AGENDA SECTION — CONSENT
AGENDA ITEM #3
REPORT # 11- 81

STAFF REPORT
COUNCIL MEETING DATE:
August 8, 2011

ITEM FOR COUNCIL CONSIDERATION:

REVIEW OF QUARTERLY INVESTMENT RESULTS AND CERTIFICATIONS
CONCERNING COMPLIANCE WITH INVESTMENT POLICY AND CASH FLOW
NEEDS FOR THE NEXT SIX MONTHS

Report prepared by: John Thornberry, City Treasurer

Department: Administrative Servu

Reviewed by: ’(\ ) ‘
City Manager /\

Signature

STAFF RECOMMENDATION:

ACTION ITEM ; NON-ACTION ITEM _X

STAFF RECOMMENDATION: Receive and file the report

MOTION: None Required

I. BACKGROUND: |

California Government Code Section 53600 states that “all governing bodies of local agencies
or persons authorized to make investment decisions on behalf of those local agencies are
trustees and therefore fiduciaries subject to the “prudent investor standard”

The prudent investor standard states that “a trustee shall act with the care, skill, prudence and
diligence that a prudent person acting in a like capacity 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. When investing public funds, the primary objective of a trustee shall be to
safeguard the principal of the funds under its control. The secondary objective shall be to meet
the liquidity needs of the depositor. The third objective shall be to achieve a return on the funds
under its control.”



California Government Code Section 53646 mandates that cities annually adopt a written
investment policy and that quarterly reports be prepared concerning the City’s financial
holdings, a statement of compliance with the policy and a statement concerning the City’s ability
to meet its cash flow needs in the ensuing six months.

This report is no longer mandatory but is provided each quarter because it is informative for the
Council and the public, and because the cost of preparation is minimal. However, because the
City chooses to prepare the report, copies of the second and fourth calendar quarter reports
must be submitted to the California Debt and Investment Advisory Commission within 60 days
after the close of the second and fourth calendar quarters.

| I POLICY: |

All portfolio investment transactions for the quarter ended March 31, 2011, have been made in
full compliance with the Statement of Investment Policy adopted September 27, 2010 per
Resolution No. 5279.

As a part of the City’s 2004 work program, the Council directed staff to investigate alternative
investment practices that could yield better returns while maintaining security. The first step in
this process was the change in the investment policy. On September 27, 2004 the City Council,
by adoption of Resolution 4898, modified the City’s investment policy, expanding the list of
‘Authorized Investments’. Now, in addition to investment in the Local Agency Investment Fund
and other FDIC insured accounts, the City can invest in ‘Other investments authorized and
governed by California Government Code 53601.

On November 22, 2004 the City Council adopted Resolution 4910 authorizing investments in
the Treasury Direct program whereby Treasury Securities would be purchased directly from the
United States Treasury.

[ 1ll. FINANCIAL CONSIDERATIONS: |

Cash Statement: At June 30, 2011 the City held cash investments as shown in the table below.

Table |
Bank Balance at  Quarterly Avg.
06/30/11 Earnings  Annualized
Return

Treasury Direct $9,485,762.60 $59,519.94 2.50%
LAIF 20,425.32 25.52 0.48%
MB&T Checking 206,267.19 18.14 0.05%
MB&T Money Market 2,375,346.48 2,921.41 0.55%
Total $12,087,801.59 $62,485.01 2.11%
Investments:

Changes in the market value of Treasury securities are inversely proportional to changes in
interest rates demanded in the open market, i.e. when rates rise market values fall, when rates
fall market values rise. The sensitivity of a portfolio’s market value to these changes in market
rates is a function of its days to maturity and its coupon rate. Securities with longer maturities



and/or lower coupon rates are more sensitive to changes in market interest rates. As a security
matures, changes in its value become less sensitive to market rate changes.

At June 30 the portfolio’s average days to maturity was 750 days or 2.06 years, the average
coupon rate was 2.38%, the average yield to maturity was 2.50% and the par value was
$9,508,700. The portfolio had a net positive cash flow of $152,854.44 during the quarter.

