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RECOMMENDATION

Staff recommends that the City Council Adopt a Resolution for the City of Oakland and Oakland
Redevelopment Successor Agency Investment Policy for Fiscal Year 2014-2015.

EXECUTIVE SUMMARY

As a continuing best practice and sound financial management policies, the Treasury Bureau
continues to submit its annual investment policy to the City’s legislative body (the “City
Council”).The California Debt and Investment Advisory Commission (“CDIAC”) annually
revises its Local Agency Investment Guidelines to include statutory changes that affect local
government investments.

Assembly Bill No. 279 (AB 279) was approved and signed by the Governor on September 6,
2013. Under Chapter 228, Statutes of 2013, Government Code Sections 53601.8 and 53635.8
were amended, repealed, and added to authorize local agencies to invest up to 30 % of their
surplus funds in deposits at a commercial or saving bank, saving and loan, or credit union using a
private sector deposit placement service. The changes broaden the use of placement services to
deposits, while previously only the placement of certificate of deposits was authorized.

AB 279 will sunset on January 1, 2017. Staff recommends that these legislative changes
proposed to the City of Oakland and Oakland Redevelopment Successor Agency Investment
Policy for Fiscal Year 2014-2015 be accepted (Attachment A).

Furthermore, on June 17, 2014, the City Council adopted a Resolution, introduced by
Councilmember Dan Kalb, prohibiting the investment of city funds or holding any investments
or ownership stake in any companies that extract, produce, refine, burn or distribute fossil fuels.
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The City Investment Policy will be in compliance with this resolution.

OUTCOME

Adopted City of Oakland and Oakland Redevelopment Successor Agency Investment Policy for
Fiscal Year 2014-15 will act as a guideline for investing portfolios.

BACKGROUND/LEGISLATIVE HISTORY

The City Treasurer (“Treasurer”) is responsible for sound financial management practices when
managing the City Portfolios.

The proposed policy describes the primary goals of the Treasurer when investing funds as
follows:
» Preservation of capital - to safeguard the funds under the Treasurer’s control;
» Liquidity - to meet short term cash needs;
» Diversity - to reduce the portfolio risks;
» Yield - to maximize the portfolio overall return.

The proposed policy adequately balances the needs of safety, liquidity, diversity, and yield.
ANALYSIS

Under Chapter 228, Statutes of 2013 (AB 279), Government Code Sections 53601.8 and 53635.8
were amended, repealed, and added to authorize local agencies to invest up to 30 percent of their
surplus funds in deposits at a commercial or saving bank, saving and loan, or credit union using a
private sector deposit placement service. The changes broaden the use of placement services to
deposits, while previously only the placements (investment) of certificate of deposits were
authorized. The bill was approved by Governor Brown on September 6, 2013 and will sunset on
January 1, 2017.

Although the State no longer requires municipalities to submit an Investment Policy to a
legislative body, the City’s Treasury Bureau believes that as part of best practice and sound
financial management, the City should continue to submit its annual investment policy as well as
the quarterly cash management report to the City Council for review and approval.

On October 18, 2012, California Municipal Treasurers Association had certified that the
investment policy compiles with the State statutes governing the investment practices of local
government entities within the State of California. In 2013, the Association of Public Treasurers
of the United States and Canada also awarded certification of excellence, and recognized that the
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City of Oakland Investment Policy is in conformance to the specified standards of the
association.

On June 17, 2014, the City Council adopted a resolution prohibiting the investment of city funds
or holding any investments or ownership stake in any companies that extract, produce, refine,
burn or distribute fossil fuels.

PUBLIC OUTREACH/INTEREST

This report did not require public outreach.

COORDINATION

The City Attorney’s Office and Budget Office have been consulted in preparation of this report
and Resolution.

COST SUMMARY/IMPLICATIONS

There is no fiscal impact associated with this report.

SUSTAINABLE OPPORTUNITIES

Economic: This report insures sound financial management policies and practices.

Environmental: The City’s policy is to invest, when possible, in companies that promote the use
and production of renewable and “green” energy resources.

Social Equity: The City’s policy is to invest in socially responsible companies when possible.

