CITY OF ENCINITAS

INVESTMENT REPORT
September 30, 2012

TO: City Council
VIA: Gus Vina, City Manager )j?fvl@

FROM:  Tim Nash, Finance Director
Jay Lembach, Fi manee Manager and City Treasurer,dﬁl/f L~

SUBJECT: Quarterly Investment Report for the three (3) months ended September
30, 2012

-Under the City’s adopted Investment Policy (Section XV1.) 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.

The pooled investment fund held total cash and investments of about $84 million at
September 30, 2012, compared to about $102 million at the beginning of the period. The
reduction in the balance is due both to seasonal factors (such as very little property tax
revenue being received during the summer months) and several large pre-payments of pension
and retiree health care obligations, which were either required to be paid for the fiscal year or
produced a discount for the City for early payment.

The market value of investments held exceeded their book (carrying) value by about

© $160,000, primarily due to a continuing decline in market interest rates during the period.
The Federal Reserve has made it very clear that they are going to hold short-term interest
rates at close to zero, until such time as the national economy has recovered sufficiently and
unemployment drops to more normal levels. The market value of our investments is not a
significant factor, since we do not (as a practice) sell investments before their maturity date.
Under those circumstances, the City does not ever incur a realized gain or loss.
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The Fund earned $112,935 for the period, which represents an annualized return of 0.49%.
This is very close to the City’s budget assumption of 0.50%. Actual earnings, when
distributed to all funds, will likely be somewhat under budget in terms of dollars, because the
City deducts an administrative charge for banking and treasury services prior to distributing

earnings monthly.

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:

' . ety h, Cit resurer
[Yecember 20, 2012

<
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CITY OF ENCINITAS

City of Encinitas-QTRLY Report ENCINTAS. Eno VILCAN
‘Portfolio Management ' (760)633-2641
Portfolio Summary

September 30, 2012

Par Market Book % of Y™ Days to

Investments Value Value ) Value  Portfolio Term Maturity

Local Agency Investment Funds 15,838,569.97 15,838,569.97 15,838,569.97 19.61 0.350 1 1

Managed Pool Accounts 10,022,566.68 10,022,566.68 ' 10,022,566.68 12.41 0.240 1 1

Money Market Funds 11,210,327.54 11,210,327.54 11,210,327.54 13.88 0.020 1 1

Federal Agency Coupon Securities ’ 20,000,000.00 20,748,236.66 20,700,711.63 25.63 0.454 873 724

Federal Agency Callable Securities 22,000,000.00 22,101,100.00 } 21,998,006.11 27.24 0.946 1,379 1,152

Corporate Medium Term Notes 1,000,000.00 1,001,180.00 990,516.41 1.23 1.536 1,266 1,044
80,071,464.19 . 80,921,980.85 80,760,698.34 100.00% 0.494 615 513

Investments

Cash

PassbooleheckinF 4,041,189.87 4,041,189.87 4,041,189.87 0.000 1 1

(not included in yield calculations)

Total Cash and Investments 84,112,654.06 84,963,170.72 84,801,888.21 0.494 615 513

Total Earnings September 30 Period Ending

Current Year 112,935.62

Average Daily Balance 91,152,950.02

Effective Rate of Return 0.49%

Reporting period 07/01/2012-09/30/2012 Portfolio ENCI
Data Updated: SET_QTR: 12/03/2012 15:52 AC
Run Date: 12/03/2012 - 15:53 No fiscal year history available

