REPORT TO MAYOR AND COUNCIL NO:  12-032

Council Meeting: February 7, 2012

SUBJECT: City of Sunnyvale Investment Report — 4th Quarter 2011

BACKGROUND

In accordance with California Government Code Section 53646, staff is
submitting the attached investment report for Council’s review. The report
includes all investments managed by the City of Sunnyvale. Staff invests all
funds not immediately needed for disbursement. The current portfolio market
value is $222,023,576.

Funds for the City’s Deferred Compensation Plan, the City’s Retirement Plan,
Retiree Medical Trust, and any proceeds of debt issuance are not invested by
City staff. These funds are managed by third party administrators.

EXISTING POLICY

California Government Code Section 53600 et seq., strictly governs which
investments public agencies can hold. In some cases, State law also governs
what percentage of the portfolio can be invested in certain security types,
maximum maturities, and minimum credit ratings by the major rating agencies
(Standard & Poor’s and Moody’s Investors Service). Public agencies can only
invest in fixed income securities. The purchase of stock is prohibited.

The City Council adopted a policy governing the investment of City funds on
July 30, 1985. This policy is adopted annually in August. The City’s investment
policy follows the Government Code and includes additional restrictions on
allowable investments.

The key provisions of the investment policy are safety, liquidity, and yield in
that order. The safety of principal is the foremost objective of the investment
program. The City’s portfolio is diversified by type of investment, issuer, and
maturity date. Diversification is required in order that potential losses on
individual securities do not exceed the income generated.

The portfolio must remain sufficiently liquid to enable the City to meet all cash
requirements. The portfolio will be maintained with the objectives of safety and
liquidity first, and then the objective of yield.
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The City’s policy has been reviewed and certified by the Association of Public
Treasurers of the United States & Canada (APT US&C) since 1999. The City is
one of 21 agencies to have its investment policy certified by APT US&C.

DISCUSSION

This report provides information on the values (par, book and market), the type
of investment, issuer, maturity date and yield of each investment. The par
value of a bond is the amount that the issuer agrees to repay the City by the
maturity date. The book value is what the City initially paid for the bond and
market value is what the bond is worth now.

The market value is determined by an independent pricing service at the end of
every accounting period. In some cases, the City may have investments with a
current market value that is greater or less than the recorded value. These
changes in market value are due to fluctuations in the marketplace and have
no effect on the City’s financials. The City will receive full par value for the
investment at maturity.

Summary information by type of security and detailed information on each
security is provided. An evaluation of portfolio performance this accounting
period compared to the previous accounting period and compared to the same
accounting period of last fiscal year is also included. The City’s portfolio had a
current yield of .70%.

In light of the continued turmoil in the financial markets, staff has kept the
average maturity of the portfolio short and remains fiscally conservative with
investment decisions focused on safety. Securities issued by the US Treasury
are considered to be the safest. Currently many market participants are
investing heavily in these instruments. The increased demand has caused
yields on these conservative investments to decline significantly. This has had
and will continue to have a negative impact on the yield of the portfolio. In this
environment, staff continues to evaluate investment options to increase yield
within the parameters of the City’s investment policy. Options include
exploring the use of an investment management firm to actively manage a part
or all of the City’s investment portfolio.

Short term investments are placed in an interest bearing checking account
with our primary banking institution, Union Bank and with the State’s Local
Agency Investment Fund (LAIF) to meet the liquidity needs of the City. LAIF is
a program created by statute as an investment alternative for California’s local
governments and special districts. This program offers local agencies the
opportunity to participate in a major portfolio pool administered by the State
Treasurer’s office. The current yield for the LAIF portfolio is .38%.



City of Sunnyvale Investment Report — 4 th Quarter 2011
February 7, 2012
Page 3 of 3

FISCAL IMPACT
Interest earnings for FY 2011/2012 as of Period 7 for all City funds totaled
$744,506.25.