Item:
Finance and Management Committee
July 8, 2014




Henry L. Gardner, Interim City Administrator
Subject: City of Oakland Investment Policy for Fiscal Year 2014-2015

Date: June 2, 2014 Page 4

CEQA
This report is not a project under CEQA.

For questions regarding this report, please contact Katano Kasaine, Treasurer, at (510) 238-2989.

Respectfully submitted,

TARE e

KATANO KASAINE, Treasurer
Treasury Bureau

Reviewed by:
David Jones, Principal Financial Analyst
Treasury Bureau

Prepared by:
Madhukar (Max) Kumar, Treasury Analyst III

Treasury Bureau

Attachments
(A)- City of Oakland and Oakland Redevelopment Successor Agency Investment Policy for
Fiscal Year 2014-2015
(B) -Assembly Bill No. 279 Chapter 228
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AB-279 Financial affairs. (2013-2014)

Assembly Bill No. 279

CHAPTER 228

An act to amend, repeal, and add Sections 53601.8 and 53635.8 of the Government Code, relating to
local government.

[ Approved by Governor September 06, 2013. Filed with Secretary of State
September 06, 2013. ]

LEGISLATIVE COUNSEL'S DIGEST

AB 279, Dickinson. Financial affairs.

Existing law prescribes the instruments in, and criteria by which, a local agency, as defined, may invest and
deposit its funds, including its surplus funds. Existing law authorizes a local agency to invest in certificates of
deposit provided that they do not exceed 30% of the agency’'s funds that may be invested for this purpose, as
specified.

This bill would, until January 1, 2017, remove the term “certificates of deposit” and instead authorize a local
agency to invest in deposits, as specified, and limit the amount of its funds that an agency may place with any
one private sector entity that assists in the placement of deposits with one or more commercial banks, savings
banks, savings and loan associations, or credit unions that are located in the United States. The bill would
prescribe requirements for the financial institutions that a private sector entity is authorized to use.

Vote: majority Appropriation: no Fiscal Committee: no Local Program: no

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
SECTION 1. Section 53601.8 of the Government Code is amended to read:

53601.8. Notwithstanding Section 53601 or any other provision of this code, a local agency that has the
authority under law to invest funds, at its discretion, may invest a portion of its surplus funds in deposits at a
commercial bank, savings bank, savings and loan association, or credit union that uses a private sector entity
that assists in the placement of deposits. The following conditions shall apply:

(a) The local agency shall choose a nationally or state chartered commercial bank, savings bank, savings and
loan association, or credit union in this state to invest the funds, which shall be known as the “selected”
depository institution.

(b) The selected depository institution may use a private sector entity to help place local agency deposits with
one or more commercial banks, savings banks, savings and loan associations, or credit unions that are located
in the United States and are within the network used by the private sector entity for this purpose.

(c) Any private sector entity used by a selected depository institution to help place its local agency deposits
shall maintain policies and procedures requiring both of the following:

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140AB279 6/18/2014
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(1) The full amount of each deposit placed pursuant to subdivision (b) and the interest that may accrue on each
such deposit shall at all times be insured by the Federal Deposit Insurance Corporation or the National Credit
Union Administration.

(2) Every depository institution where funds are placed shall be capitalized at a level that is sufficient, and be
otherwise eligible, to receive such deposits pursuant to regulations of the Federal Deposit Insurance Corporation
or the National Credit Union Administration, as applicable.

(d) The selected depository institution shall serve as a custodian for each such deposit.

(e) On the same date that the local agency’s funds are placed pursuant to subdivision (b) by the private sector
entity, the selected depository institution shall receive an amount of insured deposits from other financial
institutions that, in total, are equal to, or greater than, the full amount of the principal that the local agency
initially deposited through the selected depository institution pursuant to subdivision (b).

(f) Notwithstanding subdivisions (a) to (e), inclusive, a credit union shall not act as a selected depository
institution under this section or Section 53635.8 unless both of the following conditions are satisfied:

(1) The credit union offers federal depository insurance through the National Credit Union Administration.

