CITY OF ENCINITAS

INVESTMENT REPORT
Six Months ended December 31, 2012

TO: City Council
VIA: Gus Vina, City Manager
FROM: Tim Nash, Finance Director /7 ' V

Jay Lembach, Finance Manager and City Treasuremf\

SUBJECT: Treasurer’s Report for the six (3) months ended December 31, 2012

BACKGROUND:

Under the City’s adopted Investment Policy (Section XVL.) the City Treasurer shall report
investment positions and results of the pooled investment fund (the “Fund”) to the City
Council, at least quarterly. These reports shall be presented either as an Agenda Report or as
a memo to the City Council members, at the discretion of the City Manager. The Manager
has directed that the quarterly reports shall be presented in memo format, and the annual
report shall be presented as an Agenda item.

There are three separate reports on investment activity attached: (1) Portfolio Summary, (2)
Portfolio Detail, and (3) Investment Earnings. This memo, together with the attached reports,
will be posted to the City’s WebSite on the Finance page, after distribution to the City
Council. Additional detailed reports on investment activity are available upon request from
the City Finance Department.

ANALYSIS:

The pooled investment fund held total cash and investments of about $88 million at December
31st, compared to about $102 million at July 1%, 2012. The reduction in the balance is due to:
(1) seasonal factors such as cash flows from property tax collections, (2) several large pre-
payments of pension and retiree health care obligations in July 2012, that cover expenses for
the entire fiscal year, and (3) higher than normal payments for ongoing capital projects.

The fair market value (FMV) of investments held continues to exceed carrying value by about
$140,000, due to the continuation of extremely low market interest rates. Low market rates
tend to increase the FMV of direct securities owned; however, this “unrealized gain” cannot
be captured unless those securities are sold prior to maturity. The current practice is to hold
all direct securities until maturity. Unless the department receives solid evidence that interest
rates are poised to rise significantly, this practice is expected to continue.
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The Fund added several certificates of deposit to the overall mix of investments, both to
increase diversification and add additional yield. The CD’s are all under $250,000, and thus,
are covered by FDIC insurance, making for a very safe investment vehicle. Their effective
yield is well above the current portfolio earnings rate of 0.48%, and much higher than the City
benchmark of 0.15% on a one-year Treasury bill. We expect to add to those holdings in the
next six months.

The Fund earned $209,495 for the period, which represents an annualized return of 0.48%.
This is close to the City’s budget assumption of a 0.50% earnings rate. However, actual
earnings distributed to the various funds will likely be somewhat under budget in dollar terms,
for two reasons. A number of funds are maintaining lower average investable balances than
anticipated due to the factors cited above. In addition, the original budget did not factor in the
deduction of City administrative charges (from gross interest earnings) for banking and
treasury services provided. Due to the current low interest rate environment, the fiscal
impact(s) of these factors are not expected to be significant, and thus, do not warrant
processing budget adjustments to interest revenues.

Prospectively, results are expected to remain relatively stable for the balance of the fiscal
- year, but with a modest decline in the overall rate of return.

The City’s investments are extremely safe and well-protected from loss of principal, with
ready access to funds to pay all anticipated obligations without the need to sell any direct
investments. Holdings are also well diversified, which tends to lower the overall risk profile
even further. All investments are well within the guidelines for maximum allocations, which
are described in Section VIII. Authorized & Suitable Investment Instruments, of the City’s
Investment Policy. The Policy was last updated in October 2012, and is available for review
on the Finance page of the City’s WebSite.

This is an informational report. If you have any questions or comments, please feel free to
contact the City Finance Department.