PUBLIC CONTACT

Public contact was made by posting the Council agenda on the City's official-
notice bulletin board outside City Hall, at the Sunnyvale Senior Center,
Community Center and Department of Public Safety; and by making the
agenda and report available at the Sunnyvale Public Library, the Office of the
City Clerk and on the City's Web site.

RECOMMENDATION
It is recommended that the City Council receive and file the investment report.

Reviewed by:

Grace K. Leung, Finance Director
Prepared by: Therese B. Balbo, Finance Manager

Approved by:

Gary Luebbers, City Manager

Attachments
A. City of Sunnyvale’s FY 2011/2012 Period 7 Investment Report




CITY OF SUNNYVALE

PORTFOLIO EVALUATION PERIOD 7 FY 2011/2012

INFORMATION UPDATE:

Pursuant to the California Government Code, attached is detailed information on
all securities, investments, and moneys held by the City. | hereby certify that the
City’s portfolio complies with the City’s adopted Investment Policy and the
reporting requirements of State Law, and that sufficient funds are available to
meet expenditure requirements for the next 6 months, ending July 2012.

Date: January 20, 2012

Grace Leung, Finance Director
cc:  Members of the City Council
City Manager



PORTFOLIO EVALUATION - PERIOD 7 FY 2011/2012 (12/11/2011 - 1/7/2012)

DESCRIPTION

DOLLAR
AMOUNT

FY 11/12 PERIOD 7
(12/11/11 - 1/07/12)

FY 11/12 PERIOD 6
(11/13/11 - 12/10/11)

FY 10/11 PERIOD 7
(12/12/10- 1/8/11)

TOTAL PORTFOLIO MARKET VALUE

$222,023,576.36

$208,655,236.44

$243,074,365.14

AVERAGE LIFE OF PORTFOLIO (DAYS) 391 381 260
CITY - WEIGHTED YIELD (Current Period) 0.70% 0.69% 0.77%
STATE POOL YIELD 0.38% 0.38% 0.45%
90 DAY T-BILL RATE (Current Period) 0.01% 0.01% 0.13%
VARIANCE FROM CITY YIELD 0.70% 0.68% 0.64%
1 YEAR TREASURY RATE (Current Period) 0.12% 0.11% 0.30%
VARIANCE FROM CITY YIELD 0.58% 0.58% 0.47%
TREASURY YIELD WITH SAME AVG LIFE AS PORTFOLIO 0.17% 0.17% 0.28%
VARIANCE FROM CITY YIELD 0.53% 0.52% 0.49%
TOTAL INVESTMENTS MATURING

WITHIN O TO 1 YEAR $107,188,197.55 48.28% 49.48% 67.05%
TOTAL INVESTMENTS MATURING

WITHIN 1 TO 3 YEARS $110,820,563.50 49.91% 48.59% 32.95%
TOTAL INVESTMENTS MATURING

WITHIN 3 TO 5 YEARS $4,014,815.31 1.81% 1.93% 0.00%
TOTAL INVESTMENTS MATURING

OVER 5 YEARS ** $0.00 0.00% 0.00% 0.00%
TOTAL $222,023,576.36 100.0% 100.0% 100.0%

** In accordance with Government Code 53601, the City Council, as part of the City’s investment program, granted express authority to
invest in US Treasury and US Agency and Government Sponsored Enterprise securities with final stated maturities up to seven years. No
investment shall be made in any other security type that at the time of investment has a term remaining to maturity in excess of five years
unless granted express authority by the City Council to do so.