(2) The credit union is in possession of written guidance or other written communication from the National
Credit Union Administration authorizing participation of federally insured credit unions in one or more deposit
placement services and affirming that the moneys held by those credit unions while participating in a deposit
placement service will at all times be insured by the federal government.

(g) It is the intent of the Legislature that this section shall not restrict competition among private sector entities
that provide placement services pursuant to this section.

(h) The deposits placed pursuant to this section and Section 53635.8 shall not, in total, exceed 30 percent of
the agency’s funds that may be invested for this purpose.

(i) Purchases of certificates of deposit pursuant to this section, Section 53635.8, and subdivision (i) of Section
53601 shall not, in total, exceed 30 percent of the agency’s funds that may be invested for this purpose.

(j) Excluding purchases of certificates of deposit pursuant to this section, no more than 10 percent of the
agency’s funds that may be invested for this purpose may be submitted, pursuant to subdivision (b), to any one
private sector entity that assists in the placement of deposits with one or more commercial banks, savings
banks, savings and loan associations, or credit unions that are located in the United States, for the local
agency'’s account,

(k) This section shall remain in effect only until January 1, 2017, and as of that date is repealed, unless a later
enacted statute, that is enacted before January 1, 2017, deletes or extends that date.

SEC. 2. Section 53601.8 is added to the Government Code, to read:

53601.8. Notwithstanding Section 53601 or any other provision of this code, a local agency that has the
authority under law to invest funds may, at its discretion, invest a portion of its surplus funds in certificates of
deposit at a commercial bank, savings bank, savings and loan association, or credit union that uses a private
sector entity that assists in the placement of certificates of deposit, provided that the purchases of certificates
of deposit pursuant to this section, Section 53635.8, and subdivision (i) of Section 53601 do not, in total,
exceed 30 percent of the agency’s funds that may be invested for this purpose. The following conditions shall

apply:

(a) The local agency shall choose a nationally or state-chartered commercial bank, savings bank, savings and
loan association, or credit union in this state to invest the funds, which shall be known as the “selected”
depository institution.

(b) The selected depository institution may submit the funds to a private sector entity that assists in the
placement of certificates of deposit with one or more commercial banks, savings banks, savings and loan
associations, or credit unions that are located in the United States for the local agency’s account.

(c) The full amount of the principal and the interest that may be accrued during the maximum term of each
certificate of deposit shall at all times be insured by the Federal Deposit Insurance Corporation or the National
Credit Union Administration.

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140AB279 6/18/2014
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(d) The selected depository institution shall serve as a custodian for each certificate of deposit that is issued
with the placement service for the local agency’s account.

(e) At the same time the local agency’s funds are deposited and the certificates of deposit are issued, the
selected depository institution shall receive an amount of deposits from other commercial banks, savings banks,
savings and loan associations, or credit unions that, in total, are equal to, or greater than, the full amount of
the principal that the local agency initially deposited through the selected depository institution for investment.

(f) Notwithstanding subdivisions (a) to (e), inclusive, no credit union may act as a selected depository
institution under this section or Section 53635.8 unless both of the following conditions are satisfied:

(1) The credit union offers federal depository insurance through the National Credit Union Administration.

(2) The credit union is in possession of written guidance or other written communication from the National
Credit Union Administration authorizing participation of federally insured credit unions in one or more certificate
of deposit placement services and affirming that the moneys held by those credit unions while participating in a
deposit placement service will at all times be insured by the federal government.

(g) It is the intent of the Legislature that this section shall not restrict competition among private sector entities
that provide placement services pursuant to this section.

(h) This section shall become operative on January 1, 2017.
SEC. 3. Section 53635.8 of the Government Code is amended to read:

53635.8. Notwithstanding Section 53601 or any other provision of this code, a local agency that has the
authority under law to invest funds, at its discretion, may invest a portion of its surplus funds in deposits at a
commercial bank, savings bank, savings and loan association, or credit union that uses a private sector entity
that assists in the placement of deposits. The following conditions shall apply:

(a) The local agency shall choose a nationally or state-chartered commercial bank, savings bank, savings and
loan association, or credit union in this state to invest the funds, which shall be known as the “selected”
depository institution.

