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/ Agenda Item No.: 4

Date; December 12, 2012

TO: Honorable Mayor and Members of the City Council
FROM: Kenneth C. Hugins, City Treasurer
SUBJECT: Treasurer's investment Report for the Quarter Ended September 30, 2012

RECOMMENDATION:

It is requested that Council receive and file the Quarterly Investment Report

PREVIOUS ACTION:

The Investment Report for the quarter ended June 30, 2012, was filed with the City Clerk’s Office on
August 13, 2012 and presented to the City Council on August 22, 2012.

BACKGROUND:

From July 1, 2012, to September 30, 2012, the City's investment portfolio decreased from $143.5
million to $111.8 million. The adjusted average yield increased from 1.43% to 1.46%. An excess of
cash payment outflows over cash receipt inflows for the quarter resulted in a decrease of $31.7
million in the book value of the investment portfolio. Major components of the net $31.7 million

decrease are:

IN MILLIONS

Sales Tax Allocations

Construction Project Reimbursements

County Redevelopment Trust Allocations
County Property Tax Allocation

Franchise Fee Receipts

Debt Service Payments

Tax Increment Residual Balance Payment
County Water Authority Payments

CALPERS Contributions

Employee Health and Welfare benefits payments
California Center for the Arts Management Fee
Loan funding to UHC
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Net Decrease to Investment Portfolio $ 31.7
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Details of the City’s investment portfolio are included in the attached reports that are listed below:

Summary of Investment Allocation Graph as of September 30, 2012

Summary of General Obligation Bond Proceeds Balance as of September 30, 2012
Summary of Investment Portfolio Yield for the last 12 months

Summary and Detailed Reports of Investment Portfolio — July 2012 through September 2012
Schedule of Investments Matured and Sold — July 2012 through September 2012
Schedule of Funds Managed by Outside Parties as of September 30, 2012

The General Obligation bond proceeds are invested in a separate LAIF account as authorized by
Council on August 9, 2006. This is a permitted investment pursuant to the bond’s Official Statement
and also meets the City’s investment objectives of safety, liquidity, and risk.

There are adequate funds to meet the next six month’s expected expenditures. The Bank of New
York Mellon Trust's monthly statement is the source for the market valuation. In July 2012, an
unanticipated $10.2 million payment to the county for the return of residual CDC tax increment was
the primary reason for a decrease in the balance of the current portfolio investments. At August 31,
2012, short term portfolio investments were $7.7 million less than the City Investment Policy
requirement of 50 percent of the FY 12-13 general fund operating budget. The current portfolio
investments were subsequently increased in September 2012 through excess monthly cash flows
and sales of certain long term portfolio investments. At September 30, the current portfolio
investments balance exceeded the City’s $38 million investment policy requirement by $6.5 million.
As of September 30, 2012, the City is in compliance with all requirements of the City Investment
Policy.

Investment fransactions are executed in compliance with the City of Escondido’s Investment Policy.
Investment purchases have been made in accordance with the City’s prioritized Investment Policy
objectives of safety of principal, sufficiency of liquidity and maximization of yield. The City’s
investment portfolio has therefore historically been comprised of United States Treasury Notes,
obligations issued by United States Government Agencies, Money Market funds and investments in
the Local Agency Investment fund (LAIF) established by the State Treasurer. Over the past four
years, a greater than 50% decline in the City’s investment portfolio yield has been realized,
decreasing from 3.7% at December, 2008 to 1.4% at September 2012. This decline is representative
of the continuous decline in investment interest rates and the portfolio’s maturing, higher yielding
investments being replaced with newer, lower yielding investments.

The investment committee will continue to monitor the City’s portfolio trends and will investigate the
feasibility of other allowable investment options that are consistent with the City's investment strategy
and objectives. Additional information on these options and recommendations will continue to be
communicated to council by the investment committee.

Respectfully submitted,

1
Kenneth C. Hugips

City Treasurer



City of Escondido
Summary of Investment Allocation
as of September 30, 2012

Book Value Market Value Percent of Portfolio
at Market

Investment Type

Federal Farm Credit Bank Notes $ 6,191,684.01 $ 6,373,030.00 5.58%
Federal Home Loan Bank Notes 31,285,668.38 31,995,861.40 28.03%
Federal Home Loan Mortgage Corp. Notes (FreddieMac) 24,706,247.10 25,607,120.00 22.43%
Federal National Mortgage Assoc. Notes (FannieMae) 25,210,226.21 25,739,033.00 22.55%
US Treasury Notes 1,303,708.17 1,348,360.00 1.18%
Local Agency Investment Fund (LAIF) 14,111,648.54 14,111,648.54 12.36%
Negotiable Certificates of Deposit 1,205,000.00 1,204,873.79 1.06%
Money Market 7,782,256.53 7,782,256.53 6.82%

