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STAFF REPORT 

TO: FINANCE COMMITTEE 

MEETING DATE:  OCTOBER 29, 2015 

FROM:   AMY GEDNEY, CITY MANAGER 

SUBJECT:   FC ATTACHMENTS FOR 10-29-15 MEETING 

 

Attached please find:  

 

1) 2014-2015 year end actuals for revenues and expenses as well as a cash flow report. 

2) The City’s existing investment policy and the SJVRMA investment policy. 

3) The City’s existing purchasing policies with redlines on suggested changes. 

 



2014-2015 ACTUAL Revenue
A B  C  D  E F G

1 General Fund 12-13  13-14 

2 Revenue Description ACTUAL  ACTUAL  BUDGET  YE ACTUAL % YTD

% of TOTAL 

Budget

3 30100      Prop Tax - Secured (County) 431,230$                  $                 478,486  $                 485,000 462,071$                   95% 31%

4 30105      Property Tax in Lieu of MVLF 187,002$                  $                 188,019  $                 197,000 206,945$                   105% 13%

5 30110      Prop Tax - Curr Supple(County) -$                           $                            -    $                     1,000 2,074$                       207% 0%

6 30200      Prop Tax - Unsecured (County) 11,433$                    $                   11,685  $                   15,000 13,870$                     92% 1%

7 30900      Prop Tax - Unsecured Prior (Co -$                           $                            -    $                            -   255$                           #DIV/0! 0%

8 31660      Tax, Franchise - AT&T, PG&E,W 89,313$                    $                   81,081  $                   80,000 95,368$                     119% 5%

9 31670      Tax, Transfer - Real Property 5,503$                       $                     9,085  $                   12,000 10,354$                     86% 1%

10 31850      Tax, TOT - Transient Lodge Tax 158,618$                  $                 157,090  $                 225,825 248,899$                   110% 14%

11 31930      Tax - Gen'l Retail Sales 169,407$                  $                 185,840  $                 187,000 231,250$                   124% 12%

12 31940      In Lieu of Sales & Use Tax 57,240$                    $                   51,352  $                   73,315 72,264$                     99% 5%

13 32100      License - Business 34,130$                    $                   35,444  $                   45,000 30,287$                     67% 3%

14 32110      Permit - Construction 25,207$                    $                   32,243  $                   15,000 15,267$                     102% 1%

15 32111      Permit - Encroachments 750$                          $                   21,500  $                     1,500  $                   (17,421) -1161% 0%

16 32125      Permit - Garage Sale 85$                            $                           60  $                           85  $                           115 135% 0%

17 32130      Permit / Licenses - Other 395$                          $                         495  $                         500  $                           325 65% 0%

18 32135      Permit - Signs 320$                          $                         520  $                         500  $                           660 132% 0%

19 32170      Amusements 120$                          $                         105  $                            -    $                             75 0% 0%

20 33120      Sales Tax-Public Safety 9,535$                       $                     9,376  $                     9,000  $                     10,431 116% 1%

21 33510      STATE COPS GRANT 90,747$                    $                 103,705  $                 100,000  $                   112,433 112% 6%

22 33512      Hm Prop Tax Relief - Exemption 6,438$                       $                     6,364  $                     6,500  $                       6,285 97% 0%

23 33516      State Grants 5,000$                       $                     5,000  $                     5,000  $                              -   0% 0%

33540      Mandated Cost Reimb  $                     65,815 

24 33560      State Motor Vehicle In-Lieu -$                           $                   23,510  $                   63,000  $                     62,295 99% 4%

25 33570      State trailer coach in-lieu tx  $                     5,000  $                       5,000 100% 0%

26 34131      Subdivision fees  $                         200  $                           400 0% 0%

27 34132      Fees - Variance & conditional -$                           $                            -    $                         200  $                             15 8% 0%

28 34139      BUILDING PERMIT FEES  $                            -    $                              -   #DIV/0! 0%

29 34140      Planning Fees 17,945$                    $                   11,551  $                   12,000  $                     12,041 100% 1%

30 34160      Fees - Police Reports 1,116$                       $                     1,922  $                         900  $                           706 78% 0%

31 34168      CONCEALED WEAPON 200$                          $                         677  $                         700  $                           200 29% 0%

32 34190      Fees - Other 200$                          $                            -    $                     1,000  $                               4 0% 0%

33 34210      PD FEE SPECIAL SVS 6,115$                       $                     5,600  $                     5,000  $                       3,606 72% 0%

34 35130      Fines - Vehicle Code 16,050$                    $                   12,069  $                   15,000  $                     15,412 103% 1%

35 36100      Income - Interest Earnings (825)$                         $                     1,045  $                     1,200  $                       4,733 394% 0%

36 36200      Income - Rents Other 5,913$                       $                     6,450  $                     7,400  $                       7,050 95% 0%

37 36820      Income - Other Revenue 12,417$                    $                     4,628  $                     1,200  $                       4,733 394% 0%

38 39999      Operating Transfers In 32,000$                    $                            -    $                              -   0% 0%

39 36800      Income - Insurance Refund  $                   31,733  $                            -    $                     27,505 0% 0%

40 36803      Police WC Reimbursement 39,088$                    $                   29,941  $                            -    $                              -   0% 0%

41 39100      Proceeds From Sale of Fix Asst  $                         225  $                            -    $                              -   0% 0%

42 GF TOTAL 1,412,690$              $             1,506,803  $             1,572,025  $               1,711,322 109%

43

44 Gas Tax Fund 12-13  13-14 

45 Revenue Description ACTUAL  ACTUAL  BUDGET  YE ACTUAL % YTD

% of TOTAL 

Budget

46

47 33551      2107 Highway User Tax  $                            -    $                   19,095  $                     28,079 147%

48 33552      2106 Highway User Tax  $                   72,354  $                   17,250  $                     22,001 128%

49 33553      2105 Highway User Tax  $                            -    $                   21,874  $                     23,056 105%

50 33554      2107-5 Highway User Tax  $                            -    $                     1,000  $                              -   0%

51 33556       2103-Highway User Tax  $                     16,363 

52 36100      Income - Interest Earnings  $                           44  $                   30,589  $                           261 1%

