XE5 USA TREASURY 1.5% 1.500 05/31/2020 AA+ Aaa 500,000.00 499,746.09 2.85 499,724.17 2.85 0.41

912828XU9 USA TREASURY 1.5% 1.500 06/15/2020 AA+ Aaa 500,000.00 499,765.63 2.85 499,824.22 2.85 0.45

912828XH8 USA TREASURY 1.625% 1.625 06/30/2020 AA+ Aaa 500,000.00 500,039.06 2.86 500,000.00 2.85 0.49

Issuer total 2,000,000.00 1,998,632.81 11.41 1,999,497.99 11.39 0.35

Federal Home Loan Banks

3130AECJ7 FEDERAL HOME LOAN 2.625 05/28/2020 AA+ Aaa 800,000.00 804,184.00 4.59 803,126.75 4.57 0.40

3130AEWA4 FEDERAL HOME LOAN 2.625 10/01/2020 AA+ Aaa 500,000.00 500,495.00 2.86 503,611.78 2.87 0.74

3130A1W95 FEDERAL HOME LOAN 2.250 06/11/2021 AA+ Aaa 670,000.00 670,763.80 3.83 675,876.13 3.85 1.42

Issuer total 1,970,000.00 1,975,442.80 11.28 1,982,614.66 11.29 0.83

Federal Farm Credit Banks Funding Corp

3133EHET6 FEDERAL FARM CREDIT 1.580 03/03/2020 AA+ Aaa 500,000.00 499,714.50 2.85 500,102.43 2.85 0.17

3133EJJD2 FEDERAL FARM CREDIT 2.540 04/05/2021 AA+ Aaa 800,000.00 800,831.20 4.57 809,720.08 4.61 1.23

Issuer total 1,300,000.00 1,300,545.70 7.43 1,309,822.51 7.46 0.82
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GASB 40 - DEPOSIT AND INVESTMENT RISK DISCLOSURE

As of December 31, 2019

TOWN OF ATHERTON

Cusip S&P

rating

Moody

rating

Historical

cost

% Portfolio

hist cost

Market

value

% Portfolio

mkt value

Effective

dur (yrs)

Description Coupon Maturity

date

Call date Par value or

shares

Federal National Mortgage Association

3136G3UB9 FANNIE MAE 1.2% 1.200 03/30/2020 AA+ Aaa 690,000.00 688,625.52 3.93 689,278.54 3.92 0.25

3136G3U86 FANNIE MAE 1.3% 1.300 08/25/2020 AA+ Aaa 500,000.00 490,420.00 2.80 498,828.87 2.84 0.64

Issuer total 1,190,000.00 1,179,045.52 6.73 1,188,107.41 6.77 0.41

Berkshire Hathaway Inc

084670BQ0 BERKSHIRE HATHAWAY 2.200 03/15/2021 02/15/2021 AA Aa2 680,000.00 681,604.80 3.89 682,630.74 3.89 1.11

Issuer total 680,000.00 681,604.80 3.89 682,630.74 3.89 1.11

PNC Bank NA

69353REW4 PNC BANK NA 2.15% 2.150 04/29/2021 03/30/2021 A A2 650,000.00 648,557.00 3.70 652,132.14 3.71 1.24

Issuer total 650,000.00 648,557.00 3.70 652,132.14 3.71 1.24

IBM Credit LLC

44932HAK9 IBM CREDIT LLC 3.45% 3.450 11/30/2020 A A2 600,000.00 610,218.75 3.48 609,262.12 3.47 0.90

Issuer total 600,000.00 610,218.75 3.48 609,262.12 3.47 0.90

JPMorgan Chase & Co

46625HHS2 JPMORGAN CHASE & CO 4.400 07/22/2020 A- A2 600,000.00 613,302.00 3.50 608,266.16 3.46 0.54

Issuer total 600,000.00 613,302.00 3.50 608,266.16 3.46 0.54

American Express Credit Corp

0258M0DX4 AMERICAN EXPRESS 2.600 09/14/2020 08/14/2020 A- A2 600,000.00 602,592.00 3.44 602,209.05 3.43 0.62

Issuer total 600,000.00 602,592.00 3.44 602,209.05 3.43 0.62

Toyota Motor Credit Corp

89236TDU6 TOYOTA MOTOR CREDIT 1.950 04/17/2020 AA- Aa3 600,000.00 598,992.00 3.42 599,987.66 3.42 0.29

Issuer total 600,000.00 598,992.00 3.42 599,987.66 3.42 0.29
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GASB 40 - DEPOSIT AND INVESTMENT RISK DISCLOSURE

