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Recommendation to receive and file Investment Report for Quarter Ending June 30, 2007. (Citywide)

The Department of Financial Management, City Treasurer's Office, invests City funds in compliance
with the California Government Code, Section 53600 et seq., and the City's Investment Policy. As of
June 30, 2007, these funds had a market value of approximately $1.6 billion, with approximately
$500.1 million, or approximately 31.0 percent of funds, maturing within six months, ensuring that
sufficient funds are available to meet the City's budgeted expenditure requirements during this time
period.

Compliance

All investment transactions have been executed in conformance with the City's Investment Policy and
the California Government Code. According to the California Government Code, the maturity term of
all investments is limited to a maximum of five years unless the local agency legislative body gives
prior approval to exceed this limitation. The City's Investment Policy currently requires that all funds
invested in the City's investment pool not exceed a weighted average maturity of three years. In
addition, the Investment Advisory Committee, composed of a representative from the City Manager's
office, Assistant City Auditor, Assistant Ci'Y Attorney, Director of Financial Management, City
Treasurer, City Controller, Budget Manager and the Financial Officers of the Harbor, Water and
Community Development Departments, meets quarterly, or as needed, to review investment policies,
strategies and performance.

Rating Section

As of the date of this report, the City's investment holdings carry the highest credit rating of AAA and
the lowest volatility rating of S 1 by Standard & Poor's.

Investment Performance
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The City Treasurer's Office invests in a variety of fixed-income securities that vary in maturity from
one day to five years (excluding the Health SAVRS loan) as authorized by the City's Investment
Policy and the California Government Code. The City's adopted 2007 Investment Policy divides the
City's investment portfolio into a short-term and a long-term portfolio whose benchmarks are the 3-
Month Treasury Bill and the Merrill Lynch One-to-Three Year Treasury/ Agency Index, respectively.
Both of these indices are market indices that change daily.

Actual returns can vary depending on book yields and security sales or calls before the final maturity
date.

At June 30, 2007, the City's investment pool market yield was 4.59 percent compared to 4.50 percent
at March 31, 2007. The following table summarizes Investment Pool market yield performance for the
quarter ending June 30,2007:

Carter End Values
Pretioio Funds Amourd of Funds | Benchinask | Wn_a:El‘rteﬂ‘ Maonth end
Fieum M amEy' ek

| Short-Term investment Pool | § 550,093,890 | 4.95 parcent | 1.41 years | 5.12 percent
[ Long-Term Invesimant Food | § 1,080,277 341 | 4.76 pareent | 1,97 vears 4,32 peecani

| Total Imyestiment Pool $ 1600371231 A4.78 parcent | 1,75 vears 4 54 percan
* Wb Avaraps Mol sssumos secenfhes and nof caiad’ ev s prine ko the acival malosiy cats. ** Mavke! Yieid of
Prrifiids

The following table summarizes the purchase yield of the new investments vs. the average
Benchmark Yield in the short-term portfolio by month for the quarter ending June 30, 2007:

SHORT-TERM PORTFOLIO

I F Banchmark va. Putchasd Yield Analysis
honth i 'ﬂ"mrrzg.;jm“ Bepcnmetk | Plrchase Crvarf|Lrdes)
i _ Relurn® | isid* Banchmark
Agri 007 5 Z3,73,000 4.98 paroent AT percant | 0.30 pereant
May 2007 & 32,883 000 284 porcant | 548 percent | 064 percand
Junae 0T § 43,824,000 4,73 porcan| | 5.64 percent 0.81 percant
Total Invasted Funds ® | § 100,704,000 4.B2 porcent | 5.52 percant 0.70 percent

* G1-Day T-80 and offir mifums Bded ne weghind svevagos for the paro Excudes cvsnigh? and shor-demm
Alsimands drder 30 dipa “Bouk Yields siaber’ o iy sssume the secudios ang nod caled or s prior o dhe
ety ol

The following table summarizes the purchase yield of the City's new investments vs. the weighted
average Benchmark Yield in the long-term portfolio by month for the quarter ending June 30, 2007:

LONG TERM PORTPOLIO

R Banchmark ve. Furchage Yiakl Aralysis -
Mianith Elnds inwaatad | BencHmark | Purchasa CrvariLinder)
Faburn® Wiakd™™ - - Berichoriank
April 2007 | 5 71,258,000 4 80 parcent 6.21 parceni 0,41 percent
May 2007 3 60,632,000 4.88 parcanl .23 peropni .34 parcant
1 June 2007 | % 28,516,000 5.00 parcen) | 5,31 parcant 0.22 percan
Total Invested Funds * | & 158,406,000 4,50 percent 523 parcent 0.35 percent

* ksl (yneft Cni-fo-Thres Year Jreosmeiipancy inder and oy adums faded’ an weiphied’ sviagas for D pavid
s v Al ko mualinty aod anseme (e secusies see nol caksd or sold priov o the madniy diake.

A complete listing of investment balances, portfolio distribution and performance values can be found
in Attachment A.

The City's investment pool consists of all City funds except Subsidence, certain bond proceeds, and
special assessment district proceeds. The non-pooled investments are invested separately in
accordance with bond indenture provisions or other legal requirements.

Short-Term Investment Strateqy
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The City has adopted an investment strategy for the short-term portfolio that maintains sufficient
liquidity within a rolling 12-month period to continue to satisfy the City's cash needs.

Long-Term Investment Strateqgy

The City will continue to weigh new instruments at the 18-month to 30-month part of the yield curve in
order to meet or exceed the benchmark yield and duration.

Treasury Bureau staff continues to monitor market conditions and market spreads daily in order to
take advantage of opportunities to enhance earnings, while at the same time maintaining safety of
principal and adequate liquidity.

Cash Management Goals

The City's cash management goals are to maintain and preserve the safety of funds in custody and
provide liquidity for anticipated expenditure needs.

This matter was reviewed by Assistant City Attorney Heather A. Mahood, and Budget and
Performance Management Bureau Manager David Wodynski and the City's Investment Advisory
Committee on August 10, 2007.

This item is not time critical.

There is no fiscal impact associated with this action.

Approve recommendation.

Michael A. Killebrew
Director of Financial Management

NAME APPROVED:
TITLE

ANTHONY W. BATTS
CITY MANAGER
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