Respectfully submitted:

A embach, Clty Treasurer -
March 13, 2013 |
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City of Encinitas-MTH Report

Portfolio Management
Portfolio Summary
December 31, 2012

CITY OF ENCINITAS

: 505 S. VULCAN
ENCINITAS, ENCINITAS,CA 9

(760)633-2641

Par Market Book % of YTM Days to
Investments Value Value Value  Portfolio Term Maturity
Local Agency Investment Funds 21,858,076.70 21,858,076.70 21,858,076.70 25.16 0.320 1 ) ' 1
Managed Pool Accounts 10,028,232.30 10,028,232.30 10,028,232.30 11.54 0.180 1 1
" Money Market Funds 2,863,059.44 2,863,059.44 2,863,059.44 3.30 0.020 1 1
Certificates of Deposit - Bank 992,000.00 991,077.44 892,000.00 1.14 1.313 1,461 1,393
Federal Agency Coupon Securities 30,000,000.00 31,190,326.39 31,134,268.70 35.84 0.418 870 709
Federal Agency Callable Securities 19,000,000.00 19,086,786.67 19,002,906.39 21.88 0.745 1,226 955
Corporate Medium Term Notes 1,000,000.00 1,002,800.00 991,345.08 1.14 1.434 1,266 952
85,741,368.44 87,020,358.94 86,869,888.61 100.00% 0.446 612 490
Investments
Cash
Pass_book/Chfecki_n]q ) 2,309,391.01 2,309,391.01 2,309,391.01 0.000 1 1
(not included in yield calculations) :
Total Cash and Investments 88,050,759.45 89,329,749.95 89,179,279.62 0.446 612 490

Total Earnings

December 31 Period Ending

Current Year
Average Daily Balance
Effective Rate of Return

209,494.96
86,044,350.59
.0.48%

| certify’the accuracy of the attached report on the City of Encinitas' Pooled Investment Fund. All funds for which the City has oversight responsibility are reflected in this report. All investments are in

} Iij‘nce with the Ci
T e -1

Reporting period 07/01/2012-12/31/2012

Data Updated: SET_MTH: 03/13/2013 09:40
Run Date: 03/13/2013 - 09:40

No fiscal year history available

ty'srdopte ‘Investment Policy., which is avaifable through the City Clerk's office. The City's Investment Program provides sufficient liquidity to meet the next six (6) months

Portfolio ENCI

AC
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City of Encinitas-MTH Report
Portfolio Management