As of December 31, 2019

TOWN OF ATHERTON

Cusip S&P

rating

Moody

rating

Historical

cost

% Portfolio

hist cost

Market

value

% Portfolio

mkt value

Effective

dur (yrs)

Description Coupon Maturity

date

Call date Par value or

shares

Apple Inc

037833BS8 APPLE INC 2.25% 2.250 02/23/2021 01/23/2021 AA+ Aa1 550,000.00 547,712.00 3.13 553,273.34 3.15 1.05

Issuer total 550,000.00 547,712.00 3.13 553,273.34 3.15 1.05

American Honda Finance Corp

02665WBM AMERICAN HONDA 2.000 02/14/2020 A A2 500,000.00 500,155.00 2.86 499,980.93 2.85 0.12

Issuer total 500,000.00 500,155.00 2.86 499,980.93 2.85 0.12

Chevron Corp

166764AR1 CHEVRON CORP 1.961% 1.961 03/03/2020 02/03/2020 AA Aa2 500,000.00 500,225.00 2.86 499,911.32 2.85 0.14

Issuer total 500,000.00 500,225.00 2.86 499,911.32 2.85 0.14

Grand total 17,513,970.53 17,514,480.97 100.00 17,562,197.14 100.00 0.54
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Information about the index shown here is provided to allow for comparison of the performance of the strategy to that of a certain well-known and widely recognized index. 

There is no representation that such index is an appropriate benchmark for such comparison. You cannot invest directly in an index and the index represented does not 

take into account trading commissions and/or other brokerage or custodial costs. The volatility of the index may be materially different from that of the strategy. In addition, 

the strategy’s holdings may differ substantially from the securities that comprise the index shown. 

Index descriptions 

Index Description 

BofA Merrill Lynch 1-3 US 

Year Treasury Index  

The BofA Merrill Lynch 1-3 US Year Treasury Index is an unmanaged index that tracks the performance of the direct sovereign debt of the U.S. 

Government having a maturity of at least one year and less than three years.  

