Agenda Item No. 2j

DATE: MAY 3, 2016
TO: CITY COUNCIL
FROM: ADMINISTRATIVE SERVICES DEPARTMENT - FINANCE

SUBJECT: MARCH 2016 INVESTMENT REPORT

STATEMENT OF ISSUE:
In April 2015, the City Council adopted the City’s current Investment Policy. A section of that

policy requires the quarterly submission of the City’s investment portfolio to the City Council and
City Manager. State legislation requires submission of an investment report noting compliance with
the City’s investment policy, market versus book value of investments and a statement regarding the
City’s ability to meet expenditure requirements for the next six months. The City Treasurer has the
responsibility for investment of funds in accordance with the City of Walnut Creek’s Investment
Policy and approves the quarterly investment report which is prepared by the Finance Division of
the Administrative Services Department.

RECOMMENDED ACTION:
Accept the March 2016 Investment Report,

DISCUSSION:

Current Status
The effective interest rate of the portfolio as of March 31, 2016 was 1%. The current Investment

Policy is designed with the objective of exceeding the six-month U.S. Treasury Bill rate while
meeting other objectives of safety, liquidity and diversification of the portfolio. All investments are
in compliance with the City’s investment policy. The Treasury Bill rate, as compared to the City’s
portfolio yield, is detailed for the past six quarters in the table below.

Six-Month
Quarter Ending | Portfolio Treasury Bill
December 2014 0.78% 0.12%
March 2015 0.83% 0.13%
June 2015 0.74% 0.11%
September 2015 | 0.83% 0.07%
December 2015 0.96% 0,48%
March 2016 1.00% 0.39%
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This following graph illustrates the trend of the City’s portfolio yields exceeding the six-month
Treasury bill for the last six quarters.
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As indicated on the pie chart below, the City’s portfolio is invested in Local Agency Investment
Fund (LAIF), Federal Securities, Money Market Funds, Certificates of Deposit and Corporate
Bonds in order to take advantage of yields, while not compromising the City’s liquidity needs.
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Since the City of Walnut Creck is a very conservative investor and holds securities to maturity, the
necessary liquidity for daily cash needs is provided through investment in the State Pool (Local
Agency Investment Fund), money market funds and short-term securities. Staff does not anticipate
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any problem in the City’s ability to meet its expenditures and cash flow requirements for the next
six months, or further into the future.

Portfolio Liguidity

The average length to maturity for this portfolio (excluding LAIF and Money Market Funds, which
are immediately availabie) is 2.4 years, as detailed below. Note that 93% of the Federal Securities
have callable features and thus could be redeemed by the City’s investment brokers prior to their

maturity dates.

Maturity Schedule of Portfolio — Summary
(Assuming none of the securities are called prior to maturity)

Amount Percent
Money Market Funds/LAIF (1 day liquidity) $43,125,744 37%
Maturing in 1 year or less $3,499,315 3%
Maturing in 1-2 years $21,497.814 18%
Maturing in 2-3 years $28,153,796 24%
Maturing in 3-4 years ¢ - $15,459,801 13%
Maturing in 4-5 years $5,277,134 5%
Total Portfolio $117,013,604 100%

City of Walnut Creek

Maturity Information by Investment Type
March 31, 2016
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Market Value of Investments
The market value and original cost value of investments in short-term instruments of less than one

year, such as Certificates of Deposit and Money Market Funds, are reported as the same number.
State Pool (Local Agency Investment Fund) market valuations are provided by the State Treasurer’s
Office. Other investment instruments, such as Government Securities, Treasuries and Corporate
Bonds, are subject to daily changes in market value in the secondary market. The City intends to
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hold all investments to maturity; therefore, any reported gain or loss is temporary in nature and does
not indicate a change in the ultimate value of the investment portfolio upon redemption. The
market values as of March 31, 2016 have been obtained from the City’s safekeeping institution,
Union Bank of California. The table below glves a snapshot of the City’s Investment Portfolio as of

March 31, 2016,

Amount Average Effective
Market Over/(Under) | Length of Rate of

Type Value Cost Maturity Return
Investments
Federal Securities $42.619,302 $ 49,709 2.6 years 1.24%
Commercial Paper 1,996,460 5,160 96 days B8%
Corporate Bonds 25,107,301 190,841 2.7 years 1.50%
Certificates of Deposit 4,164,797 17,533 1.7 years 1.21%
Money Market Funds 1,253,771 0 1 day 33%
LAIF $41,871,973 9,254 1 day A6%
Total (Portfolio) Investments $117,013,604 272,497 | 2.4 years 1.00%
Debt Service Funds (RDA Successor/ 1,651,493 - 1 day N/A
Golf Course)
U.S. Treasury Money Market 26,500 - 1 day N/A
(Actor’s Equity Account)
Cash (Net of outstanding checks) 4,873,844 - N/A N/A
Total Cash and Investments $123.565,441 $272,497

Current Cash Balances by Fund Category
The reported totals for cash and investments are accounted for according to the following fund

types, most of which are restricted for specific purposes, resulting from state or local policies.

