
 
 

 
 

 

 

 M E M O R A N D U M  

 F i n a n c e  D e p a r t m e n t  

DATE: October 23, 2007 
 
TO:  City Council 
 
FROM: Dave Warren 

Director of Finance 
 
SUBJECT: INVESTMENT POLICY 

             

RECOMMENDATION: 
 
Adopt a Resolution approving the City’s investment policy as presented.    
 
BACKGROUND: 
 
Sections 16481.2 and 53646 of the California Government Code require the City Council to review 
and approve the City’s investment policy annually.  Staff is not proposing any changes to the City’s 
existing investment policy which has served the City well.  California Government Code Sections 
16481.2, 53601, 53635, and 53646 stipulate the investment practices to which the City must adhere.  
The City’s existing investment policy reflects the stipulations outlined in the Government Code.  
Tonight, staff is requesting the City Council to approve the investment policy as presented.      
 
DISCUSSION: 
  
The City’s primary investment goal is to achieve a reasonable rate of return while minimizing the 
potential for capital losses arising from market changes or issuer default.  Accordingly, the following 
objectives are sought to achieve this goal: 
 
1. Safety 
2. Liquidity 
3. Yield 
 
Safety:  It is the primary duty and responsibility of the City’s Finance Department to protect, 
preserve and maintain cash and investments placed in the department’s trust on behalf of the 
citizens of Placerville.  Liquidity:  An adequate percentage of the City’s investments should be 
maintained in liquid short-term securities which can be converted to cash if necessary to meet 
disbursement requirements.  Since all cash requirements cannot be anticipated, investments in 
authorized and active secondary or resale markets are recommended.   
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Emphasis should be on marketable securities with low sensitivity to market risk (price fluctuation of 
a security due to a rise or drop in market interest rates).  Yield:  Yield should become a 
consideration only after the basic requirements of safety and liquidity are met. 
 
Since 1978, the City has invested all unrestricted investment funds, (e.g.,  funds other than those 
held in commercial checking accounts to facilitate ongoing operations or held by the City’s bond 
trustee), in the Local Agency Investment Fund (LAIF).  This is common practice in many California 
cities because LAIF meets all three key objectives.  The funds invested in LAIF represent 100% of 
the City’s unrestricted funds available for investment.  As of June 30, 2007, LAIF earned an interest 
rate of 5.23%. The majority of the City’s restricted investment funds are proceeds from the 2006 
Waste Water Refinancing and Improvement Bonds which are invested by the City’s Trustee, Union 
Bank of California in Federal Securities.  As of June 30, 2007 the Waste Water Bond proceeds 
earned an interest rate of 4.73%. 
 
The City’s existing investment policy has served the City well and is compliant with California 
Government Code which regulates the City’s investment practices.  Tonight, staff respectfully 
requests the City Council to adopt the investment policy as presented.   
 
 
 
     
Dave Warren 
Director of Finance 
 
Reviewed and Approved: 
 
 
 
     
John Driscoll 
City Manager/City Attorney 
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CITY OF PLACERVILLE 
Investment Policy 

 
I. INTRODUCTION 

 
The purpose of this document is to state the policies and procedures that enhance 
opportunities for a prudent and systematic investment process within the City of Placerville’s 
Finance Department.  Related activities which comprise good cash management include 
accurate cash projections, the expeditious collection of revenue, the control of 
disbursements, cost-effective banking relations, and a short-term borrowing program which 
coordinates working capital requirements and investment opportunity.  In concert with these 
requirements are many facets of an appropriate and secure short-term investment program. 
 

II. SCOPE 
 

It is intended that this policy cover all funds and investment activities under the direct 
authority of the agency and take into consideration State and Local laws, and ordinances or 
resolutions that restrict investments. 
 

III. OBJECTIVES 
 

a) Safety:  It is the primary duty and responsibility of the Finance Department to 
protect, preserve and maintain cash and investments placed in the department’s trust 
on behalf of the citizens of the community. 

 
b) 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.  Since all cash requirements cannot be anticipated, 
investments in securities with active secondary or resale markets are highly 
recommended.  Emphasis should be on marketable securities with low sensitivity to 
market risk. 

 
c) Yield:  Yield should become a consideration only after the basic requirements of 

safety and liquidity have been met. 
 

IV. PRUDENCE 
 

The Finance Department will adhere to the guidance provided by the “prudent man rule”, 
(Civil Code #2261), which obligates a fiduciary to insure that: 
 
                  “…investment shall be made with the exercise of that degree of                   

judgment and care, under circumstances then prevailing, which persons of 
prudence, discretion and intelligence exercise in the management of their own 
affairs, not for speculation but for investment considering the probable safety of 
their capital as well as the probable income to be derived.” 
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V. REPORTING 
 

The Finance Department shall submit a quarterly investment report to the City Council.  
This report will include all required elements of the quarterly report as prescribed by 
Government Code Section 53646: 
 

• Type of investment 
• Institution 
• Date of Maturity 
• Amount of deposit or cost of the security 
• Current market value of securities with maturity in excess of twelve months 
• Rate of interest 
• Statement relating the report to the Statement of Investment Policy 
• Statement that there are sufficient funds to meet the next 30 days’ obligations 
• Accrued interest 

 
VI.  INVESTMENT INSTRUMENTS 

 
 Permitted Investments 
 
            Securities of the United States Government 
            Certificates of Deposits 
            Negotiable Certificates of Deposit 

Bankers Acceptances  
Commercial Paper 
Local Agency Investment Fund 
Passbook Deposits 
Repurchase Agreements 
Reverse Repurchase Agreements 
Mutual Funds 
Medium Term Notes 
County Pools Funds 
 

The City of Placerville will maintain surplus funds with Local Agency Investment Fund (LAIF). 
 

VII. INTERNAL CONTROLS 
 
                  A System of internal control shall be established and documented in writing.  The 

controls shall be designed to prevent losses of public funds arising from fraud, employee 
error misrepresentation of third parties, unanticipated changes in financial markets, or 
imprudent actions by employees and officers of the City. 
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Controls deemed most important include:  control of collusion, separation of duties, 
separating transaction authority from accounting and record keeping, custodial 
safekeeping, clear delegation of authority, specific limitations regarding securities losses 
and remedial action, written confirmation of telephone transactions, minimizing the 
number of authorized investment officials, documentation of transactions and strategies, 
and code of ethics standards. 

 
VIII.              BANKS AND SECURITIES DEALERS 

 
                  In selecting financial institutions for the deposit of investment of the City’s funds, the 

Finance Department shall continue to monitor financial institutions’ credit characteristics 
and financial history throughout the period in which City funds are deposited or 
invested. 

 