SELECT 

RELEVANT 

INDEX

DESCRIPTIONS 

FROM HERE

IF THE INDEX

YOU NEED IS 

MISSING, 

PLEASE SPEAK 

TO

$PRESENTATION

S

CHOOSE THE 

RELEVANT 

PARAGRAPH 

ACCORDING TO

WHETHER YOU 

ARE TALKING

ABOUT 

SEVERAL

INDICES OR 

ONE INDEX

file://iprod.local/dfs/Depts/Institutions/RFP-DTP/DTP US/Benchmark index descriptions for US documents
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This document has been prepared by Insight North America LLC (INA), a registered investment 
adviser under the Investment Advisers Act of 1940 and regulated by the US Securities and 
Exchange Commission. INA is part of ‘Insight’ or ‘Insight Investment’, the corporate brand for certain 
asset management companies operated by Insight Investment Management Limited including, 
among others, Insight Investment Management (Global) Limited and Insight Investment International 
Limited. 
Opinions expressed herein are current opinions of Insight, and are subject to change without notice. 
Insight assumes no responsibility to update such information or to notify a client of any changes. Any 
outlooks, forecasts or portfolio weightings presented herein are as of the date appearing on this 
material only and are also subject to change without notice. Insight disclaims any responsibility to 
update such views. No forecasts can be guaranteed. 
Nothing in this document is intended to constitute an offer or solid action to sell or a solid action of an 
offer to buy any product or service (nor shall any product or service be offered or sold to any person) 
in any jurisdiction in which either (a) INA is not licensed to conduct business, and/or (b) an offer, 
solicitation, purchase or sale would be unavailable or unlawful. 
This document should not be duplicated, amended, or forwarded to a third party without consent 
from INA. This is a marketing document intended for institutional investors only and should not be 
made available to or relied upon by retail investors. This material is provided for general information 
only and should not be construed as investment advice or a recommendation. You should consult 
with your adviser to determine whether any particular investment strategy is appropriate. 
Assets under management include exposures and cash, and are calculated on a gross notional 
basis. Regulatory assets under management without exposures shown can be provided upon 
request. Unless otherwise specified, the performance shown herein is that of Insight Investment (for 
Global Investment Performance Standards (GIPS®), the ‘firm’) and not specifically of INA. See the 
GIPS® composite disclosure page for important information and related disclosures about firm 
performance. 
Past performance is not a guide to future performance, which will vary. The value of 
investments and any income from them will fluctuate and is not guaranteed (this may partly be due to 
exchange rate changes). Future returns are not guaranteed and a loss of principal may occur. 
All performance numbers used in the analysis are gross returns. The performance reflects the 
reinvestment of all dividends and income. INA charges management fees on all portfolios that they 
manage and these fees will reduce the returns on the portfolios. For example, assume that $30 
million is invested in an account with INA, and this account achieves a 5.0% annual return 
compounded monthly, gross of fees, for a period of five years. At the end of five years that account 
would have grown to $38,500,760 before the deduction of management fees. Assuming 
management fees of 0.25% per year are deducted monthly from the account, the value at the end of 
the five year period would be $38,022,447. Actual fees for new accounts are dependent on size and 
subject to negotiation. INA’s investment advisory fees are discussed in Part 2A of its Form ADV. A 
full description of INA’s advisory fees are described in Part 2A of Form ADV available from INA at 
www.adviserinfo.sec.gov.  
Targeted returns intend to demonstrate that the strategy is managed in such a manner as to seek to 
achieve the target return over a normal market cycle based on what Insight has observed in the 
market, generally, over the course of an investment cycle. In no circumstances should the targeted 
returns be regarded as a representation, warranty or prediction that the specific deal will reflect any 
particular performance or that it will achieve or is likely to achieve any particular result or that 
investors will be able to avoid losses, including total losses of their investment. 
The information shown is derived from a representative account deemed to appropriately represent 
the management styles herein. Each investor’s portfolio is individually managed and may vary from 
the information shown. The mention of a specific security is not a recommendation to buy or sell such 
security. The specific securities identified are not representative of all the securities purchased, sold 
or recommended for advisory clients. It should not be assumed that an investment in the securities 
identified will be profitable. Actual holdings will vary for each client and there is no guarantee that a 
particular client’s account will hold any or all of the securities listed. 