53 GTAX TOTAL  $                   72,398  $                   89,808  $                     89,760 100%

54

55 Sewer Fund 12-13  13-14 

56 Revenue Description ACTUAL  ACTUAL  BUDGET  YE ACTUAL % YTD

% of TOTAL 

Budget

57 34390      ARSA  $                         175  $                 122,479  $                   175,508 143%

58 34410      Fees - Sewer Service Undist  $             1,399,054  $             1,414,000  $               1,351,304 96%

59 34412      Septic Dumping Fee  $                            -    $                   42,000  $                     55,787 133%

60 34445      Sale of Real Property  $                   34,702  $                            -    $                     10,000 0%

61 34479 Late Charges  $                            -    $                            -    $                     16,502 0%

62 36100      Income - Interest Earnings  $                         419  $                     2,000  $                       3,354 168%

63 SEWER TOTAL  $             1,434,351  $             1,580,479  $               1,612,454 102%

 14-15 

 14-15 

 14-15 



Updated 10/27/15
A B C D E F G H I J K K L M N

1  Expenditure Description 

 TOTAL AMENDED 

DEPARTMENTAL  

BUDGET 

 TOTAL ACTUAL 

ALL FUNDS 

 Amended 

Adopted Budget 

 Year-to-Date 

Actual Pct(%)  Projected Year End  

 Amended 

Adopted Budget 

 Year-to-Date 

Actual 

 

Pct(%) 

 Projected Year 

End  

 Amended 

Adopted Budget 

 Year-to-Date 

Actual  Pct(%) 

 Projected Year 

End  

2 City Council
7 Employee Services 16,395$                 15,552$                 16,395$                 15,552$                  95% 14,221$                     

#REF! Operations 12,000$                 6,121$                   12,000$                 6,121$                    51% 6,180$                       

#REF! City Council TOTAL 28,395$                21,673$                 28,395$                21,673$                  76% 20,401$                     

#REF!

#REF! City Clerk
#REF! Employee Services 80,118$                 76,002$                 61,240$                 57,749$                  94% 56,187$                     18,878$                 18,252$                 97% 17,906$                 

#REF! Operations 6,341$                   1,310$                   4,843$                   1,084$                    22% 4,843$                       1,498$                   225$                      15% 1,498$                   

#REF! City Clerk TOTAL 86,459$                77,311$                 66,083$                58,834$                  89% 61,030$                     20,376$                18,478$                91% 19,404$                

#REF!

#REF! City Treasurer
#REF! City Treasurer TOTAL 2,575$                   2,561$                   2,575$                   2,561$                    99% 2,377$                       -$                       -$                       -$  

#REF!

#REF!

#REF! Employee Services 133,082$              148,842$              82,401$                 91,944$                  112% 97,509$                     50,681$                 56,898$                 112% 51,429$                 

#REF! Operations 1,950$                   (5,256)$                 1,450$                   (5,813)$                   -401% 804$                          500$                      558$                      112% 857$                      

#REF! City Manager TOTAL 135,032$              143,586$              83,851$                86,130$                  103% 98,313$                     51,181$                57,456$                112% 52,286$                

#REF!

#REF! Finance
#REF! Employee Services 69,453$                 66,829$                 27,087$                 22,277$                  82% 23,235$                     42,366$                 44,553$                 105% 43,337$                 

#REF! Operations 69,935$                 38,017$                 29,946$                 15,329$                  51% 28,154$                     39,989$                 22,689$                 57% 30,650$                 

#REF! Finance TOTAL 139,388$              104,847$              57,033$                37,605$                  66% 51,389$                     82,355$                67,242$                82% 73,987$                

#REF!

#REF! Police
#REF! Employee Services 653,248$              645,371$              653,248$              645,371$                99% 689,918$                   

#REF! Operations 180,600$              155,229$              180,600$              155,229$                86% 180,877$                   

#REF! Police TOTAL 833,848$              800,600$              833,848$              800,600$                96% 870,795$                   

#REF!

#REF!

#REF! Employee Services 109,287$              114,469$              61,482$                 68,443$                  111% 74,506$                     47,805$                 46,025$                 96% 44,736$                 

#REF! Operations 66,636$                 14,483$                 65,586$                 13,758$                  21% 59,909$                     1,050$                   725$                      69% 852$                      

#REF! PLANNING & BUILDING TOTAL 175,923$              128,952$              127,068$              82,201$                  65% 134,415$                   48,855$                46,750$                96% 45,588$                

#REF!

#REF!

#REF! Employee Services 40,534$                 38,958$                 40,534$                 38,958$                  96% 41,574$                     

#REF! Operations 124,433$              97,526$                 124,433$              97,526$                  78% 101,272$                   

#REF! Parks and Buildings 164,967$              136,484$              164,967$              136,484$                83% 142,846$                   

#REF!

#REF!

#REF! Employee Services 18,134$                 17,474$                 18,134$                 17,474$              96% 16,570$               

#REF! Operations 54,700$                 54,578$                 54,700$                 54,578$              100% 48,668$               

#REF! Parks and Buildings 72,834$                 72,052$                 72,834$                 72,052$              99% 65,238$               

#REF!

#REF! Pool -$                       

#REF! Employee Services 36,100$                 18,377$                 

#REF! Operations 4,850$                   4,890$                   

#REF! Swimming Pool TOTAL 40,950$                 23,267$                 
#REF! -$                       

#REF! Community Promotions -$                       

#REF! Community Promotion TOTAL 65,900$                 60,772$                 65,400$                 60,772$                  93% 63,039$                     

#REF! -$                       

#REF! Central Services -$                       

#REF! Central Services TOTAL 211,340$              185,119$              109,394$              91,032$                  83% 129,725$                   104,196$              94,087$                 90% 118,682$              

#REF! -$                       

#REF! WWTP -$                       

#REF! Employee Services 179,144$              209,508$              179,144$              209,508$              117% 201,569$              

#REF! WWTP Operations 713,400$              628,400$              713,400$              628,400$              88% 717,900$              

#REF! WWTP TOTAL 892,544$              837,908$              892,544$              837,908$              94% 919,469$              

#REF! -$                       

#REF! Collections -$                       

#REF! Employee Services 117,307$              86,963$                 117,307$              86,963$                 74% 109,843$              