Total Investment Portfolio - September 2012 $111,796,438.94 $114,162,183.26 100%

2004 Election General Obligation
Bond Proceeds held separately in LAIF 50,287.39 50,287.39

Reported Total Investments- September 2012 $111,846,726.33 $114,212,470.65

Summary of Investment Allocation as of September 30, 2012
(Excluding General Obligation Bond Proceeds)

Money Market

Negotiable Certificates 6.82%

of Deposit

1.06% Federal Farm Credit
Local Agen Bank Notes
Investment Fund (LA 5.58%
12.36%

US Treasury Notes Federal Home Loan

1.18% Bank Notes
28.03%
Federal Home Loan
Federal National : Mortgage Corp. Notes
Mortgage Assoc. Notes (FreddieMac)
(FannieMae) 22.43%

22.55%



City of Escondido
General Obligation Bonds, Election of 2004, Series A

Public Safety Facilities Project
Calculation of Bond Proceeds Balance
As of September 30, 2012

)

"

other LAIF LAIF Project Cost
Interest Interest Interest Reimbursement
Description Earnings Earnings Withdrawals to the City Balance
Par Value $84,350,000.00
Add:
Original Issue Bond Premium 914,861.55
Less:
Underwriter's Discount (292,829.00)
Cost of Issuance Expense (220,000.00)
Credit Enhancement (275,000.00)
Net Bond Proceeds 84,477,032.55
Monthly Activities:
August to September 2006 $ 4833 § - - $ (3.190,032.55) 81,287,000.00
September 2006 - Interest withdrawn (48.33) - -
October to December 2006 445,726.90 (3,300,000.00) 78,432,726.90
January to March 2007 1,033,671.72 (1,880,000.00) 77,586,398.62
April to June 2007 996,045.58 (200,000.00) 78,382,444.20
July to September 2007 1,022,452.03 (1,670,000.00) 77,734,896.23
October to December 2007 1,033,456.91 (1,980,000.00) 76,788,353.14
January to March 2008 970,394.61 (6,250,000.00) 71,508,747.75
April to June 2008 774,021.46 (8,300,000.00) 63,982,769.21
June 2008 - Interest Drawdown (1,513,000.00) ) 62,469,769.21
July - September 2008 530,295.74 (14,000,000.00) 49,000,064.95
October to December 2008 386,163.16 (10,700,000.00) 38,686,228.11
January to March 2009 284,700.95 (7,500,000.00) 31,470,929.06
April to June 2009 169,983.58 (10,533,000.00) 21,107,912.64
July to September 2009 101,934.35 (7,300,000.00) 13,909,846.99
October to December 2009 42,769.87 (6,600,000.00) 7,352,616.86
January to March 2010 17,670.57 (1,074,000.00) 6,296,287.43
Feb 2010 - Interest Drawdown (626,000.00) 5,670,287.43
April to June 2010 9,059.54 5,679,346.97
April 2010 - Interest Drawdown (1,300,000.00) 4,379,346.97
June 2010 - Interest Drawdown (1,825,000.00) 2,554,346.97
July to September 2010 6,114.18 2,560,461.15
August 2010 - Interest Drawdown (1,300,000.00) 1,260,461.15
October 2010 2,484.95 1,262,946.10
November 2010 - Interest Drawdown (850,000.00) 412,946.10
October to December 2010 951.61 413,897.71
January to March 2011 517.72 414,415.43
April to June 2011 491.83 414,907.26
July to September 2011 397.80 415,305.06
Qctober to December 2011 398.52 415,703.58
January to March 2012 390.76 416,094.34
June 2012- Transfer to Debt Service FD 320 (366,094.34) 50,000.00
April to June 2012 Interest 287.39 50,287.39
Ending Balance, 9/30/2012 $ - $7,830,381.73  $(7,780,094.34) $(84,477,032.55) $ 50,287.39

(*) LAIF interest is paid quarterly in the month following quarter end.



CITY OF ESCONDIDO
SUMMARY OF INVESTMENT PORTFOLIO YIELDS

FOR THE LAST 12 MONTHS

As of September 30, 2012

Date Book Value Yield
Sep-12 $ 111,846,726.33 1.4620%
Aug-12 $ 112,046,477.07 1.5500%
Jul-12 $ 134,726,370.24 1.4790%
Jun-12 $ 143,566,076.73 1.4307%
May-12 $ 140,387,155.23 1.4718%
Apr-12 $ 132,615,056.91 1.5009%
Mar-12 $ 128,917,166.82 1.5666%
Feb-12 $ 131,994,350.32 1.6294%
Jan-12 $ 137,622,704.02 1.5780%
Dec-11 $ 125,907,865.80 1.6850%
Nov-11 $ 117,689,596.45 1.8520%
Oct-11 $ 115,251,419.20 1.9420%

Average Annual Investment Portfolio Yield 1.5956%
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