Run Date: 03/13/2013 - 09:40

s Page 1
Portfolio Details - Investments
December 31, 2012
Average Purchase Stated YTM Maturity
cusip Investment # Issuer Balance Date Par Value Market Value Book Value  Rate S&P Moody's Date
Local Agency Investment Funds
SYS1012 1012 CA Local Agency Invstment Fund 21,858,076.70 21,858,076.70 21,858,076.70 " 0320 0.320
Subtotal and Average 17,741,880.27 21,858,076.70 21,858,1076.70 21,858,076.70 0.320
Managed Pool Accounts
SYS1003 1003 CA Asset Management Program 10,028,232.30 10,028,232.30 10,028,232.30 0.180 0.180 AAA
) Subtotal and Average 10,023,515.58 10,028,232.30 10,028,232.30 10,028,232.30 0.180
Money Market Funds .
SYS1004 1004 Union Bank Custody Acct. 2,863,059.44 2,863,059.44 2,863,058.44  0.020 " 0.020
Subtotal and Average i,940,688.70 2,863,059.44 2,863,059.44 2,863,059.44 0.020
Certificates of Deposit - Bank :
38143AP25 1435 Goldman Sachs Bank, USA 10/24/2012 248,000.00 247,632.96 248,000.00  1.050 1.050 10/26/2015
795450PZ2 1437 Sallie Mae Bank/Murray 10/24/2012 248,000.00 247,972.72 248,000.00 ©  1.350 1.350 10/24/2016
36160XY43 1439 GE Capital Bank 10/26/2012 248,000.00 247,414.72 248,000.00  1.350 1.350 10/26/2016
02587DLV8 1438 American Express Centurion 10/25/2012 248,000.00 248,057.04 248,000.00  1.500 1.500 10/25/2017
Subtotal and Average 367,956.52 992,000.00 991,077.44 992,000.00 1.313
Federal Agency Coupon Securities }
3134G3BF6 1422 Federal Home Loan Mortgage 03/30/2012 5,000,000.00 5,020,200.00 5,013,387.87  0.625 0.350 Aaa 12/23/2013
3133XWE70 1428 Federal Home Loan Bank 06/27/2012 2,000,000.00 2,065,180.00 2,061,486.57 2.500 0.370 Aaa 06/13/2014
3133XUPG2 1445 Federal Home Loan Bank 12/27/2012 2,000,000.00 2,106,146.11 2,105,705.51 2.875 0.255 AA+ Aaa 08/25/2014
31398A3G5 1426 Federal Nat'| Mortgage Assoc. 03/30/2012 5,000,000.00 5,090,600.00 5,085,380.98 1.500 0.480 Aaa 09/08/2014
3135GODWO 1441 Federal Nat| Mortgage Assoc. 12/27/2012 2,000,000.00 2,014,439.17 2,014,920.62  0.625 0.270  AA+ Aaa 10/30/2014
3133X9DC1 1423 Federal Home Loan Bank 03/30/2012 2,000,000.00 2,157,240.00 2,146,417.42 4500 .  0.550 Aaa 11/14/2014
31331SPQO 1430 Federal Farm Credit 06/27/2012 2,000,000.00 2,171,680.00 2,165,843.03  4.375 0.450 Aaa 02/17/2015
3133XWX95 1427 Federal Home Loan Bank 06/27/2012 2,000,000.00 2,105,880.00 2,099,097.38  2.750 0.480 Aaa 03/13/2015
3135GOLN1 1444 Federal Nat'l Mortgage Assoc. 12/27/2012 2,000,000.00 2,011,821.11 2,011,332.38  0.500 0.370  AA+ Aaa 07/02/2015
313370JB5 1442 Federal Home Loan Bank 12/27/2012 2,000,000.00 2,083,645.56 2,081,750.94  1.750 0415  AAx Aaa 09/11/2015
313371NW2 1429 Federal Home Loan Bank 06/27/2012 2,000,000.00 2,058,500.00 2,045,09260  1.375 0.600 Aaa 12/11/2015
3134A42T4 1440 Federal Home Loan Mortgage 12/27/2012 2,000,000.00 2,304,994.44 2,303,85340 4.750 0420  AA+ Aaa 01/19/2016
Subtotal and Average 21,001,784.68 30,000,000.00 31,190,326.39 31,134,268.70 0.418
Federal Agency Callable Securities
3133EAHM3 1425 Federal Farm Credit 03/30/2012 5,000,000.00 5,000,100.00 4,997,306.05  0.350 0.395 Aaa 03/14/2014
. Portfolio ENCI
Data Updated: SET_MTH: 03/13/2013 09:40 AC
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City of Encinitas-MTH Report
Portfolio Management

.Page 2
Portfolio Details - Investments
December 31, 2012
) Average Purchase Stated YTM Maturity
CUSIP Investment # Issuer Balance Date Par Value Market Value Book Value  Rate S&P Moody's Date
Federal Agency Callable Securities )
3133EAQLS 1431 Federal Farm Credit 06/27/2012 2,000,000.00 2,000,080.00 2,000,000.00 0.540 0.540 Aaa 05/15/2015
3134G3EN6 1418 Federal Home Loan Mortgage 12/30/2011 5,000,000.00 5,035,250.00 5,000,000.00 1.000 1.000 Aaa 06/30/2015
3135GORS4 1443 Federal Nat'l Mortgage Assoc. 12/27/2012 2,000,000.00 2,003,456.67 2,005,600.34 0.500 0.426 AA+ Aaa 11/06/2015
3136FTQ36 1419 Federal Nat'| Mortgage Assoc. 02/28/2012 5,000,000.00 5,047,900.00 §,000,000.00 1.050 1.050 Aaa 02/28/2017
Subtotal and Average 21,753,592.45 19,000,000.00 19,086,786.67 19,002,906.39 0.745
Variable Rate Agency Cpn Securities
Subtotal and Average 2,826,435.12
Corporate Medium Term Notes
36962G4N1 1421 General Electric Capital Corp '02/22/2012 1,000,000.00 1,002,800.00 991,345.08 1.060 1.434 Aaa 08/11/2015
Subtotai and Average 990,522.42 1,000,000.00 1,002,800.00 991,345.08 1.434
Total and Average 86,044,350.59 85,741,368.44 87,020,358.94 86,869,888.61 0.446