The quoted benchmarks within this presentation do not reflect deductions for fees, expenses or 
taxes. These benchmarks are unmanaged and cannot be purchased directly by investors. 
Benchmark performance is shown for illustrative purposes only and does not predict or depict the 
performance of any investment. There may be material factors relevant to any such comparison such 
as differences in volatility, and regulatory and legal restrictions between the indices shown and the 
strategy. 
Transactions in foreign securities may be executed and settled in local markets. Performance 
comparisons will be affected by changes in interest rates. Investment returns fluctuate due to 
changes in market conditions. Investment involves risk, including the possible loss of principal. No 
assurance can be given that the performance objectives of a given strategy will be achieved. 
Insight does not provide tax or legal advice to its clients and all investors are strongly urged to consult 
their tax and legal advisors regarding any potential strategy or investment. 
Information herein may contain, include or is based upon forward-looking statements within the 
meaning of the federal securities laws, specifically Section 21E of the Securities Exchange Act of 
1934, as amended. Forward-looking statements include all statements, other than statements of 
historical fact, that address future activities, events or developments, including without limitation, 
business or investment strategy or measures to implement strategy, competitive strengths, goals 
expansion and growth of our business, plans, prospects and references to future or success. You 
can identify these statements by the fact that they do not relate strictly to historical or current facts. 
Words such as ‘anticipate,’ ‘estimate,’ ‘expect,’ ‘project,’ ‘intend,’ ‘plan,’ ‘believe,’ and other similar 
words are intended to identify these forward-looking statements. Forward-looking statements can be 
affected by inaccurate assumptions or by known or unknown risks and uncertainties. Many such 
factors will be important in determining our actual future results or outcomes. Consequently, no 
forward-looking statement can be guaranteed. Our actual results or outcomes may vary materially. 
Given these uncertainties, you should not place undue reliance on these forward-looking statements.  
Insight and BNY Mellon Securities Corporation (BNYMSC) are subsidiaries of BNY Mellon. BNYMSC 
is a registered broker and FINRA member. BNY Mellon is the corporate brand of the Bank of New 
York Mellon Corporation and may also be used as a generic term to reference the Corporation as a 
whole or its various subsidiaries generally. Products and services may be provided under various 
brand names and in various countries by subsidiaries, affiliates and joint ventures of the Bank of New 
York Mellon Corporation where authorized and regulated as required within each jurisdiction. Unless 
you are notified to the contrary, the products and services mentioned are not insured by the FDIC (or 
by any government entity) and are not guaranteed by or obligations of the Bank of New York Mellon 
Corporation or any of its affiliates. The Bank of New York Mellon Corporation assumes no 
responsibility for the accuracy or completeness of the above data and disclaims all expressed or 
implied warranties in connection there with. Personnel of certain of our BNY Mellon affiliates may act 
as: (i) registered representatives of BNYMSC (in its capacity as a registered broker-dealer) to offer 
securities, (ii) officers of the Bank of New York Mellon (a New York chartered bank) to offer bank-
maintained collective investment funds and (iii) associated persons of BNYMSC (in its capacity as a 
registered investment adviser) to offer separately managed accounts managed by BNY Mellon 
Investment Management firms. 
Disclaimer for Non-US Clients: Prospective clients should inform themselves as to the legal 
requirements and tax consequences within the countries of their citizenship, residence, domicile and 
place of business with respect to the purchase and ongoing provision of advisory services. No 
regulator or government authority has reviewed this document or the merits of the products and 
services referenced herein. 
This document is directed and intended for ‘institutional investors’ (as such term is defined in various 
jurisdictions). By accepting this document, you agree (a) to keep all information contained herein (the 
‘Information’) confidential, (b) not use the Information for any purpose other than to evaluate a 
potential investment in any product described herein, and (c) not to distribute the Information to any 
person other than persons within your organization or to your client that has engaged you to evaluate 
an investment in such product. 
Telephone conversations may be recorded in accordance with applicable laws. 
© 2020 Insight Investment. All rights reserved. 
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Town of Atherton 

 
Statement of Investment Policy 

 
 
 
The City Council of the Town of Atherton (the Town) has adopted this Investment Policy (the 
Policy) in order to establish the investment scope, objectives, delegation of authority, 
standards of prudence, reporting requirements, internal controls, eligible investments and 
transactions, diversification requirements, risk tolerance, and safekeeping and custodial 
procedures for the investment of the funds of the Town.  All Town funds will be invested in 
accordance with this Policy and with applicable sections of the California Government Code. 
 
This Investment Policy was endorsed and adopted by the City Council on.  It replaces any 
previous investment policy or investment procedures of the Town. 
 
 

SCOPE 
 
The provisions of this Policy shall apply to all financial assets of the Town as accounted for 
in the Town’s Comprehensive Annual Financial Report. 
 
All cash shall be pooled for investment purposes.  The investment income derived from the 
pooled investment account shall be allocated to the contributing funds based upon the 
proportion of the respective average balances relative to the total pooled balance.  
Investment income shall be distributed to the individual funds not less than annually. 
 

 
OBJECTIVES 

 
The Town’s funds shall be invested in accordance with all applicable Town codes and 
resolutions, California statutes, and Federal regulations, and in a manner designed to 
accomplish the following objectives, which are listed in priority order: 
 
1. Preservation of capital and protection of investment principal. 
2. Maintenance of sufficient liquidity to meet anticipated cash flows. 
3. Attainment of a market rate of return. 
4. Diversification to avoid incurring unreasonable market risks. 
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DELEGATION OF AUTHORITY 
 
The management responsibility for the Town’s investment program is delegated annually by 
the City Council to the Treasurer, as provided for in California Government Code Section 
53607. The Town’s City Manager serves as the Treasurer shall work in conjunction with the 
Finance Director to conduct investment transactions and to manage the operation of the 
investment portfolio. No person may engage in an investment transaction except as 
expressly provided under the terms of this Policy.   
 
The City Manager or designee shall develop administrative procedures and internal controls, 
consistent with this Policy, for the operation of the Town's investment program.  Such 
procedures shall be designed to prevent losses of public funds arising from fraud, employee 
error, misrepresentation by third parties, or imprudent actions by employees of the Town. 
 