PM (PRF_PM1)7.3.0
Report Ver. 7.3.3b




City of Encinitas-QTRLY Report

Portfolio Management

Page 1
Portfolio Details - Investments
September 30, 2012
Average Purchase Stated YT™M 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 15,838,569.97 15,838,569.97 15,838,569.97 0.350  0.350
Subtotal and Average 21,846,043.56 15,838,569.97 15,838,569.97 15,838,569.97 0.350
Managed Pool Accounts
SYS1003 1003 CA Asset Management Program 10,022,566.68 10,022,566.68 10,022,566.68 0.240 0.240 AAA
Subtotal and Average 10,020,642.62 10,022,566.68 10,022,566.68 10,022,566.68 0.240
Money Market Funds
SYS1004 1004 Union Bank Custody Acct. 11,210,327.54 11,210,327.54 11,210,327.54 0.020 0.020
Subtotal and Average 5,448,092.79 11,210,327.54 11,210,327.54 11,210,327.54 0.020
Federal Agency Coupon Securities
31331SPQO 1430 Federal Farm Credit 06/27/2012 2,000,000.00 2,190,120.00 2,185,328.51 4.375 0.450 Aaa 02/17/2015
3133X9DC1 1423 Federal Home Loan Bank 03/30/2012 2,000,000.00 2,178,320.00 2,165,997.76 4.500 0.550 Aaa 11/14/2014
3133XWX95 1427 Federal Home Loan Bank 06/27/2012 2,000,000.00 2,117,320.00 2,110,358.44 2.750 0.480 Aaa 03/13/2015
3133XWE70 1428 Federal Home Loan Bank 06/27/2012 2,000,000.00 2,077,804.44 2,074,032.15 2.500 0.370 Aaa 06/13/2014
313371NW2 1429 Federal Home Loan Bank 086/27/2012 2,000,000.00 2,060,722.22 2,050,143.44 1.375 0.600 Aaa 12/11/2015
3134G3BF6 1422 Federal Home Loan Mortgage 03/30/2012 5,000,000.00 5,022,450.00 5,016,810.90 0.625 0.350 Aaa 12/23/2013
31388A3G5 1426 Federal Nat| Mortgage Assoc. 03/30/2012 5,000,000.00 5,101,500.00 5,098,040.43 1.500 0.480 Aaa 09/08/2014
Subtotal and Average 20,773,051.59 20,000,000.00 20,748,236.66 20,700,711.63 0.454
Federal Agency Callable Securities
3133EAHM3 1425 Federal Farm Credit 03/30/2012 5,000,000.00 5,000,050.00 4,996,746.11 0.350 0.395 Aaa 03/14/2014
3133EAQLS 1431 Federal Farm Credit 06/27/2012 2,000,000.00 2,001,300.00 2,001,260.00 0.540 0.540 Aaa 05/15/2015
3134G3CE8 1417 Federal Home Loan Mortgage 12/21/2011 5,000,000.00 5,009,100.00 5,000,000.00 1.500 1.500 Aaa 12/21/2016
3134G3EN6 1418 Federal Home Loan Mortgage 12/30/2011 5,000,000.00 5,038,900.00 5,000,000.00 1.000 1.000 Aaa 06/30/2015
3136FTQ36 1419 Federal Nat Mortgage Assoc. 02/28/2012 5,000,000.00 5,050,750.00 5,000,000.00 1.050 1.050 Aaa 02/28/2017
Subtotal and Average 21,998,363.24 22,000,000.00 22,101,100.00 21,998,006.11 0.946
Variable Rate Agency Cpn Securities
Subtotal and Average 5,652,870.24
Corporate Medium Term Notes
36962G4N1 1421 General Electric Capital Corp 02/22/2012 1,000,000.00 1,001,180.00 990,516.41 1.188 1.536 Aaa 08/11/2015
Subtotal and Average 990,106.59 1,000,000.00 1,001,180.00 990,516.41 1.536

Data Updated: SET_QTR: 12/03/2012 15:52
Run Date: 12/03/2012 - 15:53

Portfolio ENCI

AC

PM (PRF_PM2) 7.3.0

Report Ver. 7.3.3b




City of Encinitas-QTRLY Report
Portfolio Management

Page 2
Portfolio Details - Investments
September 30, 2012
Average Purchase Stated YTM
cusip ) Investment # Issuer Balance Date Par Value Market Value Book Value  Rate S&P Moody's
Total and Average 91,152,950.03 80,071,464.19 80,921,980.85 80,760,698.34 0.494
Portfolio ENCI
Data Updated: SET_QTR: 12/03/2012 15:52 AC

Run Date: 12/03/2012 - 15:53

PM (PRF_PM2) 7.3.0




City of Encinitas-QTRLY Report

Interest Earnings

Sorted by Security Type - Maturity Date
July 1, 2012 - September 30, 2012
“Yield on Beginning Book Value

CITY OF ENCINITAS

505 S. VULCAN

ENCINITAS, ENCINITAS, CA 9
(760)633-2641

Adjusted Interest Earnings

Run Date: 12/03/2012 - 15:53

: Ending Beginning Ending Maturity CurrentAnnualized Interest Amortization/ Adjusted Interest
CusiP Investment # Fund Issuer Par Value Book Value Book Value Date Rate Yield Earned Accretion Earnings
Security Type: Local Agency Investment Funds
SYS1012 1012 001 LAIF 15,838,569.97 29,312,534.19 15,838,569.97 0.350 0.264 19,506.73 0.00 19,506.73

