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1. Purpose:   The purpose of this San Gabriel Valley Council of 

Governments (“SGVCOG” or “Agency”) statement of Investment Policy (“Policy”) is to 

comply with the requirements of California Government Code Section 53600 et seq. and to 

provide clear guidance for the investment of all monies of the Agency. 

 

2. Scope:  This Policy applies to all investment activities and financial assets of the Agency. 

 

3. Definitions:  Unless the context otherwise requires, the terms defined in this Policy shall 

for all purposes hereof and of any amendment hereof or supplement hereto have the 

meanings defined herein.  Such definitions shall be equally applicable to both the singular 

and plural forms of any of the terms defined herein.  Terms used herein and not otherwise 

defined shall have the meanings given such terms pursuant to the Government Code Section 

53600 et seq. as such sections now exist and as they maybe hereafter amended. 

 

4. Prudence:  Investments shall be made in the context of the “Prudent Investor” standard 

which states that: 

 

“When investing, reinvesting, purchasing, acquiring, exchanging, selling, and managing 

public funds, a trustee shall act with care, skill, prudence, and diligence under the 

circumstances then prevailing, 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 principle an maintain the liquidity needs of the Agency.  Within the limitations 

of this section and considering individual investments as part of an overall strategy, a trustee 

is authorized to acquire investments as authorized by law.” 

 

The “Prudent Investor” standard shall be applied in the context of managing the Funds.  The 

treasurer and other investment employees, acting within the intent and scope of the 

investment policy and other written procedures and exercising due diligence shall be relieved 

of personal responsibility for a individual security’s credit risk or market price changes, 

provided deviations from expectations are reported in a timely manner and appropriate action 

is taken to control adverse developments. 

 

5. Objectives:  When investing, reinvesting, purchasing, acquiring, exchanging, selling, and 

managing public funds, the primary objective of the Treasurer or his or her designee shall be 

to safeguard the principal of the funds under his or her control.  The secondary objective 

shall be to meet the liquidity needs of the Agency.  The third objective shall be to achieve a 

return on the funds under the Treasurer’s control. 

 

6. Investment Authority:  The Treasurer is authorized to invest the Agency’s Funds in 

accordance with the California Government Code Sections 53600, 16429.1 and 53684 et 

seq.1.  Such investments shall be limited to the instruments authorized under Section 53610 

and 53635 and further described in Appendix A. 

 

7. Ethics and Conflicts of Interest:  The Treasurer and other employees involved in the 

investment process shall refrain from personal business activity that could conflict with 
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proper execution of the investment program or which could impair their 

ability to make impartial investment decisions.  The Treasurer and investment employees 

shall disclose any material interests in financial institutions with which they conduct 

business.  They shall further disclose any personal financial/investment positions that could 

be related to the performance of the investment portfolio and shall refrain from undertaking 

personal investment transactions with the same individual with whom business is conducted 

on behalf of their entity.  The Treasurer and investment employees are required to file annual 

disclosure statements as required by the Fair Political Practices Commission (“FPPC”).  

During the course of the year, if there is an event subject to disclosure that could impair the 

ability of the Treasurer or investment employees to make impartial decisions, the Board of 

Directors will be notified in writing within 10 days of the event. 

 

8. Qualified Dealers and Institutions:  The Agency shall transact business only with banks, 

savings and loans and registered investment securities dealers.  The purchase of any 

investment, other than those purchased directly from the issuer, shall be purchased either 

from an institution licensed by the State as a broker-dealer, as defined in Section 25004 of 

the Corporation Code, who is a member of the National Association of Securities Dealers, or 

a member of a Federally regulated securities exchange, a National or State-Chartered Bank, a 

Federal or State Association (as defined by Section 5102 of the Financial Code), or a 

brokerage firm designated as a Primary Government Dealer by the Federal Reserve Bank.  

All financial transactions must meet the criteria set forth in Appendix B hereto and made a 

part hereof and must provide the Agency with any and all information necessary for the 

Agency to determine the financial institution’s or broker/dealer’s eligibility. 

