
RESOLUTION NO: 2011-74 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SANTA MARIA, 
CALIFORNIA, ADOPTING AN INVESTEMENT POLICY STATEMENT FOR THE 

HARTFORD 457 DEFERRED COMPENSATION AND 401(a) PLANS 

WHEREAS, the City sponsors The Hartford 457 Deferred Compensation and 
401 (a) Plans (Plans); and 

WHEREAS, the Plans are intended to provide eligible employees with long-term 
accumulation of retirement savings on a tax-advantaged basis through a combination of 
employee pre-tax contributions and/or employer contributions to individual participant 
accounts and the earnings thereon and participants and beneficiaries alone bear the 
risk of investment results from the options and asset mixes that they select; and 

WHEREAS, the Investment Policy Statement (Statement) is intended to assist 
the City as the Plans' fiduciary by ensuring that investment-related decisions are made 
in a prudent manner for the exclusive benefit of the Plans' participants and 
beneficiaries. 

NOW, THEREFORE, IT IS HEREBY RESOLVED by the City Council of the City 
of Santa Maria, California, as follows: 

That the City Council adopt an Investment Policy Statement (Exhibit A) for 
The Hartford 457 Deferred Compensation and 401 (a) Plans. 

PASSED AND ADOPTED at a regular meeting of the City Council of the City of 
Santa Maria held this 5th day of July, 2011. 

ATTEST: 

Chief Deputy City Clerk 
Pat Perez 

MAYOR 
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bibi City of Santa Maria 
r-111r INVESTMENT POLICY STATEMENT FOR THE HARTFORD 457 

• DEFERRED COMPENSATION AND 401(a) PLANS 

Part I. Introduction 

The Hartford 457 Deferred Compensation and 401 (a) Plans 

The City of Santa Maria (City) sponsors The Hartford 457 Deferred Compensation and 
401 (a) Plans ("Plans") for the benefit of its employees The Plans are intended to 
provide eligible employees with the long-term accumulation of retirement savings on a 
tax-advantaged basis through a combination of employee pre-tax contributions and/or 
employer contributions to individual participant accounts and the earning thereon. 

The Plans' participants and beneficiaries are expected to have different investment 
objectives, time horizons, and risk tolerances. To meet these varying investment 
needs, participants and beneficiaries will be able to direct their account balances among 
a range of investment options to construct diversified portfolios that reasonably span the 
risk/return spectrum. Participants and beneficiaries alone bear the risk of investment 
results from the options and asset mixes that they select. 

Part II. The Purpose of the Investment Policy Statement 

This Investment Policy Statement (Statement) is intended to assist the Plans' fiduciaries 
by ensuring that they make investment-related decisions in a prudent manner for the 
exclusive benefit of the Plans' participants and beneficiaries. The Statement outlines 
the underlying framework and process for selecting, monitoring, and evaluating the 
investment options and investment managers utilized by the Plans. 

Specifically, the Statement: 

• Defines the Plans' investment objectives; 
• Defines the roles of those responsible for the Plans' investments; 
• Describes the criteria and procedures for selecting investment options and 

investment managers; 
• Establishes investment procedures, measurements standards, and monitoring 

procedures; 
• Describes ways to address investment options and investment managers that fail to 

satisfy established objectives; and 
• Provides appropriate diversification within investment vehicles. 

This Statement will be reviewed at least annually, and, if appropriate, may be amended 
to reflect changes in the capital markets, regulations affecting the Plans' design, 
participant objectives, and other relevant factors. 
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Part III. Investment Objectives 

The Plans' investment options will be selected to: 

• Maximize return within reasonable and prudent levels of risk; 
• Provide returns comparable to returns for similar investment options; 
• Provide exposure to a wide range of investment opportunities in various asset 

classes; 
• Control administrative and management costs - including fees and expenses; and 
• Conform investment options to all of the Plans' applicable and investment 

requirements. 

Part IV. Roles and Responsibilities 

Those responsible for the management and administration of the Plans' investments 
include, but are not limited to: 

• The City is responsible for selecting the trustee(s); hiring the recordkeeper and/or 
investment advisory consultants; and appointing the members of the Investment 
Committee; 

• The Investment Committee is responsible for: 
o Establishing and maintaining the Statement; 
o Selecting investment options; 
o Periodically evaluating the Plans' investment performance and associated fees 

and recommending investment option changes; and 
o Providing to the Plans' participant investment education and communication. 

• The Plans' trustee(s) is responsible for holding and investing the Plans' assets in 
accordance with the terms of the Trust Agreement; 

• The investment managers are responsible for making reasonable investment 
decisions consistent with the stated objective of the Plans, and reporting investment 
results on a regular basis as determined by the Plans' fiduciaries; and 

• The record keeper, The Hartford, is responsible for maintaining and updating 
individual account balances as well as information regarding the Plans' 
contributions, withdrawals, and distributions. 

Part V. Selection of Investments and Managers 

The selection of investment options offered under the Plans are among the City's most 
important responsibilities. Below are the considerations and guidelines employed in 
fulfilling this fiduciary responsibility. 