(b) The selected depository institution may use a private sector entity to help place local agency deposits with
one or more commercial banks, savings banks, savings and loan associations, or credit unions that are located
in the United States and are within the network used by the private sector entity for this purpose.

(c) Any private sector entity used by a selected depository institution to help place its local agency deposits
shall maintain policies and procedures requiring both of the following:

(1) The full amount of each deposit placed pursuant to subdivision (b) and the interest that may accrue on each
such deposit shall at all times be insured by the Federal Deposit Insurance Corporation or the National Credit
Union Administration.

(2) Every depository institution where funds are placed shall be capitalized at a level that is sufficient, and be
otherwise eligible, to receive such deposits pursuant to regulations of the Federal Deposit Insurance Corporation
or the National Credit Union Administration, as applicable.

(d) The selected depository institution shall serve as a custodian for each such deposit.

(e) On the same date that the local agency’s funds are placed pursuant to subdivision (b) by the private sector
entity, the selected depository institution shall receive an amount of insured deposits from other financial
institutions that, in total, are equal to, or greater than, the full amount of the principal that the local agency
initially deposited through the selected depository institution for investment pursuant to subdivision (b).

(f) Notwithstanding subdivisions (a) to (e), inclusive, a credit union shall not act as a selected depository
institution under this section or Section 53601.8 unless both of the following conditions are satisfied:

(1) The credit union offers federal depository insurance through the National Credit Union Administration.

(2) The credit union is in possession of written guidance or other written communication from the National
Credit Union Administration authorizing participation of federally insured credit unions in one or more deposit
placement services and affirming that the moneys held by those credit unions while participating in a deposit
placement service will at all times be insured by the federal government.
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(g) It is the intent of the Legislature that this section shall not restrict competition among private sector entities
that provide placement services pursuant to this section.

(h) The deposits placed pursuant to this section and Section 53601.8 shall not, in total, exceed 30 percent of
the agency’s funds that may be invested for this purpose.

(i) Purchases of certificates of deposit pursuant to this section, Section 53601.8, and subdivision (i) of Section
53601 shall not, in total, exceed 30 percent of the agency’s funds that may be invested for this purpose.

(j) Excluding purchases of certificates of deposit pursuant to this section, no more than 10 percent of the
agency'’s funds that may be invested for this purpose may be submitted, pursuant to subdivision (b), to any one
private sector entity that assists in the placement of deposits with one or more commercial banks, savings
banks, savings and loan associations, or credit unions that are located in the United States, for the local
agency's account,

(k) This section shall remain in effect only until January 1, 2017, and as of that date is repealed, unless a later
enacted statute, that is enacted before January 1, 2017, deletes or extends that date.

SEC. 4. Section 53635.8 is added to the Government Code, to read:

53635.8. Notwithstanding Section 53601 or any other provision of this code, a local agency that has the
authority under law to invest funds, at its discretion, may invest a portion of its surplus funds in certificates of
deposit at a commercial bank, savings bank, savings and loan association, or credit union that uses a private
sector entity that assists in the placement of certificates of deposit, provided that the purchases of certificates
of deposit pursuant to this section, Section 53601.8, and subdivision (i) of Section 53601 do not, in total,
exceed 30 percent of the agency’s funds that may be invested for this purpose. The following conditions shall
apply:

(a) The local agency shall choose a nationally or state-chartered commercial bank, savings bank, savings and
loan association, or credit union in this state to invest the funds, which shall be known as the “selected”
depository institution.

(b) The selected depository institution may submit the funds to a private sector entity that assists in the
placement of certificates of deposit with one or more commercial banks, savings banks, savings and loan
associations, or credit unions that are located in the United States, for the local agency’s account.

(c) The full amount of the principal and the interest that may be accrued during the maximum term of each
certificate of deposit shall at all times be insured by the Federal Deposit Insurance Corporation or the National
Credit Union Administration,

(d) The selected depository institution shall serve as a custodian for each certificate of deposit that is issued
with the placement service for the local agency’s account.