 

9. Deposits:  The Agency’s money shall be deposited in any state or national bank, savings 

association or federal association, state or federal credit union, or federally insured industrial 

loan company, as defined in Section 53630 et seq., with the objective of realizing maximum 

return, consistent with prudent financial management, except that money shall not be 

deposited in any state or federal credit union if a member of the Board of Directors, or an 

employee of the directors, or the credit committee or supervisory committee, of the state or 

federal credit union.  Deposits may be in inactive deposits, active deposits or interest-bearing 

deposits.  The amount of the deposits cannot exceed the amount of the bank’s savings and 

loan’s or credit union’s paid up capital surplus. 

The bank or savings and loan must secure the active and inactive deposits with eligible 

securities having a market value of 110% of the total amount of the deposits.  State law also 

allows, as an eligible security, first trust deeds having a value of 150% of the total amount of 

the deposits.  A third class of collateral is letters of credit drawn on the Federal Home Loan 

Bank (FHLB) of San Francisco having a value of 105% of the total amount of the deposits. 

10. Authorized Investments:  The Agency is authorized to invest only in the investments 

described in Appendix A hereto, incorporated herein and made a part hereof, provided, 

however, that such investments are subject to the restrictions and prohibitions contained in 

the California Government Code and in Section 11 of this Investment Policy. 
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11.  Prohibited Investments and Transactions:  The Agency shall not invest 

any funds in inverse floaters, range notes, or interest-only strips that are derived from a pool 

of mortgages. 

 

The Agency shall not invest any funds in any security that could result in zero interest 

accrual if held to maturity.  However, the Agency may hold prohibited instruments until their 

maturity dates.  The limitation in this subdivision shall not apply to Agency investments in 

shares of beneficial interest issued by diversified management companies registered under 

the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1, and following) that are 

authorized for investment pursuant to subdivision (k) of Section XII above. 

 

12.  Collateral Requirements:  California Government Code, Sections 53652 through 53667 

requires depositories to post certain types and levels of collateral for public funds above the 

Federal Deposit Insurance Corporation (“FDIC”) insurance amounts.  The collateral 

requirements apply to bank deposits, both active (checking and savings accounts) and 

inactive (non-negotiable tie certificates of deposit).  Collateral is also required for repurchase 

agreements.  The collateral level shall be valued daily and must be maintained at a level of 

102% for the life of the repurchase agreement. 

 

13. Safekeeping of Securities:  The Treasurer is authorized to deposit for safekeeping, all 

securities owned by the Agency, with a federal or state association (as defined by Section 

5102 of the financial code). A trust company or a state or national branch thereof within this 

state, or with any Federal Reserve Bank or with any state or national bank located in any city 

designated as a reserve city by the Board of Governors of the Federal Reserve System.  A 

counterparty bank’s trust department or separate safekeeping department may be used for the 

physical delivery of the security if the security is held in the name of the Agency. 

 

Collateral for repurchase agreements will be held by a third party custodian under the terms 

of a Public Securities Association (“PSA”) master repurchase agreement.  All securities will 

be received and delivered using standard delivery versus payment (“DVP”) procedures which 

ensures that securities are deposited with the third party custodian prior to the release of 

funds.  Securities will be held by a third party custodian ad evidenced by safekeeping 

receipts.  Investments in the State Pool or money market mutual funds are undeliverable and 

are not subject to delivery or third party safekeeping.  The Treasurer shall not be responsible 

for securities delivered to and receipted for by a financial institution until they are withdrawn 

from the financial institution by the Treasurer. 

 

14. Diversification:  Where this Investment Policy, including Appendix A, does not specify a 

limitation on the percentage of the Agency’s total investment portfolio may be invested in a 

single security type or with a single financial institution, with the exception of U.S. Treasury 

securities and authorized pools, no more than 50% of the Agency’s total investment portfolio 

may be invested in a single security type or with a single financial institution. 