Funds are invested until needed to pay bills and demands, meaning that the composition and amount
of the investment portfolio is variable. A report of this type represents a snapshot in time and is
subject to change in the future. Total portfolio investments increased by $5.6 million or 5% from
the prior quarter due to payments made for operations (including those for work performed on
capital projects) being offset primarily with property tax receipts and sales tax in-lieu payments
received during the quarter.

Amount  Percent

General Fund Contingencies / Future Projects (Assigned) $40,702,228 33%
Special Revenue Funds (Restricted) $11,636,744 9%
Impact / In Lieu Fee Funds (Restricted) $25,891,363 21%
Capital Project / Assessment District Funds {(Restricted) $4,175,622 3%
Enterprise Funds (Restricted) $9,351,068 8%
Internal Service / Replacement Funds {Assigned) $11,568,053 9%
Agency Funds (Restricted) $20,240,363 17%

Totals $ 123,565,441 100%
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Portfolio Analysis
Included in this agenda item is a detailed report on the City’s investment portfolio, including
maturity dates, call dates (if applicable), investment types, market values and effective yields of

each of the City’s individual investments,

FINANCIAL IMPACTS:
Acceptance of the March 31, 2016 Invesiment Report will have no financial impact.

DOCUMENTS ATTACHED:
Attachment 1: March 2016 Investment Detail Report
Attachment 2: March 2016 Supplementary Information by Investment Type.

COUNCIL ACTION RECOMMENDED:
Accept the March 31, 2016 Investment Report as submitted.

STAFF CONTACT: Roselyn Taormina, Senior Accountant
(925) 943-5899 x2134
taorminai@walnut-creek. org

e
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ATTACHMENT 1

Market
Value Union Bank
1st Call Purchase Maturity  Days to Original Par Value of As of Effective Step
Type Date S&P Ratings Date Date Maturity Cost Investment 3/31/16 Yield Range