Data Updated: SET_MTH: 03/13/2013 09:40
Run Date: 03/13/2013 - 09:40

Portfolio ENCI
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City of Encinitas-MTH Report
Interest Earnings
Sorted by Security Type - Maturity Date
July 1, 2012 - December 31, 2012
Period Yield on Average Book Value

CITY OF ENCINITAS

ENCINITAS, E

505 S. VULCAN

NCINITAS, CA 9

(760)633-2641

Adjusted Interest Earnings

) Ending Beginning . Average Maturity Current Yield This Interest Amortization/ Adjusted interest
CUsIP Investment # Fund Issuer Par Value Book Value Book Value Date Rate Period Earned Accretion Earnings
Security Type: Local Agency Investment Funds
SYS1012 1012 001 LAIF 21,858,076.70 29,312,534.19 17,741,880.27 0.320 0.172 30,571.66 0.00 30,571.66
Subtotal 21,858,076.70 29,312,534.19 17,741,880.27 0.172 30,571.66 0.00 30,571.66
Security Type: Managed Pool Accounts
SYS1003 1003 001 CAMP 10,028,232.30 10,016,712.21 10,023,515.58 0.180 0.111 11,122.39 0.00 11,122.39
Subtotal 10,028,232.30 10,016,712.21 10,023,515.58 0.111 11,122.39 0.00 11,122.39
Security Type: Money Market Funds
SYS1004 1004 001 UBCUST 2,863,059.44 1,021,741.57 7.,940,688.70 0.020_ 0.010 788.84 0.00 788.84
Subtotal 2,863,059.44 1,021,741.57 7,940,688.70 0.010 788.84 0.00 788.84
Security Type: Certificates of Deposit - Bank
38143AP25 1435 001 GLDSCH 248,000.00 0.00 93,000.00 10/26/2015 1.050 0.529 492.26 0.00 492.26
795450PZ2 1437 001 SMAEBN 248,000.00 0.00 93,000.00 10/24/2016 1.350 0.681 632.91 0.00 632.91
36160XY43 1439 001 GECBNK 248,000.00 0.00 90,304.35 10/26/2016 1.350 0.681 614.56 0.00 614.56
02587DLV8 1438 001 AMEXCN 248,000.00 0.00 91,652.17 10/25/2017 1.500 0.754 691.15 0.00 - 691.15
Subtotal 992,000.00 0.00 367,956.52 0.661 2,430.88 0.00 2,430.88
Security Type: Federal Agency Coupon Securities
3134G3BF6 1422 " 001 FHLMC - 5,000,000.00 5,020,233.93 5,016,786.09 12/23/2013 0.625 0.175 15,625.00 -6,846.06 8,778.94
3133XWE70 1428 001 FHLB 2,000,000.00 2,084,633.28 2,073,754.54 06/13/2014 2.500 0.183 25,000.00 -21,202.27 3,797.73
3133XUPG2 1445 001 FHLB 2,000,000.00. 0.00 57,224.99 08/25/2014 2.875 0.102 638.89 -580.60 5§8.29
31398A3G5 14286 001 FNMA 5,000,000.00 5,115,283.22 5,099,667.45 09/08/2014 1.500 0.239 " 37,500.00 -25,318.91 12,181.09
3135GODWO 1441_ 001 FNMA 2,000,000.00 0.00 54,754.02 10/30/2014 0.625 0.110 138.89 -78.55 60.34
3133X9DC1 1423 001 FHLB 2,000,000.00 2,185,578.10 2,165,855.88 11/14/2014 4.500 0.270 45,000.00 -39,160.68 5,839.32
31331SPQ0 1430 001 FFCRED 2,000,000.00 2,236,411.20 2,193,258.34 02/17/2015 4.375 0.218 43,750.00 -38,970.95 4,779.05
3133XWX85 1427 001 FHLB 2,000,000.00 2,137,508.40 2,116,666.94 03/13/2015 2,750 0.235 27,500.00 -22,522.13 4,977.87
3135GOLN1 : 1444 001 FNMA 2,000,000.00 0.00 54,656.01 07/02/2015 0.500 0.151 111.11 -28.73 82:38
313370JBS 1442 001 FHLB 2,000,000.00 0.00 66,571.72 09/11/2015 1.750 0.167 388.88 -294.62 94.26
Portfolio ENCI
Data Updated: SET_MTH: 03/13/2013 09:40 AC
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No fiscal year history available
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City of Encinitas-MTH Report
Interest Earnings
July 1, 2012 - December 31, 2012