 

15. Maximum Maturities:  Where this Investment Policy, including Appendix A, does not 

specify a limitation on the term or remaining maturity at the time of the investment, no 

investment shall be made in any security, other than a security underlying a repurchase or 
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reverse repurchase agreement authorized by this Investment Policy, that at 

the time of the investment has a term remaining to maturity in excess of five years, unless the 

Board of Directors has granted express authority to make that investment either specifically 

or as part of an investment program approved by the Board of Directors no less than three 

months prior to the investment. 

 

16. Internal Controls:  The Treasurer shall develop an annual process of independent review 

by an external auditor.  This review will provide internal control by assuring compliance with 

policies and procedures. 

 

17. Reporting:  In accordance with Section 53607 of the Government Code, the Treasurer 

shall make a monthly report of the investment transactions conducted on behalf of the 

Agency. 

 

In accordance with Section 53646 of the Government Code, the Treasurer will annually 

render to the Board of Directors a statement of investment policy.  The policy shall be 

reviewed and approved at the public meeting on an annual basis by the Board of Directors.  

Any investment currently held that does not meet the guidelines of this policy shall be 

exempted from the requirements of this policy.  At maturity or liquidation, such moneys shall 

be reinvested only as provided by this policy.  Pursuant to Section 53646 of the Government 

code, the Treasurer shall render a report (the “Report”) to the Board of Directors and the 

internal auditor containing detailed information on all securities, investments, and moneys of 

the Agency.  The report will be submitted on a quarterly basis and be provided to the Agency 

within 30 days following the end of the quarter. 

 

The report will contain the following information on the funds that are subject to this 

investment policy: 

 

(1) the type of investment, name of insurer, date of maturity, par and cost in each 

investment, 

 

(2) the weighted average maturity of the investments, 

 

(3) any investments, including loans and security lending programs, that are under the 

management of contracted parties, 

 

(4) the market value and source of the valuation, 

 

(5) a description of the compliance with the statement of investment policy, 

 

(6) a statement denoting the Agency’s ability to meet its pool’s expenditure 

requirements for the next six months, and 

 

(7) if any Agency moneys are invested in the County Pool, the investment report 

provided by the County Treasurer pursuant to Section 53684. 
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18. Policy Review:  This Investment Policy shall be reviewed at least annually by the 

Treasurer and Board of Directors to ensure its consistency with the overall objectives of 

preservation of principal, liquidity, and return, and its relevance to current law, financial and 

economic trends, and to meet the needs of the Agency. 

 

DATED:   

 

SUBMITTED BY: 

 

_______________________________________ 

CINDY BYERRUM 

TREASURER  
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San Gabriel Valley Council of Governments 

SUMMARY OF AUTHORIZED INVESTMENT* 

*See California Government Code Section 53601 for further clarification with regard to securities permitted herein. 

**The percentage of portfolio authorized is based on market value. 

# Type of Investment % of 

Portfolio 

authorized** 

Other Restrictions 

1. United States Treasury notes, bonds, bills 

or certificates of indebtedness or those for 

which the full faith and credit of the United 

States are pledged for payment of principal 

and interest. 

100% Maximum maturity of five (5) years unless a longer maturity is approved 

by the SGVCOG Governing Board, either specifically or as part of an 

investment program, at least three (3) months prior to purchase. 

2. Registered state warrants or treasury notes 

or bonds of the State of California or any 

of the other 49 United States. 

25% Maximum maturity of five (5) years unless a longer maturity is approved 

by the SGVCOG Governing Board, either specifically or as part of an 

investment program, at least three (3) months prior to purchase.  Such 

obligations must be rated A1 or better short term; or AA or better long 

term, by a nationally recognized statistical rating organization. 

3. Bonds, notes, warrants, or other evidences 

of indebtedness of any local agency within 

the State of California. 