Subtotal 15,838,569.97 29,312,534.19 15,838,569.97 0.264 19,506.73 0.00 19,506.73
Security Type: Managed Pool Accounts
SYS1003 1003 001 CAMP 10,022,566.68 10,016,712.21 10,022,566.68 0.240 0.231 5,834.44 0.00 5,834.44
Subtotal 10,022,566.68 10,016,712.21 10,022,566.68 0.231 5,834.44 A 0.00 5,834.44
Security Type: Money Market Funds
SYS1004 1004 901 UBCUST 11,210,327.54 1,021,741.57 11,210,327.54 0.020 0.106 274.16 " 0.00 274.16
Subtotal 11,210,327.54 1,021,741.57 11,210,327.54 0.106 27416 0.00 274.16
Security Type: Federal Agency Coupon Securities
3134G3BF6 1422 001 FHLMC 5,000,000.00 5,020,233.93 5,016,810.90 12/23/2013 0.625 0.347 7.812.50 -3,423.03 4,389.47
3133XWE70 1428 001 FHLB 2,000,000.00 2,084,633.28 2,074,032.15 06/13/2014 2.500 0.361 12,500.00 -10,601.13 1,888.87
31388A3G5 1426 001 FNMA .5,000,000.00 5,115,283.22 5,088,040.43 09/08/2014 1.500 '0.472 18,750.00 -12,659.46 6,090.54
3133X8DC1 1423 o0e1 FHLB 2,000,000.00 2,185,578.10 2,165,997.76 11/14/2014 4,500 0.530 22,500.00 -19,580.34 2,919.66
31331SPQO 1430 001 FFCRED 2,000,000.00 2,236,411.20 2,185,328.51 02/17/2015°  4.375 0.424 21,875.00 -18,485.47 2,389.53
3133XWX85 1427 001 FHLB 2,000,000.00 2,137,508.40 2,110,358.44 03/13/2015 2.750 0.462 13,750.00 -11,261.07 2,488.93
313371NW2 1429 001 FHLB 2,000,000.00 2,053,972.06 2,050,143.44 12/11/2015 1.375 0.588 6.875.00 -3,828.62 3.046.38
Subtotal 20,000,000.00 20,833,620.19 20,700,711.63 0.442 104,062.50 -80,839.12 23,223.38
Security Type: Federal Agency Callable Securities
3133EAHM3 1425 001 FFCRED 5,000,000.00 4,996,963.84 4,996,746.11 03/14/2014 0.350 0.392 4,375.00 5598.95 4,934.95
3133EAQLS 1431 001 FFCRED 2,000,000.00 2,001,260.00 2,001,260.00 05/15/2015 0.540 0.535 2,700.00 0.00 2,700.00
3134G3ENE 1418 001 FHLMC 5,000,000.00 5,000,000.00 5,000,000.00 06/30/2015 1.000 0.992 12,500.00 0.00 12,500.00
3134G3CE8 1417 oo FHLMC §,000,000.00 5,000,000.00 5,000,000.00 12/21/2016 1.500 1.488 18,750.00 0.00 18,750.00
3136FTQ36 1419 001 FNMA 5,000,000.00 5,000,000.00 5,000,000.00 02/28/2017 1.050 1.041 13,125.00 0.00 13,125.00
Subtotal 22,000,000.00 21,998,223.94 21,998,006.11 0.938 51,450.00 ) §59.95 52,009.95
: Portfolio ENCI
Data Updated: SET_QTR: 12/03/2012 15:52 AC

IE (PRF_IE)7.2.0
Report Ver. 7.3.3b




City of Encinitas-QTRLY Report
Interest Earings
July 1, 2012 - September 30, 2012

Page 2

Adjusted Interest Earnings

; : Ending Beginning Ending Maturity CurrentAnnualized Interest Amortization/ Adjusted interest -
CcusIP Investment # Fund Issuer Par Value Book Value Book Value Date Rate Yield Earned Accretion Earnings
Security Type: Variable Rate Agency Cpn Securities .
3136FT4U0 1424 001 FNMA 0.00 5,000,781.25 0.00 03/21/2016 0.625 0.618 6,944 44 0.00 6,944 44
313376YU3 1420 001 . FHLB 0.00 5,000,000.00 0.00 02/22/2017 0.600 . -~ 0.436 1,312.50 0.00 1,312.50

Subtotal 0.00 10,000,781.25 0.00 0.580 8,256.94 0.00 8,256.94

Security Type: Corporate Medium Term Notes }
36962G4N1 1421 001 GECC 1,000,000.00 989,687.75 990,516.41 08/11/2015 1.188 1.535 3,001.36 828.66 3,830.02
Subtotal 1 ,000,000.00 989,687.75 990,516.41 1.535 3,001.36 828.66 3,830.02
Total 80,071,464.19 94,173,301.10 80,760,698.34 0.499 192,386.13 -79,450.51 112,935.62
Portfolio ENCI!
Data Updated: SET_QTR: 12/03/2012 15:52 AC

Run Date: 12/03/2012 - 15:53

IE (PRF_IE)7.2.0
Report Ver. 7.3.3b