City Manager

Planning & Building

Parks & Buildings

Streets & Roads

GENERAL FUND SEWER FUND GAS TAX



#REF! Collection Operations 185,919$              250,663$              185,919$              250,663$              135% 155,619$              

#REF! Collections TOTAL 303,226$              337,626$              303,226$              337,626$              111% 265,462$              

#REF! -$                       

#REF!  Employee Services 1,434,668$    1,420,869$           982,512$       958,670$         1,033,249$        456,181$       462,199$       468,820$       18,134$          17,474$       16,570$         

#REF! Operations 1,645,879$    1,439,836$           598,502$       442,489$         581,880$           1,046,552$    997,347$       1,026,058$    54,700$          54,578$       48,668$         

#REF! TOTAL 3,080,547$    2,860,705$           1,581,014$    1,401,159$     89% 1,615,129$        1,502,733$    1,459,546$    97% 1,494,878$    72,834$          72,052$       99% 65,238$         
#REF! -$                       

#REF! REVENUE 3,323,776$           1,572,025$    1,711,322$     1,606,764$        1,580,479$    1,612,454$    1,602,320$    89,808$          89,760$       89,808$         

#REF! Difference Revenue - Expense 310,163$              (8,989)$           310,163$         (8,365)$              77,746$          107,442$       16,974$          24,570$         



                                              Beginning                           Transfers     Ending     

Funds                                          Balance     Cash In     Cash Out  Adjustments   Balance     

01 - General Fund                            106,569 93,542 140,358 -47,427 12,326

02 - Traffic Safety/Street Enforcement       70,918 0 0 242 71,160

03 - Gas Tax for Streets and Roads           85,445 8,307 13,657 4,332 84,427

04 - Crestview Light District                909 0 355 4 558

05 - Commons Committee                       0 0 0 0 0

06 - LTC/LTF Audited Street Road Imrp        83,222 0 0 580 83,802

07 - Cemetary Sell of Plots                  7,707 0 0 31 7,738

09 - HMGP Hazard Mitigation Grant Proj       303,270 0 0 -302,018 1,252

10 - Sewer M&O                               1,071,646 122,649 67,764 -200,865 925,666

11 - Sewer WCRF Hook up Fees                 -587,557 0 0 587,557 0

12 - Sewer Line Replacement                  611,142 0 0 -585,491 25,651

15 - Sewer Debt Service                      -146,229 0 0 146,229 0

16 - Sutter Hill Drainage Assessment         -63,907 0 0 0 -63,907

17 - Monteverde Store                        -5,040 300 193 3,600 -1,333

19 - Knights Foundary Restore                44,711 0 0 0 44,711

20 - FEMA                                    12,465 0 0 42 12,507

26 - COSC Community Facilities               924 0 0 1 925

30 - Trafffic Mitig - S. Crest Gopher Flat   9,398 0 0 34 9,432

31 - Traffic Mitig - S.Hill/Mesa de Oro      75,358 0 0 255 75,613

32 - Traffic Mitig - Crestview               11,305 0 0 38 11,343

33 - Traffic Mitig - Sutter Ione             -38,262 0 0 0 -38,262

34 - Traffic Mitig - Highway 49 Bypass       58,709 0 0 198 58,907

35 - Traffic Mitig - General                 110,647 0 0 374 111,021

36 - Traffic Mitig - County Regional         12,815 0 0 44 12,859

37 - Parking In Lieu                         42,335 1,000 0 3,670 47,005

39 - Bypass Relinquishment Fund              587,796 0 0 1,977 589,773

40 - Old Sutter Hill Road                    -115,196 37 10,023 5,224 -119,958

41 - Prop 1B State Bond                      0 0 0 0 0

42 - AB1600                                  5,455 0 0 16 5,471

44 - Central Eureka Mine CP Fund             -2,563 5,200 0 0 2,637

46 - Badger Street Bridge Replacement        -124,864 0 7,359 0 -132,223

49 - PD Gaming Grant (Indian)                0 0 0 0 0

50 - COPS Fast Program                       277 0 0 0 277

53 - Universal Hiring Program                -303,066 0 0 303,066 0

55 - SC Bridge Replacement CalTrans          156,081 0 9,007 -3,102 143,972

56 - CalTrans ADA                            32,972 0 0 0 32,972

57 - First Time Home Buyers Grant            0 0 0 66 66

73 - ACRA Regional Development Fee           27,018 0 0 83 27,101

80 - ARSA                                    -4,528 0 0 4,368 -160

85 - Community Trust & Agency Fund           2,444 0 0 0 2,444

                                            Cash Flow Report                                               

                                     For Period Ending June 30, 2015                                       



95 - General Operations Reserve              2,292 0 0 7 2,299

96 - General Capital Reserves                389 0 0 1 390

97 - Prospect Bowers                         0 0 0 0 0

Totals        2,143,020 231,035 248,716 -76,877 2,048,462
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CENTRAL SAN JOAQUIN VALLEY RISK MANAGEMENT AUTHORITY 
 

Investment Policy 
 
 
INTRODUCTION 
 
The Central San Joaquin Valley Risk Management Authority (CSJVRMA) has a fiduciary 
responsibility to maximize the productive use of its liquid assets entrusted to its care and to manage 
those public funds wisely and prudently. 
 
The purpose of this document is to identify various policies and procedures that enhance opportunities 
for a prudent and systematic investment policy and to organize and formalize investment-related 
activities.  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 
short-term borrowing program which coordinates working capital requirements and investment 
opportunity.  In concert with these requirements are the many facets of an appropriate and secure short-
term investment program. 
 
 
SCOPE 
 
It is intended that this policy cover all funds and investment activities under the direct authority of the 
CSJVRMA.  This policy does not cover any funds held by the fiscal agent in connection with the 
issuance of any bonds by the CSJVRMA.  Such funds shall be invested in accordance with the 
applicable trust indenture. 
 
 
OBJECTIVES 
 
Safety.  It is the primary duty and responsibility of the Treasurer to protect, preserve and maintain cash 
and investments placed in his trust on behalf of the CSJVRMA. 
 
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 is 
highly recommended.  Emphasis should be on marketable securities with low sensitivity to market risk. 
 