25% Maximum maturity of five (5) years unless a longer maturity is approved 

by the SGVCOG Governing Board, either specifically or as part of an 

investment program, at least three (3) months prior to purchase.  Such 

obligations must be rated A1 or better short term; or AA or better long 

term, by a nationally recognized statistical rating organization. 

4. Federal agency or United States 

government-sponsored enterprise 

obligations, participations, or other 

instruments, including those issued by or 

fully guaranteed as to principal and interest 

by federal agencies or United States 

government-sponsored enterprises. 

50% Maximum maturity of five (5) years unless a longer maturity is approved 

by the SGVCOG Governing Board, either specifically or as part of an 

investment program, at least three (3) months prior to purchase.  No 

more than 15% of the portfolio may be invested in any one Federal 

Agency or government-sponsored issue. 

5. Bills of exchanges or time drafts drawn on 

and accepted by a commercial bank, 

otherwise known as bankers’ acceptances. 

40% Purchases of bankers’ acceptances may not exceed 180 days maturity.  

No more than 10% of the portfolio may be invested in any one bank or 

corporate issuer.  The issuer’s short-term debt must have the highest 
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letter and numerical rating as provided for by a nationally recognized 

statistical rating organization. 

6. Commercial paper of “prime” quality of 

the highest ranking or of the highest letter 

and numerical rating as provided for by a 

nationally recognized statistical rating 

organization. 

25% Eligible paper is further limited to issuing corporations that are organized 

and operating within the United States and having total assets in excess 

of five hundred million dollars ($500,000,000) and having an “A” or 

higher rating for the issuer’s debentures, other than commercial paper, if 

any, as provided for by a nationally recognized statistical rating 

organization. 

 

Purchases of eligible commercial paper may not exceed 270 days 

maturity nor represent more than 10% of the outstanding paper of an 

issuing corporation 

 

No more than 10% of the portfolio may be invested in any one Corporate 

or bank issuer.  If rated by more than one service, both ratings must meet 

the minimum criteria. 

7. Negotiable certificates of deposits issued 

by a nationally or state-chartered bank or a 

state or federal savings and loan 

association, a state or federal credit union, 

or by a state licensed branch of a foreign 

bank. 

30% Maximum maturity of five (5) years unless a longer maturity is approved 

by the SGVCOG Governing Board, either specifically or as part of an 

investment program. At least three (3) months prior to purchase. 

 

No more than 10% of the portfolio may be invested in any one bank 

name.  Minimum rating for the issuer of A or better by a nationally 

recognized statistical rating organization. 

 

The legislative body of the local agency, the treasurer or other official of 

the local agency having custody of the money are prohibited from 

investing in negotiable certificates of deposit of a state or federal credit 

union if a member of the legislative body or any other specified city 

officer or employee also serves on the board of directors or certain 

committees of that credit union. 

 

The bank or savings and loan must secure the active and inactive deposits 

with eligible securities having a market value of 110% of the total 
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amount of the deposits.   

8. Investments in repurchase agreements. 20% The term of repurchase agreement cannot exceed 90 days.  Repurchase 

agreements shall be executed through Primary Broker-Dealers.  The 

repurchase agreement must be covered by a master repurchase 

agreement.  Repurchase agreements shall be collateralized at all times.  

Collateral shall be limited to obligations of the United States and Federal 

Agencies with an initial margin of at least 102% of the value of the 

investment, and shall be in compliance if brought back up to 102% no 

later than the next business day.  Collateral shall be delivered to a third 

party custodian in all cases.  Collateral for term repurchase agreements 

shall be valued daily by the Agency’s investment manager (for internal 

funds) or external investment manager.  Investments in repurchase 

agreement shall be in compliance if the value of the underlying securities 

is brought back up to 102% no later than the next business day.  The 

Agency shall obtain a first lien and security interest in all collateral. 

9. 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. 

30% Maximum maturity of five (5) years.  Notes must be rated “A” or better 

by a nationally recognized rating organization. 

 

No more than 10% of the portfolio may be invested in one bank or 

corporate name.  If rated by more than one rating organization, both 

ratings must meet the minimum credit standards. 