Staff estimates the market value of the portfolio at $9,971,286. This represents a net unrealized
gain of $485,523 or 5.12% of the net investment of $9,485,763. In other words, if the City were
to sell all of its holdings, the proceeds from the sale would be approximately this much more
than what was paid for them. The City does not intend to sell nor does it have any foreseeable
need to sell any securities. The intention of the City’s investment policy is to hold all securities to
maturity; and securities so held are redeemed at par value resulting in no net market gain or
loss.

Attached for your review are statements from Treasury Direct, LAIF, and Montecito Bank &
Trust as of June 30, 2011. Also attached is a recap of investment activity during the quarter, a
subsidiary ledger listing showing the various yields and maturities of securities in the Treasury
Direct portfolio, a Treasury Direct portfolio segment analysis and a market value estimate
calculation.

The City of Carpinteria will meet all expenditure obligations that might reasonably be anticipated
for the six-month period ending December 31, 2011.

| IV. LEGAL ISSUES: |

This report has been prepared in compliance with California Government Code Sections 53600
and 536486.

| V. ATTACHMENTS: |

Treasury Direct statement

LAIF statement

Montecito Bank & Trust bank statements
Investment Activity Recap

Treasury Direct Subsidiary Ledger Listing
Treasury Direct porifolio segment analysis
Market value estimate calculation



Treasury Direct Statement



TD 5177 (September 2010)

Legacy Treasury Direct,

www treasurydirect.gov
1-800-722-2678
1-304-480-6464 (Outside the U.S.)

CITY OF CARPINTERIA CA
5775 CARPINTERIA AVENUE

CARPINTERIA -.CA 93013-- .
‘5 e Z: B VT I PRt
MAY 123 201 ST

A E
e Wl B R
g L < 7

Mailing Number: 121000006

TREASURY RETAIL SECURITIES SITE
P OBOX9150
MINNEAPOLIS MN 55480-9150

PHONE: (800) 722-2678

(805) 684-5405

l Payments made by direct deposit to:
MONTECITO BANK & TRUST

Routing Number: 122234783

Confidential

| Name on Account: CITY OF CARPINTERIA

CHECKING Account Number: Confidential

No withholding

4800-770-3487

$9,558,900

ACCOUNT HOLDINGS

912828FH8 0l 05/31/06
% 7/8 NOTE J 11

05/31/11

105,000

105,000

912828KU3 01 06/01/09
0 7/8 NOTE Y 11

05/31/11

136,600

136,600

912828FK1 01 06/30/06
5 1/8 NOTE K 11

06/30/11

108,000

108,000

912828LF5 01 06/30/09
1 1/8 NOTE Z 11

06/30/11

130,300

130,300

912828FN5 01 07/31/06
% 7/8 NOTE L 11

07/31/11

108,000

108,000

05/31/11
Par and Interest
107,559.38

99.693242 4.945

05/31/11
Par and Interest
137,197.63

99.871675 0.94

06/30/11
Par and Interest
110,767.50

99.660453 5.203

06/30/11
Par and Interest
131,032.94

99.948740 1.151

07/31/11
Par and Interest
119,632.50

99.474808 6.995

IF YOU HAVE QUESTIONS CONCERNING THIS STATEMENT, PLEASE CONTACT YOUR TREASURY RETAIL
SECURITIES SITE AND PROVIDE YOUR ACCOUNT NUMBER



Buy Direct - Purchase Express Confirmation

Page 1 of 1

My Account » Purchase Express Confirmation City of Carpinteria: M-383-634-468

Thank you for your purchase! If you wish to view your pending purchases, click the link View/Delete a pending
purchase/reinvestment. This link is also available by clicking the ManageDirect tab. Purchases are considered
pending prior to issuance of the security. You may want to print this page or record this information for your

records.