FEDERAL SECURITIES (Maximum maturity of 5 years - see additional restrictions below)
FFCB AA+ 6/27/2013 3/1/2017 335 1,000,000 1,000,000 1,004,780 1.00% N/A
FNMA 8/22/16 NA 8/22/2014  8/22/2017 509 1,000,000 1,000,000 1,001,150 1.07% N/A
FNMA 9/27/13 NA 9/27/2012  9/27/2017 545 1,000,000 1,000,000 1,000,150 1.00% N/A
FHLMC 3/15/16 AA+ 12/15/2015 12/15/2017 624 800,000 800,000 800,680 1.05% N/A
FHLMC 12/26/14 AA+ 6/26/2014 12/26/2017 635 1,000,000 1,000,000 1,007,660 1.19% N/A
FNMA 12/26/13 AA+ 12/26/2012 12/26/2017 635 2,000,000 2,000,000 2,003,580 1.00% N/A
FHLMC 12/28/15 AA+ 6/30/2015 12/28/2017 637 1,000,000 1,000,000 1,003,560 1.10% N/A
FHLB 6/29/16 NA 6/30/2015 12/29/2017 638 1,000,000 1,000,000 1,001,230 1.00% N/A
FHLMC 8/14/15 AA+ 5/14/2015  2/14/2018 685 1,000,000 1,000,000 999,460 1.05% N/A
FNMA 2/14/14 AA+ 3/4/2013  2/14/2018 685 1,000,000 1,000,000 1,000,190 1.01% N/A
FNMA 9/28/15 AA+ 8/26/2015  3/28/2018 727 999,750 1,000,000 1,000,230 1.12% N/A
FHLB 6/29/16 AA+ 7/2/2015  3/29/2018 728 1,000,000 1,000,000 1,000,970 1.10% N/A
FHLMC 12/30/15 NA 9/30/2015  3/30/2018 729 1,000,000 1,000,000 998,470 1.00% N/A
FNMA 5/18/19 NA 5/18/2015  5/18/2018 778 1,000,000 1,000,000 1,000,490 1.12% N/A
FFCB AA+ 11/23/2015  5/23/2018 783 1,000,000 1,000,000 1,003,620 1.08% N/A
FHLMC 8/25/15 NA 5/29/2015  5/25/2018 785 1,000,000 1,000,000 1,000,200 1.25% N/A
FHLB 9/13/13 AA+ 6/13/2013  6/13/2018 804 1,000,000 1,000,000 1,000,430 1.10% N/A
FHLB 12/28/15 NA 9/30/2015  6/28/2018 819 1,000,000 1,000,000 999,570 1.00% N/A
FHLMC 3/18/16 AA+ 12/18/2015  9/18/2018 901 1,249,688 1,250,000 1,251,425 1.35% N/A
FHLB 6/24/16 AA+ 6/30/2015 12/24/2018 998 1,000,000 1,000,000 1,002,080 1.40% N/A
FHLMC 12/28/15 NA 9/28/2015 12/28/2018 1002 500,000 500,000 500,480 1.30% N/A
FHLB 12/28/16 NA 3/28/2016 12/28/2018 1002 1,000,000 1,000,000 1,001,090 1.33% N/A
FFCB 4/07/16 NA 1/7/2016 1/7/2019 1012 1,075,000 1,075,000 1,075,086 1.53% N/A
FNMA 4/29/16 NA 11/2/2015  1/29/2019 1034 998,470 1,000,000 1,000,180 1.20% N/A
FFCB 2/22/2017 AA+ 2/22/2016  2/22/2019 1058 999,750 1,000,000 1,001,270 1.15% N/A
FFCB 12/1/15 AA+ 9/1/2015 3/1/2019 1065 2,000,000 2,000,000 2,000,080 1.41% N/A
FHLB 12/29/15 NA 9/30/2015  3/29/2019 1093 2,000,000 2,000,000 2,000,860 1.27% N/A
FFCB 4/01/16 NA 12/17/2015 4/1/2019 1096 1,499,625 1,500,000 1,500,000 1.54% N/A
FHLMC 1/29/16 NA 10/29/2015  4/29/2019 1124 1,450,000 1,450,000 1,450,131 1.00% 1.0-3.0
FNMA 5/16/16 NA 11/16/2015  5/16/2019 1141 999,250 1,000,000 1,000,360 1.20% N/A
FHLMC 12/28/15 NA 9/28/2015  6/28/2019 1184 1,000,000 1,000,000 1,002,180 1.40% N/A
FHLMC 12/28/15 AA+ 9/30/2015  6/28/2019 1184 1,000,000 1,000,000 1,002,180 1.40% N/A
FNMA 2/28/2016 NA 12/17/2015  8/28/2019 1245 999,250 1,000,000 1,001,160 1.62% N/A
FFCB 9/30/16 NA 12/17/2015  9/30/2019 1278 998,810 1,000,000 1,001,640 1.49% N/A
FHLB 4/29/16 NA 10/29/2015 10/29/2019 1307 2,000,000 2,000,000 2,000,320 1.40% N/A
FNMA 11/25/16 NA 11/25/2015 11/25/2019 1334 1,000,000 1,000,000 1,002,160 1.50% N/A
FFCB 3/30/17 NA 3/30/2016  3/30/2020 1460 2,000,000 2,000,000 2,000,200 1.49% N/A

TOTAL FEDERAL SECURITIES 2.6 $42,569,593 $42,575,000 $42,619,302 1.24%
years

COMMERCIAL PAPER

(For Commercial Paper, maximum $2 million per institution, total may not exceed 15% of portfolio for maximum of 270 days)
UBS FINANCE CP Al 1/7/2016 7/5/16 96 1,991,300 2,000,000 1,996,460 0.88% N/A