10. Shares of beneficial interest issued by 

diversified management companies that are 

money market funds registered with the 

Securities and Exchange Commission, as 

authorized by Code Section 53601. 

20% Companies must have either (1) the highest ranking or the highest letter 

and numerical rating provided by not less than two of the nationally 

recognized statistical rating organizations, or (2) retained an investment 

advisor registered or exempt with the Securities and Exchange 

Commission, with no less than five years experience investing in the 

securities and obligations authorized by California Government Code 

$53601 a-k inclusive and m-o inclusive and with assets under 

management in excess of five hundred million dollars ($500,000,000). 

 

The purchase price may not include any commissions charged by these 

companies. 
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No more than 10% of the portfolio may be invested in one money market 

fund. 

11. State of California Local Agency 

Investment fund (LAIF) Code Section 

16429.1 through 16429.4, or other Local 

Government Investment Pools (LGIP) 

established by public California entities 

pursuant to section 53684. 

 Maximum investment per individual pool limited to the amount for LAIF 

as set by the State Treasurer’s Office.  Limit does not include funds 

required by law, ordinance, or statute to be invested in pool. 

 

12. Asset-back securities. 15% 

combined 

with any 

mortgage-

backed 

securities 

Limited to senior class securities with stated maturities of no more than 5 

years.  Further limited to securities rated in a rating category of “AAA”, 

and issued by an issuer having an “A” or higher rating for the issuer’s 

debt as provided for by a nationally recognized statistical rating 

organization.  Further limited to fixed rate, publicly offered, generic 

credit card and automobile receivables only.  Deal size must be at least 

$250 million, and tranche size must be at least $25 million. 

13. Mortgage-backed securities. 15% 

combined 

with any 

asset-backed 

securities 

 

Pass-Through securities:  Limited to Government Agency or 

Government Sponsored issuers, fixed rate, stated maturity no more than 

5 years. 

 

CMOS:  Limited to Government Agency or Government Sponsored 

Issuers “AAA” rated by a nationally recognized statistical rating 

organization.  Planned Amortization Classes (PAC) only.  The following 

are prohibited:  ARMS, floaters, interest or principal (IOs, POs), 

Targeted Amortization Classes, companion, subordinated, collateral 

classes, or zero accrual structures. 
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INVESTMENT CRITERIA FOR FINANCIAL INSTITUTIONS 

 

The Agency requires that each financial institution submit current financial statements which are 

evaluated by staff prior to the investment of funds.  The following criteria are used: 

 

The institution must have been in business at least three years. 

 

The institution must submit audited financial statements. 

 

The institution must have assets of at least $50 million and a net worth to liability ratio of 3.5% 

to 1. 

 

Investments of less than 180 days to maturity can use a net worth of asset ratio of 3.0% to 1. 

 

Investments in Credit Unions require Equity (net worth) to Asset Value of 5.0%.  The loan 

balance to share draft ration is compared to industry standards, but should not exceed 90%.  The 

Agency may invest funds for a period up to 120 days in institutions with a Regular Reserve to 

Loan Balance ratio of at least 3.25%.  For longer periods of time, the ratio must be at least 4.0%. 

 

In addition, examination is made of the Reserve for Loan Losses category to evaluate the 

financial trend of the institution’s asset base.  When available, data is evaluated regarding the 

level of non-performing assets (i.e., loans no longer paying interest and/or principal in the 

amount called for in the original contract agreement).  Comparison is made of institution ratio 

values to the industry averages. 

 

Under deposits, if data is available, we track the ratio of $100,000 certificates of deposit 

(brokered money) to the total deposit base.  A percent greater than 50% is an area of concern. 

 

Whenever possible the use of several years’ financial data is evaluated present a trend activity in 

the institution. 

 

It is also required that interest be paid on a monthly basis; current law only requires quarterly 

payments.  No more than $100,000 is placed in any savings and loan, small bank or credit union. 

 

 

 