(e) At the same time the local agency’s funds are deposited and the certificates of deposit are issued, the
selected depository institution shall receive an amount of deposits from other commercial banks, savings banks,
savings and loan associations, or credit unions that, in total, are equal to, or greater than, the full amount of
the principal that the local agency initially deposited through the selected depository institution for investment.

(f) Notwithstanding subdivisions (a) to (e), inclusive, a credit union shall not act as a selected depository
institution under this section or Section 53601.8 unless both of the following conditions are satisfied:

(1) The credit union offers federal depository insurance through the National Credit Union Administration.

(2) The credit union is in possession of written guidance or other written communication from the National
Credit Union Administration authorizing participation of federally insured credit unions in one or more certificate
of deposit placement services and affirming that the moneys held by those credit unions while participating in a
deposit placement service will at all times be insured by the federal government.

(g) It is the intent of the Legislature that this section shall not restrict competition among private sector entities
that provide placement services pursuant to this section.

(h) This section shall become operative on January 1, 2017.
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OAKLAND REDEVELOPMENT SUCCESSOR AGENCY

RESOLUTION NO. C.M.S.

RESOLUTION ADOPTING THE OAKLAND REDEVELOPMENT SUCCESSOR
AGENCY’S INVESTMENT POLICY FOR FISCAL YEAR 2014-2015

WHEREAS, the Oakland Redevelopment Successor Agency may annually render to the
Agency’s legislative body a statement of its investment policy; and

WHEREAS, as part of best practice and sound financial management the Successor
Agency will continue to submit its annual investment policy to the Agency’s legislative body;
and

WHEREAS, last year, Successor Agency and adopted an Investment Policy for fiscal
year 2013-2014; and

WHEREAS, a proposed Oakland Successor Redevelopment Agency Investment Policy
for fiscal year 2014-15 is presented herewith, to be in effect until a subsequent policy is adopted;
now therefore be it

RESOLVED, that the proposed Oakland Successor Redevelopment Agency Investment
Policy for fiscal year 2014-2015 attached hereto as Exhibit A is adopted.

IN AGENCY, OAKLAND, CALIFORNIA, ,2014

PASSED BY THE FOLLOWING VOTE:

AYES - BROOKS, GALLO, GIBSON MCELHANEY, KALB, KAPLAN, REID, SCHAAF and PRESIDENT
KERNIGHAN

NOES -
ABSENT -

ABSTENTION -

ATTEST:

LATONDA SIMMONS
Secretary of the Redevelopment Agency
of the City of Oakland, California
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OAKLAND CITY COUNCIL
RESOLUTIONNO. ____ C.M.S.

RESOLUTION ADOPTING THE CITY OF OAKLAND INVESTMENT POLICY FOR
FISCAL YEAR 2014-2015

WHEREAS, the City of Oakland may annually render to the City’s legislative body a
statement of its investment policy; and

WHEREAS, as part of best practice and sound financial management the City will
continue to submit its annual investment policy to the City’s legislative body; and

WHEREAS, last year, the City revised and adopted an Investment Policy for fiscal year
2013-2014; and

WHEREAS, a proposed City of Oakland Investment Policy for fiscal year 2014-15 is
presented herewith, to be in effect until a subsequent policy is adopted; now therefore be it

RESOLVED, that the proposed City of Oakland Investment Policy for fiscal year 2014-
2015 attached hereto as Exhibit A is adopted.

In Council, Oakland, California, ,2014

PASSED BY THE FOLLOWING VOTE:

AYES - BROOKS, GALLO, GIBSON MCELHANEY, KALB, KAPLAN, REID, SCHAAF and PRESIDENT
KERNIGHAN

NOES-
ABSENT-
ABSTENTION-

ATTEST:

LATONDA SIMMONS

City Clerk and Clerk of the Council of the
City of Oakland, California
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1.0 POLICY

The purpose of this Investment Policy (“Policy™) is to establish overall guidelines for the management
and investment of the City of Oakland (the “City”) and Oakland Redevelopment Successor Agency’s
(the “Successor”) public funds pursuant to Council Resolution Nos. 75855 C.M.S and 00-38 C.M.S
and in accordance with Government Codes Section 53607. This Investment Policy is now amended
and adopted as of July 15, 2014 and will serve as the City of Oakland’s and Oakland Redevelopment
Successor Agency’s Investment Policy for Fiscal Year 2014-15 and until it’s further revised. As of
October 18, 2012, the Investment Policy has been certified by California Municipal Treasures
Association. In 2013, the Investment Policy was also certified by Association of Public Treasurers of
the United States and Canada.