Yield.    Yield should become a consideration only after the basic requirements of safety and liquidity 
have been met.  The investment portfolio shall be designed to attain a market-average rate of return 
throughout budgetary and economic cycles, taking into account the CSJVRMA's risk constraints, the 
cash flow characteristics of the portfolio, and State and Local laws, ordinances or resolutions that 
restrict investments. 
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Diversification. The investment portfolio will be diversified by the type of investment, issuer, and 
maturity dates in order to avoid incurring unreasonable and avoidable risks including changes in the 
market.  
 
Prudence.  The CSJVRMA adheres to the guidance provided by the “prudent  investor standard,” as 
set forth in Government Code section 53600.3, which specifically addresses public investing, as 
follows: 
 

“Except as provided in subdivision (a) of Section 27000.3, all governing bodies of local agencies 
or persons authorized to make investment decisions on behalf of those local agencies investing 
public funds pursuant to this chapter are trustees and therefore fiduciaries subject to the prudent 
investor standard.  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 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.  Within the limitations of 
this section and considering individual investments as part of an overall strategy, investments 
may be acquired as authorized by law”. 

 
Public Trust.  All participants in the investment process shall act as custodians of the public trust. 
Investment officials shall recognize that the investment portfolio is subject to public review and 
evaluation.  The overall program shall be designed and managed with a degree of professionalism 
that is worthy of the public trust.  In a diversified portfolio it must be recognized that occasional 
measured losses are inevitable, and must be considered within the context of the overall portfolio 
investment return, provided that adequate diversification has been implemented. 
 
 
DELEGATION OF AUTHORITY 
 
The Treasurer is authorized by resolution of the CSJVRMA Board of Directors to manage the 
investment needs of the CSJVRMA.  The Treasurer may delegate his/her investment decision 
making and execution authority to an investment advisor.  The advisor shall follow the investment 
policy, herein stated, and such other written instructions as are provided. 
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REPORTING 
 
The Treasurer shall submit a  quarterly investment report that is in compliance with the Government 
Code to the governing body.  This report shall also contain any additional information as is 
requested by the governing body.  
 
 
ELIGIBLE SECURITIES AND CRITERIA 
 
Security purchases and holdings must be maintained within statutory limits imposed by the 
Government Code subject to any additional limitations imposed by the CSJVRMA.  A competitive 
process, when practical, will be used for all purchases and sales of investments. 
 
 
SECURITIES NOT ELIGIBLE FOR PURCHASE 
 
CSJVRMA funds may not be invested in tax-exempt securities, since the CSJVRMA cannot 
benefit from the tax exemption. 
 
CSJVRMA funds may not be invested in collateralized mortgage obligations (CMOs) of any 
type. 
 
CSJVRMA funds may not be invested in reverse repurchase agreements (reverse repos). 
 
 
TARGET DURATION 
 
That part of the portfolio required to pay claims shall be invested in a portfolio known as the Claims 
Payment Portfolio to achieve a modified duration approximately equal to the modified duration of 
the Authority’s actuarially projected claims. 
 
Funds in the investment portfolio not required to pay future claims shall be invested in a portfolio 
known as the Reserve for Long Term Growth Portfolio in order to provide for long term growth of 
the fund. 
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MAXIMUM MATURITY 
 
Since funds invested in the Reserve for Long Term Growth Portfolio are invested for the specific 
purpose of providing for long term growth, and since the cash flow requirements of the Authority are  
met through other investments, the Board of Directors hereby grants authority for the purchase of  
securities with maturities in excess of five years.  Such purchases shall be of U.S. Treasury and 
federal agency securities only (including mortgage-backed securities), and shall only be made in the 
Reserve for Long Term Growth Portfolio.  The maximum maturity of individual securities is limited 
to ten years. 
 
 
PERFORMANCE MEASUREMENT 
 
The performance benchmark for the portfolio shall be an index of government securities with a 
modified duration approximately equal to the target modified duration of the portfolio.  The Claims 
Payment Portfolio and the Reserve for Long Term Growth Portfolio may have separate benchmarks. 
 
 
INTERNAL CONTROLS 
 
A system of internal control shall be established 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 CSJVRMA. 
 
 
 
 
SAFEKEEPING OF SECURITIES 
 
 

1. To protect against potential losses by collapse of individual securities dealers, and to 
enhance access to securities, interest payments and maturity proceeds, all securities owned 
by the Authority shall be held in safekeeping by a third party bank trust department, acting 
as agent for the Authority under the terms of a custody agreement executed by the bank and 
by the Authority. 

 
2. All investment transactions of the Authority shall be conducted using standard delivery-vs.-

payment procedures. 
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STATEMENT OF INVESTMENT POLICY 
 
The Statement of Investment Policy shall be reviewed and submitted annually to the Governing 
Body. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
DATE APPROVED 
 
November 30, 1989 
Reviewed:  June 2008 
Last Amended:   June 2008 
 
 
J:/RMA/Admin/Documents/Governing Documents/InvestmentPolicy3_08.doc
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GLOSSARY OF INVESTMENT TERMS© 

 
 
 

Agencies.  Shorthand market terminology for any obligation issued by a government-
sponsored entity (GSE), or a federally related institution.  Obligations of GSEs are not 
guaranteed by the full faith and credit of the US government.  There are eight GSEs, 
five of which are currently active in the new issue market. The five include: 
 

FFCB.  The Federal Farm Credit Bank System provides credit and liquidity in the 
agricultural industry.  FFCB issues discount notes and bonds.   
 
FHLB.  The Federal Home Loan Bank provides credit and liquidity in the housing 
market.  FHLB issues discount notes and bonds.   
 
FHLMC.  Like FHLB, the Federal Home Loan Mortgage Corporation provides 
credit and liquidity in the housing market.  FHLMC, also called “FreddieMac” 
issues discount notes, bonds and mortgage pass-through securities.  
 
FNMA.  Like FHLB and FreddieMac, the Federal National Mortgage Association 
was established to provide credit and liquidity in the housing market.  FNMA, also 
known as “FannieMae,” issues discount notes, bonds and mortgage pass-
through securities.   
 
 

 Federally related institutions are arms of the federal government.  Most do not 
issue securities directly into the market.  Those, which do issue directly, include 
the following: 

 
GNMA.  The Government National Mortgage Association, known as 
“GinnieMae,” issues mortgage pass-through securities, which are guaranteed by 
the full faith and credit of the US Government.   
 