Registration:

Product Type:

Auction Date:

Issue Date:

Purchase Amount:

Source of Funds:

Purchase Option(s):
Confirmation #:

Maturity Payment Destination:

Interest Payment Destination:

City of Carpinteria (**-***4438)
5-Year Note

06-28-2011

06-30-2011

$104,600.00

Montecito Bank & Trust - *¥****3351
None

IAAAC

Montecito Bank & Trust - *¥****3351
Montecito Bank & Trust - ¥****3351

https://www.treasurydirect.gov/RS/RSGatewayRW

6/20/2011



BuyDirect - Purchase Review Page 1 of 1

BuyDirect@ 5 Purchase Review City of Carpinteria: M-383-834-468

Registration: City of Carpinteria (¥*-***4438)
Product Type: 2-Year Note
Auction Date: 06-27-2011
Issue Date: 06-30-2011
Purchase Amount: $114,600.00
Source of Funds: Montecito Bank & Trust - ¥****3351

Number of Reinvestments: 0

Interest Payment Destination: Montecito Bank & Trust - ¥****3351]

Maturity Payment Destination: Montecito Bank & Trust - *****3351
By clicking the SUBMIT button below:

1.
2.

10.

I certify that I am authorized to perform transactions for this account.

To pay for this security purchase, I authorize the Bureau of the Public Debt to use either my Zero-Percent
Certificate of Indebtedness (Zero-Percent C of I) funds or to debit the account at the financial institution
cited above. '

If I am purchasing a security that pays semi-annual interest, then I authorize the Bureau of the Public Debt
to credit the payment to the account at the financial institution cited above or use the payment to purchase a
Zero-Percent C of 1.

I certify that I am authorized to perform transactions for the account at the financial institution cited above.
I understand that when I purchase a Zero-Percent C of I that it will not earn interest. I acknowledge that a
Zero-Percent C of 1 is only to be used to fund the purchase of eligible interest-bearing securities.

I understand that the total cost for my security purchase will be determined at auction through competitive
bidding, and that the final cost of the security will not be known until after the auction results are
announced. I agree to pay the full purchase price, which could be less than, more than or equal to the
principal amount I indicated above and that full payment must be made on the security's Issue Date.

I understand that the availability of my security purchase is subject to change. I acknowledge that the U.S.
Department of the Treasury reserves the right to change my requested purchase or cancel my request based
on this availability.

I understand that by electing to reinvest this security that I am subject to the following additional terms and
conditions.

A. I cannot cancel or edit the reinvestment after whichever of the following events occurs first: the
maturing security goes into its Closed Book Period or the auction results for the succeeding security
are announced.

B. If the redemption proceeds from the maturing security are not sufficient to pay the full purchase
price of the succeeding security, then I authorize the Bureau of the Public Debt to use either my
Zero-Percent C of I funds or to debit the account at the primary financial institution to obtain the
balance owed.

I acknowledge that the Bureau of the Public Debt will place certain restrictions on my ability to transfer this
security for forty-five (45) calendar days after it is issued into my account. If the term of the security being
purchased is less than 45 calendar days, then these restrictions will be enforced during the entire term of the
security.

I certify that all other information on this form, including information about the account(s) at the financial
institution(s), is true, correct, and complete.

https://www.treasurydirect.gov/RS/RSGatewayRW 6/20/2011



Current Holdings - Pending Transactions - Detail

Current Holdings » Pending Transactions »

Detail

Confirm #:
Security Type:

Par Amount:

Transaction:
Status:
Auction Date:
Issue Date:

Number of Reinvestments:

Source of Funds:

Maturity Payment Destination:

Interest Payment Destination:

Registration:

View recent auction results,

IAAAA
S5-Year Note
$100,400.00

Purchase
Scheduled
05-25-2011
05-31-2011
0

Montecito Bank & Trust - *¥****3351

Montecito Bank & Trust - **¥**3357]
Montecito Bank & Trust - *¥***3351

City of Carpinteria

https://www.treasurydirect.gov/RS/RSGatewayRW

Page 1 of 1

City of Carpinteria: M-383-834-468

5/17/2011



Current Holdings - Pending Transactions - Detail Page 1 of 1

Current Holdings » Pending Transactions »  City of Carpinteria: M-383-834-468
Detail