Investment Selection 
The Plans intend to provide an appropriate range of investment options that will span 
the risk/return spectrum. 
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Further, investment options will allow the Plans' participants to construct portfolios 
consistent with their unique circumstances, goals, time horizons, and tolerance for risk. 
Major asset classes to be offered will include: 

• Large Cap Domestic Equity (Large Cap) 
• Small Cap Domestic Equity (Small Cap) 
• Large Cap International Equity (Foreign Equity) 
• Intermediate - Term Domestic Fixed Income (Domestic Bonds) 
• Cash Equivalent 

After determining the asset classes to be used, the City must evaluate and choose 
investment managers to manage the specific investment options. Each investment 
manager must meet certain minimum criteria: 

1. It should be a bank, insurance company or investment management company or an 
investment advisor under the Registered Investment Advisors Act of 1940. 

2. It should be operating in good standing with regulators and clients with no material 
pending or concluded legal actions. 

Assuming the minimum criteria are met, the particular investment under consideration 
should meet the following standards for selection: 

1. Performance should be equal to or greater than the median return for an 
appropriate, style-specific benchmark and peer group over a specified time period. 

2. Specific risk and risk-adjusted return measures should be established and agreed to 
by the City and be within a reasonable range relative to an appropriate, style-specific 
benchmark and peer group. 

3. It should demonstrate adherence to the stated investment objective. 
4. Fees should be competitive compared to similar investments. 
5. All performance, holdings, and other relevant information will be made available in a 

timely fashion, with specified frequency. 

Part VI. Investment Monitoring and Reporting 

The ongoing monitoring of investments must be a regular and disciplined process. It is 
the mechanism for revisiting the investment option selection process and confirming 
that the criteria originally satisfied remain so and that an investment option continues 
to be a valid offering. While frequent change is neither expected nor desirable, the 
process of monitoring investment performance relative to specified guidelines is an 
ongoing process. 

Monitoring will occur on a quarterly basis and utilize the same criteria that were the 
basis of the investment selection decision (see above). It will include an annual formal 
review. Further, unusual, notable or extraordinary events should be immediately 
communicated by the investment manager to the City. Examples of such events 
include portfolio manager or team departure, violation of investment guidelines, material 
litigation against the firm, material changes in firm ownership structure, or any other 
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circumstances regarding an investment manager or option that the City determines is in 
conflict with this Statement. 

If overall satisfaction with the investment option exists, no further action is required. If 
areas of dissatisfaction exist, the City must take steps to remedy the deficiency 
including the elimination of the investment option from the Plans' menu and/or a 
fiduciary directed transfer of assets from the investment option to the Plans' default or 
another investment option. 

Part VII. Manager Termination 

An investment manager should be terminated when the City has lost confidence in the 
manager's ability to: 

• Achieve performance and risk objectives; 
• Comply with investment guidelines; 
• Comply with reporting requirements, or 
• Maintain a stable organization and retain key relevant investment professionals. 

There are no hard and fast rules for manager termination. However, if the investment 
manager has consistently failed to adhere to one or more of the above conditions, it is 
reasonable to presume a lack of adherence going forward. Failure to remedy the 
circumstances of unsatisfactory performance by the investment manager, within a 
reasonable time, shall be grounds for termination. 

Any recommendation to terminate an investment manager will be treated on an 
individual basis, and will not be made solely based on quantitative data. In addition to 
those above, other factors may include professional or client turnover or material 
change to investment processes. Considerable judgment must be exercised in the 
termination decision process. 

A manager shall be terminated using one of the following approaches: 

• Remove and replace (map assets) with an alternative manager; 
• Freeze the assets managed by the terminated manager and direct new assets to a 

replacement manager; 
• Phase out the manager over a specific time period; 
• Continue the manager but add a competing manager; 
• Remove the manager and do not provide replacement manager; or 
• Navigate the manager to a brokerage window (if available). 

Replacement of a terminated manager would follow the criteria outlined In Part V. 
Selection of Investments and Managers. 
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Part VIII. Participant Education and Communication 

The Plans will communicate to employees that the employee controls their own 
investments, permit investment changes at least quarterly, and provide effective 
educational materials allowing employees to make informed decisions. The City does 
not provide investment advice to any participant or assist any participant in deciding 
how to allocate contributions to the participants' Plans accounts. The City shall not be 
responsible for any financial loss that may be incurred by any participant as a result of 
the participant's investment direction. 

Part IX. Coordination with the Plans Documents 

Not withstanding the foregoing, if any term or condition of this Statement conflicts with 
any term or condition of the Plans, the terms and conditions of the Plans shall control. 

Part X. Further Guidelines (Optional) 

Self-Directed Brokerage 

In an effort to provide the total investment flexibility, a self-directed brokerage is offered 
in the Plans. The Plans' self-directed brokerage option allows participants to invest in 
any publicly-traded security including stocks, bonds, and mutual funds, with the 
following exceptions: short sales, options, futures, limited partnerships, currency 
trading, and trading on margin. In developing and maintaining the Plans' self-directed 
brokerage option, the City will evaluate the self-directed brokerage option provider for 
reasonable cost, competitive service capability, and participant satisfaction. There will 
be an annual review to confirm competitiveness. 
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