TOTAL COMMERCIAL PAPER 0.0 $1,991,300 $2,000,000 $1,996,460 0.88%
years

CORPORATE BONDS

(For Medium Term Notes (i.e. more than 270 days)- maximum 30% of portfolio, no more than $5 million in one institution, maturity not to exceed 5 yrs)
WELLS FARGO A 2/29/2016 6/2/17 428 1,000,000 1,000,000 1,001,080 1.15% N/A
TOYOTA MOTOR CREDIT AA- 6/27/2014 10/5/17 553 999,990 1,000,000 1,001,730 1.25% N/A
UNITED HEALTH GROUP A+ 8/18/2015 10/15/17 563 499,675 500,000 501,910 1.39% N/A
CONOCO PHILLIPS A 10/22/2014 12/15/17 624 993,020 1,000,000 985,530 1.07% N/A
WELLS FARGO&CO CORP BDS A+ 1/13/2015 1/16/18 656 998,820 1,000,000 1,005,870 1.49% N/A
WELLS FARGO&CO CORP BDS A+ 2/13/2015 1/16/18 656 999,420 1,000,000 1,005,870 1.49% N/A
PNC BANK NC CORP A 3/1/2016 2/23/18 694 499,910 500,000 500,520 1.50% N/A
COCA-COLA AA 6/5/2015 4/1/18 731 996,950 1,000,000 1,006,500 1.14% N/A
WAL-MART CN AA 6/14/2013 4/11/18 741 987,200 1,000,000 1,007,520 1.12% N/A
COLGATE-PALMOLIVE AA- 10/31/2014 5/1/18 761 983,650 1,000,000 999,570 0.90% N/A
APPLE CORPORATE AA+ 6/30/2015 5/3/18 763 1,586,751 1,601,000 1,587,704 1.00% N/A
APPLE CORPORATE AA+ 9/14/2015 5/3/18 763 993,270 1,000,000 1,010,357 1.00% N/A
APPLE CORPORATE AA+ 2/10/2016 5/3/18 763 997,360 1,000,000 1,010,357 1.00% N/A
BERKSHIRE HATHAWAY AA 5/17/2013 5/15/18 775 1,001,028 1,000,000 1,004,040 1.29% N/A
JP MORGAN CORP BDS A 11/12/2015 5/15/18 775 999,380 1,000,000 1,002,050 1.62% N/A
CONOCO PHILLIPS AA 3/1/2016 5/15/18 775 937,726 975,000 960,248 1.52% N/A
EMC CORP 0 3/1/2016 6/1/18 792 483,000 500,000 488,995 1.92% N/A
JOHN DEERE A 10/14/2015 1/15/20 1385 989,430 1,000,000 997,580 1.70% N/A
JP MORGAN CHASE CORP A- 2/3/2016 1/23/20 1393 994,190 1,000,000 1,007,910 2.23% N/A
JP MORGAN UP CORP A 11/4/2015 2/1/20 1402 998,500 1,000,000 1,004,150 1.79% N/A
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Market
Value Union Bank
1st Call Purchase Maturity  Days to Original Par Value of As of Effective Step
Type Date S&P Ratings Date Date Maturity Cost Investment 3/31/16 Yield Range
HSBC USA CORP NA 2/3/2016 3/5/20 1435 996,630 1,000,000 989,830 2.37% N/A
IBM CORP AA- 3/3/2016 5/15/20 1506 996,960 1,000,000 1,003,700 1.62% N/A
IBM CORP AA- 11/6/2015 5/15/20 1506 983,800 1,000,000 1,003,700 1.62% N/A
JP MORGAN CHASE CORP A- 1/15/2016 10/29/20 1673 999,800 1,000,000 1,013,470 2.52% N/A
ROYAL BANK OF CANADA AA- 10/30/2015 10/30/20 1674 1,000,000 1,000,000 1,005,760 1.74% N/A
TORONTO-DOMINION NA 3/31/2016 3/31/21 1826 1,000,000 1,000,000 1,001,350 2.05% N/A
TOTAL CORPORATE BONDS 2.7 $24,916,460 $25,076,000 $25,107,301 1.50%
years
CERTIFICATES OF DEPOSIT
(Maximum 20% of portfolio - no more than $2 million in one institution , weighted average maturity not to exceed 3 years)
TVI-FIRSTBANK PUERTO RICO 12/7/2012 6/7/2016 68 249,000 249,000 249,274 1.10%
TVI-GE CAP BANK 8/31/2012  8/31/2016 153 248,000 248,000 248,801 1.35%
WEF-CIT BANK 5/30/2013  5/30/2017 425 248,000 248,000 248,089 1.00%
WF-EBTC 5/30/2013  5/30/2017 425 248,000 248,000 247,767 0.75%
TVI-AMEX 7/10/2014  7/10/2017 466 248,000 248,000 248,533 1.05%
MBS-BMO HARRIS BK CD 2/4/2016 8/4/2017 491 245,000 245,000 245,544 1.00%
TVI-GE CAP RETAIL BANK 8/31/2012  8/31/2017 518 248,000 248,000 250,393 1.63%
TVI-GOLDMAN SACHS 9/3/2014 9/5/2017 523 248,000 248,000 248,501 1.25%
TVI-BMW 10/19/2015 10/16/2017 564 248,000 248,000 248,665 1.15%
MBS-CAPITAL ONE NATL ASSOC 10/21/2015 10/23/2017 571 245,000 245,000 245,642 1.15%
MBS-SALLIE MAE BK CD 2/10/2016 2/5/2018 676 244,694 245,000 246,000 1.15%
MBS-WF NA CD 2/12/2016  2/12/2018 683 245,000 245,000 245,806 1.15%
TVI-BANK OF BORODA 3/20/2013 3/8/2018 707 202,000 202,000 203,034 1.29%
MBS ALLY BK 10/20/2015 4/9/2018 739 244,682 245,000 246,387 1.34%
MBS-DISCOVER BK CD 10/20/2015  4/30/2018 760 242,888 245,000 245,620 1.10%
MBS-CAPITAL ONE BK 10/21/2015 10/22/2018 935 245,000 245,000 247,587 1.58%
TVI-HSBC BANK 11/17/2015 11/17/2020 1692 248,000 248,000 249,154 1.59%
TOTAL CERTIFICATES OF DEPOSIT 17 $4,147,264 $4,150,000 $4,164,797 1.21%
years
MONEY MARKET FUNDS
Union Bank Government Money Market Fund N/A 1,253,771 1,253,771 1,253,771 0.33%
TOTAL MUTUAL FUNDS $1,253,771 $1,253,771 $1,253,771 0.33%
POOLED PUBLIC AGENCY INVESTMENTS ($50 million limit per account)
Local Agency Investment Fund (LAIF) - City N/A 41,506,209 41,506,209 41,515,384 0.46%
Local Agency Investment Fund (LAIF) - Successor Agency N/A 356,280 356,280 356,359 0.46%
Local Agency Investment Fund (LAIF) - WCPFFA N/A 230 230 230 0.46%
TOTAL POOLED PUBLIC AGENCY INVESTMENTS $41,862,719 $41,862,719 $41,871,973 0.46%
TOTAL INVESTED PORTFOLIO® $116,741,107 $116,917,490 $117,013,604 1.00%
MATURITY SCHEDULE SUMMARY OF PORTFOLIO (% of Portfolio over 3 years cannot exceed 20%)
(Assuming None of Securites are called prior to Maturity)
Money Market Funds/LAIF (1 day liquidity) $43,125,744 37%
Maturing in 1 year or less $3,499,315 3%
Maturing in 1-2 years $21,497,814 18%
Maturing in 2-3 years $28,153,796 24%
Maturing in 3-4 years $15,459,801 13%
Maturing in 4-5 years $5,277,134 5%
Total Portfolio $117,013,604 100%
SUMMARY BY INVESTMENT TYPE
Federal Securities $42,619,302 36%
Commercial Paper $1,996,460 2%
Corporate Bonds $25,107,301 21%
Certificates of Deposit $4,164,797 4%
Money Market Funds $1,253,771 1%
LAIF $41,871,973 36%
GRAND TOTAL $117,013,604 100%
% OF FEDERAL SECURITIES CALLABLE 93%