PEFCO.  The Private Export Funding corporation assists exporters.  Obligations 
of PEFCO are not guaranteed by the full faith and credit of the US government.   
 
TVA.  The Tennessee Valley Authority provides flood control and power and 
promotes development in portions of the Tennessee, Ohio and Mississippi River 
valleys.  TVA currently issues discount notes and bonds.   
 

Asked.  The price at which a seller offers to sell a security. 
 

Average life.  In mortgage-related investments, including CMOs, the average time to 
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expected receipt of principal payments, weighted by the amount of principal expected. 
 
Banker’s acceptance.  A money market instrument created to facilitate international 
trade transactions.   It is highly liquid and safe because the risk of the trade transaction 
is transferred to the bank which “accepts” the obligation to pay the investor. 
 
Benchmark.  A comparison security or portfolio.  A performance benchmark is a partial 
market index, which reflects the mix of securities allowed under a specific  investment 
policy. 
 
Bid.  The price at which a buyer offers to buy a security. 
 
Broker.  A broker brings buyers and sellers together for a transaction for which the 
broker receives a commission.  A broker does not sell securities from his own position.  
 
Certificate of Deposit (CD).  A time deposit with a specific maturity evidenced by a 
certificate.  Large denomination CDs may be marketable.   
 
Collateral.  Securities or cash pledged by a borrower to secure repayment of a loan or 
repurchase agreement.  Also, securities pledged by a financial institution to secure 
deposits of public monies. 
  
Collateralized Mortgage Obligations (CMO).  Classes of bonds that redistribute the 
cash flows of mortgage securities (and whole loans) to create securities that have 
different levels of prepayment risk, as compared to the underlying mortgage securities.  
 
Commercial paper.  The short-term unsecured debt of corporations. 
 
Cost yield.  The annual income from an investment divided by the purchase cost.  
Because it does not give effect to premiums and discounts which may have been 
included in the purchase cost, it is an incomplete measure of return. 
 
Coupon.  The rate of return at which interest is paid on a bond. 
 
Credit risk.  The risk that principal and/or interest on an investment will not be paid in a 
timely manner due to changes in the condition of the issuer. 
 
Current yield.  The annual income from an investment divided by the current market 
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value.  Since the mathematical calculation relies on the current market value rather than 
the investor’s cost, current yield is unrelated to the actual return the investor will earn if 
the security is held to maturity.   
 
Dealer.  A dealer acts as a principal in security transactions, selling securities from and 
buying securities for his own position.   
 
Debenture.  A bond secured only by the general credit of the issuer. 
 
Delivery vs. payment (DVP).  A securities industry procedure whereby payment for a 
security must be made at the time the security is delivered to the purchaser’s agent.   
 
Derivative. Any security that has principal and/or interest payments which are subject 
to uncertainty (but not for reasons of default or credit risk) as to timing and/or amount, or 
any security which represents a component of another security which has been 
separated from other components (“Stripped” coupons and principal). A derivative is 
also defined as a financial instrument the value of which is totally or partially derived 
from the value of another instrument, interest rate or index.    
 
Discount.  The difference between the par value of a bond and the cost of the bond, 
when the cost is below par.  Some short-term securities, such as Tbills and banker’s 
acceptances, are known as discount securities.  They sell at a discount from par, and 
return the par value to the investor at maturity without additional interest.  Other 
securities, which have fixed coupons trade at a discount when the coupon rate is lower 
than the current market rate for securities of that maturity and/or quality.   
 
Diversification.  Dividing investment funds among a variety of investments to avoid 
excessive exposure to any one source of risk.   
 
Duration.  The weighted average time to maturity of a bond where the weights are the 
present values of the future cash flows.  Duration measures the price sensitivity of a 
bond to changes in interest rates.  (See modified duration).  
 
Federal funds rate.  The rate of interest charged by banks for short-term loans to other 
banks.  The Federal Reserve Bank through open-market operations establishes it. 
 
Federal Open Market Committee:  A committee of the Federal Reserve Board that 
establishes monetary policy and executes it through temporary and permanent changes 
to the supply of bank reserves.   
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Haircut:  The margin or difference between the actual market value of a security and 
the value assessed by the lending side of a transaction (i.e. a repo). 
 
Leverage.  Borrowing funds in order to invest in securities that have the potential to pay 
earnings at a rate higher than the cost of borrowing. 
 
Liquidity:  The speed and ease with which an asset can be converted to cash. 
 
Margin:  The difference between the market value of a security and the loan a broker 
makes using that security as collateral.   
 
  
Market risk.  The risk that the value of securities will fluctuate with changes in overall 
market conditions or interest rates. 
 
Market value.  The price at which a security can be traded.   
 
Marking to market.  The process of posting current market values for securities in a 
portfolio.   
 
Maturity. The final date upon which the principal of a security becomes due and 
payable.   
 
Medium term notes.  Unsecured, investment-grade senior debt securities of major 
corporations which are sold in relatively small amounts either on a continuous or an 
intermittent basis. MTNs are highly flexible debt instruments that can be structured to 
respond to market opportunities or to investor preferences. 
 
Modified duration.  The percent change in price for a 100 basis point change in yields. 
Modified duration is the best single measure of a portfolio’s or security’s exposure to 
market risk.   
 
Money market.  The market in which short term debt instruments (Tbills, discount 
notes, commercial paper and banker’s acceptances) are issued and traded.   
 
Mortgage pass-through securities.  A securitized participation in the interest and 
principal cashflows from a specified pool of mortgages.  Principal and interest payments 
made on the mortgages are passed through to the holder of the security. 
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Mutual fund.  An entity which pools the funds of investors and invests those funds in a 
set of securities which is specifically defined in the fund’s prospectus.  Mutual funds can 
be invested in various types of domestic and/or international stocks, bonds and money 
market instruments, as set forth in the individual fund’s prospectus.  For most large, 
institutional investors, the costs associated with investing in mutual funds are higher 
than the investor can obtain through an individually managed portfolio.   
 
Premium. The difference between the par value of a bond and the cost of the bond, 
when the cost is above par. 
 
Prepayment speed.  A measure of how quickly principal is repaid to investors in 
mortgage securities. 
 
Prepayment window.  The time period over which principal repayments will be 
received on mortgage securities at a specified prepayment speed. 
 