The Town may engage the support services of outside investment advisors with respect to 
its investment program, so long as it can be demonstrated that these services produce a net 
financial advantage or necessary financial protection of the Town's financial resources. 
 
 

PRUDENCE 
 
The standard of prudence to be used for managing the Town's investment program is 
California Government Code Section 53600.3, the prudent investor standard which states, 
“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 Town's overall investment program shall be designed and managed with a degree of 
professionalism that is worthy of the public trust.  The Town recognizes that no investment is 
totally without risk and that the investment activities of the Town are a matter of public 
record.  Accordingly, the Town recognizes that occasional measured losses may occur in a 
diversified portfolio and shall be considered within the context of the overall portfolio's return, 
provided that adequate diversification has been implemented and that the sale of a security 
is in the best long-term interest of the Town. 
 
The City Manager or designee and authorized investment personnel acting in accordance 
with established procedures and exercising due diligence shall be relieved of personal 
responsibility for an individual security's credit risk or market price changes, provided that 
deviations from expectations are reported in a timely fashion to the City Council and 
appropriate action is taken to control adverse developments. 
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ETHICS AND CONFLICTS OF INTEREST 
 
Elected officials and employees involved in the investment process shall refrain from 
personal business activity that could conflict with proper execution of the Town’s investment 
program or could impair or create the appearance of an impairment of their ability to make 
impartial investment decisions.  Employees and investment officials shall subordinate their 
personal investment transactions to those of the Town.  In addition, Town City Council 
members, the City Manager, and the Finance Director shall file a Statement of Economic 
Interests each year as required by California Government Code Section 87203 and 
regulations of the Fair Political Practices Commission. 
 
 

AUTHORIZED SECURITIES AND TRANSACTIONS 
 
All investments and deposits of the Town shall be made in accordance with California 
Government Code Sections 16429.1, 53600-53609 and 53630-53686.  Any revisions or 
extensions of these code sections will be assumed to be part of this Policy immediately 
upon being enacted.  
 
The Town has further restricted the eligible types of securities and transactions as follows: 
 
1. United States Treasury bills, notes or bonds with a final maturity not exceeding five 

years from the date of trade settlement. 
 
2. Federal Instrumentality (government sponsored enterprise) debentures, discount notes, 

callable and step-up securities, with a final maturity not exceeding five years from the 
date of trade settlement. 

 
No more than 25% of the Town’s total portfolio shall be invested in any one 
instrumentality issuer. 

 
3. Medium-Term Notes 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, with a final maturity not exceeding five years from the 
date of trade settlement, and rated at least “A” or the equivalent by a nationally 
recognized statistical rating organization (NRSRO).  The aggregate investment in 
medium-term notes shall not exceed 30% of the Town’s total portfolio. In addition, “A” 
rated FDIC guaranteed corporate bonds are herein authorized, within the 
aforementioned diversification and maturity requirements. 

 
No more than 5% of the Town’s portfolio shall be invested in any one corporate issuer.  

  
4. Negotiable Certificates of Deposit with a maturity not exceeding five years from the date 

of trade settlement, in state or nationally chartered banks or savings banks that are 
insured by the FDIC, subject to the limitations of California Government Code Section 
53638.  Certificates of Deposits may be purchased only from financial institutions that 
meet the credit criteria set forth in the section of this Investment Policy, “Selection of 
Banks and Savings Banks.”  Depending on their maturity, Negotiable Certificates of 
Deposit shall have a short-term rating of at least A-1+ or the equivalent by a NRSRO at 
the time of purchase.  
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5. Non-negotiable Certificates of Deposit and savings deposits with a maturity not 

exceeding five years from the date of trade settlement, in FDIC insured state or 
nationally chartered banks or savings banks that qualify as a depository of public funds 
in the State of California as defined in California Government Code Section 53630.5.  
Deposits exceeding the FDIC insured amount shall be secured pursuant to California 
Government Code Section 53652.  

 
The Town will limit its investment in certificates of deposit to $250,000 per issuer. 

 
No more than 10% of the portfolio shall be invested in any one issuer of certificates of 
deposit. 