@ see page 4 of Agenda Report for additional details regarding the restricted use of these funds
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Amount Effective Average
Market Over/(Under) Rate of % of Maturity
TYPE OF INSTRUMENT Value Cost Return  Portfolio in Years *
Federal Home Loan Bank (FHLB) $10,006,550 $6,550 1.23% 8.6% 2.7
Federal Farm Credit Bureau (FFCB) 10,586,676 13,491 1.37% 9.0% 2.9
Federal National Mortgage Assn (FNMA) 11,009,650 12,930 1.17% 9.4% 2.3
Federal Home Loan Mortgage Corporation
(FHLMC) 11,016,426 16,738 1.18% 9.4% 2.4
SUB -TOTAL FEDERAL SECURITIES 42,619,302 49,709 1.24% 36.4% 2.6
Commercial Paper 1,996,460 5,160 0.88% 1.7% 0.0
Corporate Bonds 25,107,301 190,841 1.50% 21.5% 2.7
Certificates of Deposit 4,164,797 17,533 1.21% 3.5% 1.7
Money Market Funds 1,253,771 0 0.33% 1.1% N/A
LAIF 41,871,973 9,254 0.46% 35.8% N/A
GRAND TOTAL ** $117,013,604 $272,497 1.00% 100.0% 24

* Grand Total for Average Maturity Years reflects average for Federal Securities, Commercial Paper, Corporate Bonds

and Certificate of Deposit only. LAIF and Money Market funds have same day availability.

** See page 4 of Agenda Report for additional details regarding the restricted use of these funds