Primary dealer.  A financial institution (1) that is a trading counterparty with the Federal 
Reserve in its execution of market operations to carry out U.S. monetary policy, and (2) 
that participates for statistical reporting purposes in compiling data on activity in the U.S. 
Government securities market.  
 
 
Prudent person (man) rule.   A standard of responsibility which applies to fiduciaries.  
In California, the rule is stated as “Investments shall be managed with the care, skill, 
prudence and diligence, under the circumstances then prevailing, that a prudent person, 
acting in a like capacity and familiar with such matters, would use in the conduct of an 
enterprise of like character and with like aims to accomplish similar purposes.” 
 
Realized yield.  The change in value of the portfolio due to interest received and 
interest earned and realized gains and losses.  It does not give effect to changes in 
market value on securities, which have not been sold from the portfolio.   
 
Regional dealer.  A financial intermediary that buys and sells securities for the benefit 
of its customers without maintaining substantial inventories of securities, and that is not 
a primary dealer. 
 
Repurchase agreement (RP, Repo).  Short term purchases of securities with a 
simultaneous agreement to sell the securities back at a higher price.  From the seller’s 
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point of view, the same transaction is a reverse repurchase agreement.   
 
Safekeeping.  A service to bank customers whereby securities are held by the bank in 
the customer’s name.   
 
Structured note.  A complex, fixed income instrument, which pays interest, based on a 
formula tied to other interest rates, commodities or indices. Examples include inverse 
floating rate notes which have coupons that increase when other interest rates are 
falling, and which fall when other interest rates are rising, and "dual index floaters," 
which pay interest based on the relationship between two other interest rates - for 
example, the yield on the ten-year Treasury note minus the Libor rate.  Issuers of such 
notes lock in a reduced cost of borrowing by purchasing interest rate swap agreements. 
  
Total rate of return.  A measure of a portfolio’ performance over time.  It is the internal 
rate of return, which equates the beginning value of the portfolio with the ending value, 
and includes interest earnings and realized and unrealized gains and losses on the 
portfolio.   
 
 U.S. Treasury obligations.  Securities issued by the U.S. Treasury and backed by the 
full faith and credit of the United States.  Treasuries are considered to have no credit 
risk, and are the benchmark for interest rates on all other securities in the US and 
overseas.  The Treasury issues both discounted securities and fixed coupon notes and 
bonds.   
 

Treasury bills.  All securities issued with initial maturities of one year or less are 
issued as discounted instruments, and are called Treasury bills.  The Treasury 
currently issues three- and six-month Tbills at regular weekly auctions.  It also 
issues “cash management” bills as needed to smooth out cash flows.     
 
Treasury notes.  All securities issued with initial maturities of two to ten years 
are called Treasury notes, and pay interest semi-annually. 
 
Treasury bonds.  All securities issued with initial maturities greater than ten 
years are called Treasury bonds.  Like Treasury notes, they pay interest semi-
annually.   

 
Volatility.  The rate at which security prices change with changes in general economic 
conditions or the general level of interest rates. 
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Yield to Maturity.  The annualized internal rate of return on an investment which 
equates the expected cash flows from the investment to its cost. 
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 Chapter 4.29 - PURCHASES  

Sections:  

 

 4.29.010 - Adoption of purchasing system.  

In order to establish efficient procedures for the purchase of supplies and equipment at the lowest 

possible cost commensurate with quality needs, to exercise positive financial control over purchases, to clearly 
define authority for the purchasing function, and to assure the quality of purchases, a purchasing system is 

adopted.  

(Ord. 324 §1, 2008) 

 4.29.020 - Scope of chapter.  

The procedures established by this chapter shall apply only to the purchase of supplies, equipment and 

services, and shall not apply to public projects as defined in Section 20161 of the California Public Contracts 

Code.  

(Ord. 324 §1, 2008) 

 4.29.030 - Centralized purchasing division.  

There is created a purchasing division within the office of the city manager in which is vested authority 

for the purchase of supplies and equipment.  

(Ord. 324 §1, 2008) 

 4.29.040 - Purchasing agent.  

There is created the position of purchasing agent, who may also be known as the purchasing officer, and 
shall be appointed by the city manager. The purchasing agent shall be the head and have general supervision of 

the purchasing division. The duties of the purchasing agent may be combined with those of any other office or 
position. The purchasing agent shall have the authority to:  

A. Purchase or contract for supplies and equipment required by any using agency in accordance with 

purchasing procedures prescribed by this chapter, such administrative regulations as the purchasing agent 
shall adopt for the internal management and operation of the purchasing division and such other rules and 

regulations as shall be prescribed by the city council or the city manager;  

 

B. Negotiate and recommend execution of contracts for the purchase of supplies and equipment; 

 

C. Act to procure for the city the needed quality in supplies and equipment at least expense to the city;  

 

D. Discourage uniform bidding and endeavor to obtain as full and open competition as possible on all 
purchases;  



 

E. Prepare and recommend to the city council rules governing the purchase supplies and equipment for the 
city;  

 

F. Prepare and recommend revisions and amendments to the purchasing rules; 

 

G. Keep informed of current developments in the field of purchasing, prices, market conditions and new 
products;  

 

H. Prescribe and maintain such forms as are reasonably necessary for the operation of this chapter and other 
rules and regulations;  

 

I. Supervise the inspection of all supplies and equipment purchases to insure conformance with 

specifications;  

 

J. Recommend the transfer of surplus or unused supplies and equipment between departments as needed;  

 

K. Maintain an approved vendors' list, vendors' catalog file and records needed for the efficient operation of 

the purchasing division.  

 

 (Ord. 324 §1, 2008) 

 4.29.050 - Purchasing regulations.  

The purchasing agent shall be responsible for determining that the regulations and procedures in sections 

4.29.060 through 4.29.120 are carried out.  

(Ord. 324 §1, 2008) 

 4.29.060 - Exemptions from centralized purchasing.  

The city manager may authorize, in writing, any department to purchase specified supplies and 

equipment independent of the purchasing agent; but such purchases shall be made in conformity with the 

procedures established by this chapter and shall further require periodic reports from the department on the 
purchases made under such written authorization.  

(Ord. 324 §1, 2008) 

 4.29.070 - Purchase orders.  