Confirm #: IAAAB
Security Type: 2-Year Note
Par Amount: $110,100.00

Transaction: Purchase
Status: Scheduled
Auction Date: 05-24-2011
Issue Date: 05-31-2011

Number of Reinvestments: 0
Source of Funds: Montecito Bank & Trust - *****3351

Maturity Payment Destination: Montecito Bank & Trust - ¥**¥**3351

Interest Payment Destination: Montecito Bank & Trust - *¥***3351

Registration: City of Carpinteria

View recent auction results,

https://www.treasurydirect.gov/RS/RSGatewayRW 5/17/2011



LAIF Statement



Untitled Page Page 1 of 1

JOHN CHIANG

California State Controller

LOCAL AGENCY INVESTMENT FUND
REMITTANCE ADVICE

Agency Name CARPINTERIA

Account Number _ 98-42-142

As of 07/15/2011, your Local Agency Investment Fund account has been directly credited
with the interest earned on your deposits for the quarter ending 06/30/2011.

Earnings Ratio .00001304422399226
Interest Rate - 0.48%
Dollar Day Total $ 1,858,346.84
Quarter End Principal Balance $ 20,425.32
Quarterly Interest Earned $ 24.24

http://laif.sco.ca.gov/Result.aspx 8/2/2011



Montecito Bank &
Trust Bank Statements



000 00005 01 PAGE: 1

@@ ACCOUNT: 195003351 06/30/2011
: P.0. Box 2460
MONCECILO  yrt, Barhara, ca 3120-2460
Bank & Trust  (305) 963-7511
H
30-0
City of Carpinteria 11
* HOLD AT BRANCH * 201
Availability of Funds Change effective July 21, 2011:
The first $200 of your deposit may be made available on the first
business day after we receive your deposit. This is in accordance
with our funds availability policy in the event that any of your
deposit is held for a longer period.
SUMMARY OF ACCOUNTS
ACCOUNT CURRENT MATURITY
ACCOUNT TYPE NUMBER BALANCE DATE
BUS- Bnalyzed Business Interest Checking
ACCOUNT 195003351 203,267.19
BUSINESS - MONEY FUND ACCOUNT 195020078 2,375,346.48
*TOTAL CURRENT BALANCE* 2,578,613.67
BUS- Analyzed Business Interest Checking ACCOUNT 195003351
LAST STATEMENT 05/31/11 346,177.16

INTEREST THIS STATEMENT 5.02 87 CREDITS 1,405,130.87

INTEREST PAID 2011 37.03 223 DEBITS 1,548,040.84

DOCUMENTS-DEBITS: 201 CREDITS: 11 THIS STATEMENT 06/30/11 203,267.19

MINIMUM BALANCE 3,884.09

AVG AVAILABLE BALANCE 122,212.27

AVERAGE BALANCE 129,733.84

—————————— DEPOSITS — = = = = = = = — -

REF #........ TRACE #.DATE........ AMOUNT REF #........ TRACE #.DATE........ AMOUNT
0849262477 06/01 6,751.34 0857558807 06/23 35,416.52
0851635402 06/07 29,694.98 0857589252 06/23 37,105.57
0852218502 06/08 7,604.08 0858138093 06/24 8,515.21
0853209104 06/10 9,882.71 0859464559 06/28 48,194.01
0854252731 06/14 44,691.05 0860315754 06/30 16,594.32
0855265994 06/16 13,458.94

* * x CONTINUED * * *

EQUAL HOU!
LENDENRG MEMBER FDIC

NOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION



Investment Activity Recap



June 30, 2011

Investment Activity Recap

Average Daily Ending
Month Investment Return ROl % Balance
Treasury Direct

4 $9,578,020.87 $20,164.20 2.53% $9,536,085.15

5 9,636,085.15 19,845.85 2.50% 9,505,050.29

6 9,505,050.29 19,509.89 2.46% 9,485,762.60
Total / Average $9,539,678.84 $59,519.94 2.50%