 
6. Prime Commercial Paper with a maturity not exceeding 270 days from the date of trade 

settlement with the highest letter and number rating as provided for by a NRSRO. The 
entity that issues the commercial paper shall meet all of the following conditions in either 
sub-paragraph A. or sub-paragraph B. below: 

 
A. The entity shall (1) be organized and operating in the United States as a 
general corporation, (2) have total assets in excess of $500,000,000 and (3) 
have debt other than commercial paper, if any, that is rated at least A or the 
equivalent by a NRSRO. 

 
B. The entity shall (1) be organized within the United States as a special 
purpose corporation, trust, or limited liability company, (2) have program-wide 
credit enhancements, including, but not limited to, over collateralization, 
letters of credit or surety bond and (3) have commercial paper that is rated at 
least A-1 or the equivalent by a NRSRO.  
 

No more than 5% of the Town’s total portfolio shall be invested in the commercial paper 
of any one issuer, and the aggregate investment in commercial paper shall not exceed 
25% of the Town’s total portfolio. 
 

7. Repurchase Agreements with a final termination date not exceeding 30 days 
collateralized by U.S. Treasury obligations or Federal Instrumentality securities listed in 
items 1 and 2 above with the maturity of the collateral not exceeding five years.  For the 
purpose of this section, the term collateral shall mean purchased securities under the 
terms of the Town’s approved Master Repurchase Agreement.  The purchased 
securities shall have a minimum market value including accrued interest of 102% of the 
dollar value of the funds borrowed.  Collateral shall be held in the Town's custodian 
bank, as safekeeping agent, and the market value of the collateral securities shall be 
marked-to-the-market daily. 

 
Repurchase Agreements shall be entered into only with broker/dealers and who are 
recognized as Primary Dealers with the Federal Reserve Bank of New York, or with 
firms that have a Primary Dealer within their holding company structure.  Primary 
Dealers approved as Repurchase Agreement counterparties shall have a short-term 
credit rating of at least A-1 or the equivalent and a long-term credit rating of at least A or 
the equivalent.  Repurchase agreement counterparties shall execute a Town approved 
Master Repurchase Agreement with the Town.  The City Manager or designee shall 
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maintain a copy of the Town's approved Master Repurchase Agreement and a list of the 
broker/dealers who have executed same.  

 
8. State of California’s Local Agency Investment Fund (LAIF), pursuant to California 

Government Code Section 16429.1. The aggregate investment in the pool shall not 
exceed 50% of the Town’s total portfolio. 

 
9. Money Market Funds registered under the Investment Company Act of 1940 that (1) are 

“no-load” (meaning no commission or fee shall be charged on purchases or sales of 
shares); (2) have a constant net asset value per share of $1.00; (3) invest only in the 
securities and obligations authorized in the applicable California statutes and (4) have a 
rating of at least AAAm or the equivalent by at least two NRSROs.  The aggregate 
investment in money market funds shall not exceed 20% of the Town’s total portfolio. 

 
Securities that have been downgraded to a level that is below the minimum ratings 
described herein may be sold or held at the City's discretion. The portfolio will be brought 
back into compliance with Investment Policy guidelines as soon as is practical. 
 
The foregoing list of authorized securities and transactions shall be strictly interpreted.  Any 
deviation from this list must be preapproved by resolution of the City Council. 
   

INVESTMENT DIVERSIFICATION 
 

The Town shall diversify its investments to avoid incurring unreasonable risks inherent in 
over-investing in specific instruments, individual financial institutions or maturities.  
Nevertheless, the asset allocation in the investment portfolio should be flexible depending 
upon the outlook for the economy, the securities markets and the Town’s anticipated cash 
flow needs. 

 
PORTFOLIO MATURITIES AND LIQUIDITY 

 
To the extent possible, investments shall be matched with anticipated cash flow 
requirements and known future liabilities. The Town will not invest in securities maturing 
more than five years from the date of trade settlement, unless the City Council has by 
resolution granted authority to make such an investment at least three months prior to the 
date of investment. 
 
 

SELECTION OF BROKER/DEALERS 
 
The City Manager or designee shall maintain a list of broker/dealers approved for 
investment purposes, and it shall be the policy of the Town to purchase securities only from 
those brokers and the firms they represent.  Each approved broker/dealer must possess an 
authorizing certificate from the California Commissioner of Corporations as required by 
Section 25210 of the California Corporations Code.   
 