Purchases or supplies and equipment shall be generally made by purchase orders. Except as otherwise 

provided herein, no purchase order shall be issued without the prior approval of the purchasing agent or city 
manager.  

(Ord. 324 §1, 2008) 

 4.29.080 - Encumbrance of funds.  



Except in cases of emergency, the purchasing agent shall not issue any purchase order for supplies or 

equipment unless there exists an unencumbered appropriation in the fund account against which said purchase 
is to be charged.  

  

(Ord. 324 §1, 2008) 

 4.29.090 - Inspection and testing.  

The purchasing agent shall, with discretion, inspect supplies and equipment delivered to determine their 

conformance with the specifications set forth in the order. The purchasing agent shall have authority to require 

chemical and physical tests of samples submitted with bids and samples of deliveries which are necessary to 
determine their quality and conformance with specification.  

(Ord. 324 §1, 2008) 

 4.29.100 - Formal Contract Procedure 

 Except as otherwise provided in this chapter, purchases and contracts for supplies and equipment of 
estimated value greater that fifteen thousand ($15,000.00)  shall be by written contract with the lowest 

responsible bidder pursuant to the procedure described in this section.   

 Bidding.  

Purchases of supplies and equipment shall be by bid procedures pursuant to sections 4.29.110 through 
4.29.250. Bidding may be dispensed with only under conditions stated in section 4.29.260.  

(Ord. 324 §1, 2008) 

 4.29.110 - Formal (sealed) bid procedures.  

Except as otherwise provided herein, purchases of supplies and equipment of an estimated value greater 
than twenty thousand dollars shall be awarded to the lowest responsible bidder pursuant to the formal bid 

procedure hereinafter prescribed.  

(Ord. 324 §1, 2008) 

 4.29.120 - Notice inviting formal bids.  

Notices inviting formal bids shall include a general description of the article or service desired, shall state 
where bid documents and specifications may be secured, and the time and place for opening bids.  

(Ord. 324 §1, 2008) 

 4.29.130 - Published notice for formal bids.  

A. Purchases of supplies and equipment of an estimated value in the amount of twenty thousand dollars 
or less may be made by the purchasing agent in the open market pursuant to the procedure prescribed in 

section 4.29.260 through 4.29.280 and without observing the procedure prescribed in section 4.12.110 
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through 4.29.270; provided, however, all bidding may be dispensed with for purchases of supplies and 

equipment having a total estimated value of less than two thousand five hundred dollars.  

 

B. Notwithstanding the dollar amount contained in this Code, purchases of motor vehicle fuel for use in 
city vehicles may be completed using open market or informal bid procedures as required in the best 

interests of the city.  

 

 (Ord. 324 §1, 2008) 

 4.29.140 - Approved vendors list.  

The purchasing agent shall also solicit formal sealed bids from responsible suppliers whose names are on 

the approved vendors' list, or who have made written request that their names be added thereto.  

(Ord. 324 §1, 2008) 

 4.29.150 - Bidder's security.  

Where deemed necessary by the purchasing agent, formal bids shall be accompanied by security, either 
cash, cashier's check, certified check or surety bond, in a sum equal to ten percent of the total aggregate of the 

bid, and shall be designated in the notice inviting bids. Bidders shall be entitled to return of bid security; 
provided, however, that a successful bidder shall forfeit the bid security upon refusal or failure to execute the 

contract within ten days after the notice of award of contract has been mailed, unless the city is solely 

responsible for the delay in executing the contract. The city council may, on refusal or failure of the successful 
bidder to execute the contract, award it to the next lowest responsible bidder who is willing to execute the 

contract, or may reject all bids and re-advertise.  

(Ord. 324 §1, 2008) 

 4.29.160 - Other formal bond requirements.  

A faithful performance bond and labor and material bond shall be required for all public projects, unless 

waived by the city council, in an amount reasonably necessary to protect the best interests of the city. In 

addition, the city council shall have authority to require a faithful performance bond or other bonds before 
entering into a contract other than a public project contract. If bonds are required, the form and amount thereof 

shall be designated in the notice inviting bids.  

(Ord. 324 §1, 2008) 

 4.29.170 - Formal bid opening procedure.  

Sealed bids shall be submitted to the purchasing agent and shall be identified as "bids" on the envelope. 
The purchasing officer, or designee, shall publicly open all bids at the time and place stated in the public 

notices. A tabulation of all bids received shall be available for public inspection in the purchasing office during 
regular business hours for a period of not less than thirty calendar days after the bid opening.  

(Ord. 324 §1, 2008) 

 4.29.180 - Rejection of formal bids.  



In its discretion, the city council may reject any and all bids presented and may cause re-advertising for 

bids pursuant to the procedure hereinabove prescribed. However, when all bids exceed the authorized budgeted 
amount, the city manager may authorize rejection of all bids and authorize re-bidding based upon the original 

specification or as they may be modified, in accordance with procedures prescribed herein.  

(Ord. 324 §1, 2008) 

 4.29.190 - Award of formal bid contracts.  

Except as otherwise provided herein, formal bid contracts shall be awarded by the city council to the 

lowest responsible bidder. The determination of "lowest responsible bidder" shall be at the discretion of the 

city council pursuant to findings and recommendations presented by the purchasing agent at the time of award 
of contract.  

(Ord. 324 §1, 2008) 

 4.29.200 - Tie formal bids.  

If two or more formal bids received are for the same total amount or unit price, quality and service being 

equal, and if the public interest will not permit the delay of re-advertising for bids, the city council may in its 
discretion accept the one it chooses or accept the lowest bid made by and after negotiation with the tie bidders 

at the time of the bid opening or award of contract.  

(Ord. 324 §1, 2008) 

 4.29.210 - No formal bids.  

When no formal bids or no responsive bids are received the purchasing officer is authorized to negotiate 

for written proposals, and make recommendation to the city manager and the award, if any, shall be made in 

accordance with applicable provisions prescribed herein. A responsive bid is defined as a bid which conforms 

in all material respects to the terms and conditions, the specifications and other requirements of the invitation 

for bid/request for proposal.  

(Ord. 324 §1, 2008) 

 4.29.220 - Protest procedure.  