LAIF

4 $20,401.08 0.59% $20,401.08

5 20,401.08 0.41% 20,401.08

6 20,401.08 24.24 0.45% 20,425.32
Total / Average $20,401.08 $24.24 0.48%

Montecito Bank & Trust Checking

4 $129,678.84 $4.28 0.04% $487,593.52

5 214,176.20 8.84 0.05% 346,177.16

6 129,733.84 5.02 0.05% 203,267.19
Total / Average $158,481.79 $18.14 0.05%

Montecito Bank & Trust Money Market

4 $1,351,356.10 $590.52 0.52% $2,355,015.59

5 2,311,578.09 1,114.62 0.58% 2,854,130.21

6 2,690,530.21 1,216.27 0.54% 2,375,346.48
Total / Average $2,119,950.66 $2,921.41 0.55%

Recap

4 $11,079,456.89 $20,759.00 2.25% $12,399,095.34

5 12,082,240.52 20,969.31 2.08% 12,725,758.74

6 12,345,715.42 20,755.42 2.02% 12,084,801.59
Total / Average $11,838,512.37 $62,483.73 2.11%

%
Portfolio

76.91%
74.69%
78.49%

0.16%
0.16%
0.17%

3.93%
2.72%
1.68%

18.99%
22.43%
19.66%

100.00%
100.00%
100.00%



Treasury Direct Subsidiary Ledger Listing
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Treasury Direct Portfolio Segment Analysis



June 30, 2011

Portfolio Segment Analysis

Average Daily Net Cash
Month Investment Retumn ROl % Flow
4 $9,578,020.87 $20,164.20 2.5263% $62,874.89
5 9,536,085.15 19,845.85 2.4974% 51,549.41
6 8,505,050.29 19,509.89 2.4631% 38,430.14
Total / Average $9,539,678.84 $59,519.94 2.4957% $152,854.44
5 YEAR NOTES
All Most Recent Maximum Minimum
ALL NOTES/BILLS Net $7,032,361.87 | $104,024.42 $179,713.14| $91,760.24
Net Investment $9,485,762.60 Discount 20,238.13 575.58 719.01 0.31
Discount 22,937.40 Par 7,052,600.00, 104,600.00 179,800.00| 92,300.00
Par Value $9,508,700.00 Coupon § 105,172.24 784.50 2,998.13 656.25
Coupon % 2.9375% 1.5000% 5.1250% 1.2500%
Coupon % 2.3828% Yield % 3.0590% 1.6150% 5.2030% 1.2600%
Yield to Maturity 2.5030% Years to Maturity 2.51 5.01 5.01
Annual Yield $ $238,005.70 2 YEAR NOTES
All Most Recent Maximum Minimum
Days to Maturity 750 Net $2,453,400.73| $114,554.39 $136,384.36 $99.87
Years to Maturity 2.0560 Discount 2,699.27 45.61 307.94
Modified Duration 1.9698 Par 2,456,100.00; 114,600.00 136,600.00 100.00
Coupon $ 10,216.42 214.88 732.94 0.19
Coupon % 0.7800% 0.3750% 1.1250% 0.3750%
Yield % 0.9116% 0.3950% 1.1510% 0.3950%
Years to Maturity 0.86 2.00 2.00

74.17%

25.83%



Market Value Estimate Calculation



June 30, 2011

Market Value Estimate Calculation

Portfolio
Weighted
Average Coupon Market Market
Years/Days Duration Date CUSIP Issue Date Maturity Date % Price per $100 Yield
5 11/19/2013 912828JT8 11/30/2008  11/30/2013 2.0000% 103.8200 0.4098%
2 06/09/2012 912828NS5  06/30/2010  06/30/2012 0.6250% 100.3870 0.2373%
A B c D E F G
Actual Market Duration Estimated Par Net Unrealized
Years/Days Yield Yield in years Market Value Value Value Gain / (Loss)
5 3.0590% 0.4098% 2.3920 $7,499,510  $7,052,600 $7,032,362 $467,148
2 0.9116% 0.2373% 0.9465 2,471,776 2,456,100 2,453,401 18,375
All 1.9945  $9,971,286  $9,508,700 $9,485,763 $485,523
Percent of Par 5.12%
D=(1+(A-B)*C)*E G=D-F