To be eligible, a firm must meet at least one of the following criteria: 
 

1. be recognized as Primary Dealers by the Federal Reserve Bank of New York or have 
a primary dealer within their holding company structure, or  
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2. report voluntarily to the Federal Reserve Bank of New York, or 
3. qualify under Securities and Exchange Commission (SEC) Rule 15c3-1 (Uniform Net 

Capital Rule). 
 
The City Manager or designee will select broker/dealers on the basis of their expertise in 
public cash management and their ability to provide service to the Town’s account.   
 
The City may engage the services of investment advisory firms to assist in the management 
of the portfolio and investment advisors may utilize their own list of approved broker/dealers.  
Such broker/dealers will comply with the selection criteria above and the list of approved 
firms shall be provided to the City on an annual basis or upon request. 
   
In the event that an external investment advisor is not used in the process of recommending 
a particular transaction in the Town’s portfolio, each authorized broker/dealer shall submit 
and annually update a Town approved Broker/Dealer Information Request form that 
includes the firm's most recent financial statements.  
 
The Town may purchase commercial paper from direct issuers even though they are not on 
the approved broker/dealer list as long as they meet the criteria outlined in Item 4 of the 
Authorized Securities and Transactions section of this Investment Policy. 
 
 

COMPETITIVE TRANSACTIONS 
 
All investment transactions shall be conducted competitively with authorized broker/dealers.  
At least three broker/dealers shall be contacted for each transaction and their bid or offering 
prices shall be recorded. 
 
If the Town is offered a security for which there is no other readily available competitive 
offering, then the City Manager or designee will document quotations for comparable or 
alternative securities. 
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SELECTION OF BANKS 
 
The City Manager or designee shall maintain a list of FDIC insured banks approved to 
provide depository and other banking services for the Town.  To be eligible, a bank shall 
qualify as a depository of public funds in the State of California as defined in California 
Government Code Section 53630.5 and shall secure deposits in excess of FDIC insurance 
coverage in accordance with California Government Code Section 53652. 

 
 

SAFEKEEPING AND CUSTODY 
 
The City Manager or designee shall select one or more banks to provide safekeeping and 
custodial services for the Town.  A Safekeeping Agreement approved by the Town shall be 
executed with each custodian bank prior to utilizing that bank's safekeeping services. 
 
Custodian banks will be selected on the basis of their ability to provide services for the 
Town's account and the competitive pricing of their safekeeping related services. 
 
The purchase and sale of securities and repurchase agreement transactions shall be settled 
on a delivery versus payment basis.  All securities shall be perfected in the name of the 
Town.  Sufficient evidence to title shall be consistent with modern investment, banking and 
commercial practices. 
 
All investment securities purchased by the Town will be delivered by either book entry and 
will be held in third-party safekeeping by a Town approved custodian bank, or its Depository 
Trust Company (DTC) participant account. 
 
 

PORTFOLIO PERFORMANCE 
 
The investment portfolio shall be designed to attain a market rate of return throughout 
budgetary and economic cycles, taking into account prevailing market conditions, risk 
constraints for eligible securities, and cash flow requirements. The performance of the 
Town’s investments shall be compared to the average yield on the U.S. Treasury security 
that most closely corresponds to the portfolio’s weighted average effective maturity.  When 
comparing the performance of the Town’s portfolio, its rate of return will be computed net of 
all fees and expenses. 
 
 

REPORTING 
 
Quarterly, the City Manager or designee shall submit to the City Council a report of the 
investment earnings and performance results of the Town’s investment portfolio.  The report 
shall include the following information: 
 
1. Investment type, issuer, date of maturity, par value and dollar amount invested in all 

securities, and investments and monies held by the Town; 
2. A description of the funds, investments and programs; 
3. A market value as of the date of the report (or the most recent valuation as to assets not 

valued monthly) and the source of the valuation; 
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4. A statement of compliance with this Policy or an explanation for non-compliance; and 
5. A statement of the Town’s ability to meet expenditure requirements for six months, and 

an explanation of why money will not be available if that is the case. 
 
 

POLICY REVIEW 
 
This Investment Policy shall be adopted annually by resolution of the City Council. It shall be 
reviewed at least annually to ensure its consistency with the overall objectives of 
preservation of principal, liquidity, yield and diversification and its relevance to current law 
and economic trends. Amendments to this Investment Policy shall be approved by 
resolution of the City Council. 
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