2.0 SCOPE

The Investment Policy applies to the operating funds of the City of Oakland, Oakland Redevelopment
Successor Agency and the Port of Oakland (the “City Operating Pool”), which includes the General
Fund, Special Revenue Funds, Debt Service Funds and all other funds comprised in City Operating
Pool. This investment policy applies to Successor Portfolio and or Successor Fund.

2.1 Proceeds of notes, bonds issues or similar financings including, but not limited to, reserve
funds, project funds, debt service funds and capital trust funds derived from such financing,
are not governed by this Investment Policy, but rather shall be invested pursuant to their
respective bond indentures or the State of California Government Code 53600, as
applicable.

2.2 Retirement/Pension Funds and Deferred Compensation Funds are also not governed by this
Investment Policy, but rather by the policies and Federal or State statutes explicitly
applicable to such funds.

3.0 PRUDENCE

All investments and evaluation of such investments shall be made with the Prudent Investor Standard
as set forth by California Government Code, Section 53600.3 and 27000.3, is defined as;

Prudent Investor Standard: Acting with care, skill, prudence and diligence under the
circumstances then prevailing, which persons of prudence, discretion and intelligence exercise
in the professional management of their business affairs, not for speculation, but for investment,
considering the probable safety of their capital as well as the probable income to be derived.

4.0 OBJECTIVES

The primary objectives, in order of priority, of the City and Successor Portfolio are:

4.1 Preservation of Capital (Safety)
The first and primary goal of the Portfolio is the preservation of capital. Investment shall be
undertaken in a manner to avoid losses due to market value risk, issuer default and broker
default. To attain this objective; investments are diversified.




4.2 Liquidity
The Portfolio will be structured in a manner that will provide cash as needed to meet
anticipated disbursements. Cash flow modeling ensures that investments mature as needed

for disbursements.

4.3 Diversity

The objective is to avoid over-concentration in issuers, instruments, and maturity sectors.
No more than 5 percent of the total assets of the investments held by the City may be
invested in the securities of any one issuer, except the obligations of the United States
government or government-sponsored enterprises.

4.4 Yield
The Portfolio is also managed to maximize its overall market return with consideration of
the safety, liquidity, and diversity parameters discussed above.

5.0 DELEGATION OF AUTHORITY

Management responsibility for the investment program is specifically delegated by the City
Administrator or designee to the Treasurer or designee who shall establish procedures for the
investment programs, which are consistent with the Investment Policy. Authorization for investment
decisions is limited to the Treasurer or designee. A Principal Financial Analyst may execute
investment transactions in the absence of the Treasurer or designee per the Treasurer’s instructions or
prior authorization.

A Principal Financial Analyst, Financial Analyst, or Treasury Analyst IIl may make decisions only
with respect to overnight investments, but may implement investment decisions received directly from
the Treasurer or designee.

6.0 INTERNAL CONTROL

The Treasurer or designee shall maintain a system of internal controls designed to ensure compliance
with the Investment Policy and to prevent losses due to fraud, employee error, misrepresentations by
third parties or unanticipated changes in financial markets.

7.0 ETHICS AND CONFLICTS OF INTEREST

All officers and employees involved in the investment process shall not engage in any personal
business activity, which could conflict with proper execution of investments subject to this Policy.
Any material financial interests in financial institutions which do business with the City should be
disclosed to the City Administrator. All individuals involved in the investment process are required to
report all gifts and income in accordance with California State Law.

8.0 SAFEKEEPING AND CUSTODY

All security transactions, including collateral for repurchase agreements, entered into by the City shall
be conducted on a delivery-versus-payment (DVP) basis pursuant to approved custodial safekeeping
agreements. All securities owned by the City shall be held in safekeeping by the City’s custodial bank,
which acts as agent for the City under the terms of custody agreement.