After the award of any bid, anyone who submitted a bid who wishes to challenge the bid procedure, the 

bids, or the award of the bid shall file a written protest within ten days of the award of the bid with the city 

attorney, stating the reasons for the challenge. The city attorney shall review the protest and provide the 
protestor with a written reply regarding the protest. Following the city attorney's decision, the protestor shall 

have ten days to file an appeal with the city council. The council shall review the protest and provide the 

protestor with a written reply regarding the protest. Failure to file a timely initial written protest or appeal 
waives any such challenge to the bid procedure, the bids or the award of the bid.  

(Ord. 324 §1, 2008) 

 4.29.230 - Open market or informal bid procedure.  



Purchases of supplies and equipment of an estimated value in the amount of twenty thousand dollars or 

less may be made by the purchasing agent in the open market pursuant to the procedure prescribed in section 
4.29.240 through 4.29.250 and without observing the procedure prescribed in section 4.29.110 through 

4.29.210; provided, however, all bidding may be dispensed with for purchases of supplies and equipment 
having a total estimated value of less than two thousand five hundred dollars.  

(Ord. 324 §1, 2008) 

 4.29.240 - Minimum number of informal bids.  

Open market purchases shall, wherever possible, be based on at least three informal bids, and shall be 

awarded to the bidder offering the most advantageous bid to the city after consideration of price, quality, 
durability, servicing, delivery time, standardization, and other factors.  

(Ord. 324 §1, 2008) 

 4.29.250 - Record of informal bids.  

The purchasing agent shall keep a written record of all open market purchases and informal bids for a 

period of two years. This record, while so kept, shall be open to public inspection.  

(Ord. 324 §1, 2008) 

 4.29.260 - Exceptions to competitive bidding requirements.  

Notwithstanding any provision of this chapter to the contrary, the competitive bidding procedures and 

requirements may be dispensed with in any of the following instances:  

A.  When the commodity and/or service can be obtained from only one responsible source; 

 

B.  The city manager may authorize the purchase of materials, supplies, equipment and services where an 
emergency is deemed to exist and it is determined that service involving the public health, safety or 

welfare would be interrupted if the normal procedure were followed. All emergency purchases which 
would otherwise require formal bidding procedures made pursuant to this section shall be submitted to 

the city council for ratification at the next regular council meeting after the purchase is authorized;  

 

C.  Contracts for personal services, for professional and consultant services, and for other, non-public 

projects and contractual services may be executed without observing the bidding procedures provided 

herein;  

 

D.  Any agreement involving acquisition of supplies, equipment or service entered into with another 

governmental entity.  

 

 (Ord. 324 §1, 2008) 

 4.29.270 - Preference to local businesses.  

A. Definitions: 

 



"Local business" shall mean any business which regularly maintains a primary office or place of business 

within the corporate limits of the city.  

"Preference" shall mean the reduction factor applied to the bid and/or estimate of a local business 

pursuant to this section.  

"Reduction factor" shall mean the amount by which any bid or estimate submitted by a local business 

shall be deemed by the city to be reduced as a preference for a local business in the city's award of a city bid, 

contract and/or section of a city contract.  

B. Requirements of Preference in the Award of Town Bids/Contracts. In evaluating any bid and/or 

estimate or in otherwise selecting a contractor for any city contract for which the city selects a business 

on the basis of a comparison of the price of bids or estimates, the city shall provide any local business 
with the preference specified in this section. The city's share of the sales tax which is attributable to 

purchases related to the contract or bid made by the local business within the city or to other activities of 
the local business related to the contract or bid which generate taxable sales within the city. The amount 

of sales tax generated by the purchases or other activities of the local bidder shall be the reduction factor 

for comparison of the submitted bids. Application of the reduction factor in the award of the contract or 
bid shall not actually reduce the amount ultimately paid by the city to the successful bidder and/or 

selected contractor.  

 

C. Exemptions: 

 

1. Bids/contracts to the extent which application of the provisions of this section would be 

prohibited by state or federal law or regulation.  

 

2. Purchases resulting from emergency conditions where any delay in completion or performance 

of the contract would jeopardize public health, safety or welfare of the citizens of the city, or 
where, in the judgment of the city manager or his/her designee, the operational effectiveness or a 

significant city function would be seriously threatened if the purchase was not made expeditiously.  

 

3. Where, for reasons other than price or the amount of a bid or estimator, the city determines that a 

bid is unresponsive and/or, that the person, entity or business seeking the city award is unqualified 
and/or is not responsible.  

 

4. Contracts with any single or sole source supplier for supplies, materials, equipment or other 
personal property.  

 

5. Purchases made pursuant to a cooperative purchasing agreement with another governmental 
agency.  

 

6. Contracts for personal, professional and consultant service upon which sales tax is not paid.  

 

 (Ord. 324 §1, 2008) 

 4.29.280 - Surplus supplies—Trade-ins.  

The purchasing agent shall have authority to exchange for or trade in on new supplies and equipment all 
supplies and equipment which cannot be used by any department or which have become unsuitable.  



(Ord. 324 §1, 2008) 

 4.29.290 - Surplus supplies—Sale.  

The purchasing agent shall have authority, subject to approval of the city manager, to dispose of surplus 

supplies or equipment by auction or by sale or otherwise after receiving bids or proposals which provide the 
maximum return to the city. City employees or officers may participate in the purchase of surplus supplies 

and/or equipment on the same basis as other members of the general public; provided, however, there is no 
direct bid involvement or conflict of any kind.  

(Ord. 324 §1, 2008) 

 4.29.300 - Conveying surplus personal property to charitable, nonprofit organizations.  

Notwithstanding the other provisions of this article, the city council may convey to charitable, nonprofit 

organizations surplus property as it is determined by the city council that the use to which the personal 
property will be put will be for the benefit of the general welfare of the community in matters such as 

recreation, education, aid to the destitute, beautification, or any other activity in which the city government 

may legitimately participate. The city council authorizes the city manager to convey to charitable, nonprofit 
organizations surplus property with a value of five hundred dollars or less which meets the aforementioned 

criteria relative to community benefit.  

The organization accepting such personal property shall sign a statement that accepts such property on 

the condition that it will be used for the purpose designated by the city; that it shall not be used for any other 

purpose without the permission of the city and that if such property is ever diverted to other than a charitable 
use, the city may reclaim such property.  

 