Page 2

Adjusted Interest Earnings

. Ending Beginning Average Maturity Current Yield This Interest Amortization/ Adjusted Interest
CusIpP Investment # Fund Issuer Par Value Book Value Book Value Date Rate Period ‘Earned Accretion Earnings
Security Type: Federal Agency Coupon Securities R
31337 1NW2 1429 001 FHLB 2,000,000.00 2,053,972.06 2,049,976.21 12/11/2015 1.375 0.297 13,750.00 ~7,657.24 6,092.76
3134A4ZT4 1440 001 FHLMC 2,000,000.00 0.00 62,612.50 01/19/2016 4.750 0.181 1,055.56 -955.04 - 100.52

Subtotal 30,000,000.00 20,833,620.1 9 21,001,784.68 0.223 210,458.33 -163,615.78 46,842.55
Security Type: Federal Agency Callable Securities )
3133EAHM3 1425 001 FFCRED 5,000,000.00 4,996,963.94 4,997,067.20 03/14/2014 0.350 0.198 8,750.00 1,119.89 9,869.89
3133EAQLS 1431 001 FFCRED 2,000,000.00 2,001,260.00 2,000,938.15 05/15/2015 0.540 0.270 5,400.00 0.00 5,400.00
3134G3EN6 1418 001 FHLMC 5,000,000.00 5,000,000.00 5,000,000.00 06/30/2015 1.000 0.500 25,000.00 0.00 25,000.00
3135G0RS4 1443 001 FNMA 2,000,000.00 0.00 54,500.14 11/06/2015 0.500 0.174 11111 -16.33 94.78
3134G3CES8 1417 001 FHLMC: 0.00 5,000,000.00‘ 4,701,086.96 12/21/2016 1.500 0.753 35416.67 0.00 35,416.67
3136FTQ36 1419 001 FNMA '5,000,000.00 5,000,000.00 5,000,000.00 02/28/2017 1.050 0.525 26,250.00 0.00 26,250.00
Subtotal 19,000,000.00 21,998,223.94 21,753,592.45 0.469 100,927.78 1,103.56 102,031.34
Security Type: Variable Rate Agency Cpn Securities
3136FT4U0 1424 001 FNMA 0.00 §,000,781.25 2,228,609.04 03/21/2016 0625 0312 6,944 .44 0.00 6,944.44
313376YU3 1420 001 FHLB 0.00 5,000,000.00 597,826.09 02/22/2017 0.749 0.220 1,312.50 0.00 1,312.50
Subtotal 0.00 10,900,781.25 2,826,435.12 0.292 8,256.94 0.00 8,256.94
Security Type: Corporate Medium Term Notes
36962G4N1 1421 001 GECC 1,000,000.00 989,687.75 990,522.42 08/11/2015 1.060 0.752 5,793.03 1,657.33 7,450.36
Subtotal 1,000,000.00 989,687.75 990,522.42 0.752 §,793.03 1,657.33 7,450.36
Total 85,741,368.44 94,173,301.10 82,646,375.74 0.253 370,349.85 -160,854.89 209,494.96
. Portfolio ENCI
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