CITY OF SUNNYVALE
Portfolio Management
‘Portfolio Summary

PDecember 11, 2011 through January 7, 2012

City of Sunnyvale

650 West Olive Ave.
Sunnyvale, CA 84086
{408)730-7604

YTM YTM

Par Market Book % of Days to
investments Value Value Value Portfolio Term Maturity 360 Equiv. 365 Equiv.
Managed Poof Accounts 40,593,381.47 40,593,381,47 40,593,381.47 18,33 1 1 0.378 0.380
Medium Term Notes 13,315,000.00 13,407,281.00 13,420,524.76 £.06 954 885 1113 1,128
Federal Agency Issues - Coupon 122,128,000.00 125,840,473.33 125,239,330.76 58.56 738 438- 0.662 0.671
Treasury Securifies - Coupon 38,000,000.00 38,367,625,25 38,165,6849,21 17.23 803 374 0.780 0.771
U8 Gowt Mortgage Passth;’oughs 163.18 215.31 197.87 0.00 7,914 1,514 8.548 9.680
Municipal Bonds 4,000,000.00 4,014,600.00 4,000,000.00 1.81 1,435 1,362 2.633 2,870
. 218,036,574.63 222,023,576.36 221,409,084.07 100.00% 640 391 0.689 0.699
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 118,859.62 118,859.62
Subtotal 118,859.62 118,859.62
Total Cash and Investments 218,036,574.63 222,142,435.98 221,527,943.69 640 3o 0.689 0.699
Total Earnings January 7 Period Ending Fiscal Year To Date
Current Year 112,579.88 744,506.25
GRACE LEUNG, TREASURER
Reporting period 1 2111/2014-04/07/2012 Portfolio CITY
‘ AP

Run Date: 01/13/2012 - 09:15

PM {PRF_PM1)7.2.0
Report Ver, 7.3.3



CITY OF SUNNYVALE
Portfolio Management.

January 7,2012

‘Portfolio Details - [nvestments

Page 1

Purchase Stated ¥TM Daystoc Maturity
Cusip Investment # 1ssuer Date Par Value Market Value Book Value Rate S&P 365 Maturity Date
Managed Pool Accounts '
SYS590-119 20118 STATEPCOL 40,593,381.47 40,593,381.47 40,593,381.47 0.380 0.380 1
) Subtotal and Average 40,593,381.47 40,593,381.47 40,593,381.47 0.380 1
Medium Term Notes
3606205449 11-023 GENERAL ELECTRIC 05/03/2611 3,000,000.00 3,037,500.00 3,026,179.36 2.100 1.681 730 01/07/2014
36962G5L4 12-010 GENERAL ELECTRIC 12/208/20114 4,000,000.00 3,881,416.00 4,000,000,00 1.500 1.500 1,086 12/29/2014
478160AX2 12-008 Johnson and Johnson 12115/2011 5,000,000.00 5,073,365.00 5,076,345.40 1.200 0.523 858 05/15/2014
58217FBU4 12-011 MetLife 01/04/2012 1,315,000.00 1,315,000.00 1,315,000.00 . 1.141 1.130 733 01/10/2014
Subtotal and Average 13,315,000.00 13,407,281.00 13,420,524.76 1.128 885
Federal Agency Issues - Coupoh
31331GKY4 11-001 FEDERAL FARM CREDIT BANK 07/29/2010 4,000,000.00 4,001,680.00 4,001,480,45 2.000 0.502 9 01/17/2012
31331GKY4 11-002 FEDERAL FARM CREDIT BANK 07/28/2010 4,000,000.00 4,001,680.00 4,001,414.09 2.000 0.578 9 01/17/2012
31331VX43 11-004 FEDERAL FARM CREDIT BANK 272010 4,000,000.00 4,019,900.00 4,019,462.30 5.230 0.348 37 02/14/2012
31331JY56 1101 FE[’QERAL FARM CREDIT BANK 12/22/2010 4,000,000.00 4,008,200,00 3,989,310.98 0.400 0.730 299 11/02/2012
31331KET3 11018 FECERAL FARM CREDIT BANK 04/01/2011 3,000,000.00 3,029,838.00 2.995,697.76 0.980 1.065 624 08/23/2013
31331GCS5 11-020 FEDERAL FARM CREDIT BANK 04/29/2011 3,000,000.00 3,181,011.00 3,163,839.93 3.875 0.901 638 10/07/2013
31331KCP3 11022 FEDERAL FARM CREDIT BANK 04/29/2011 4,GGU,OG0.00 4,027,420.00 401368279 - 0.900 0.593 411 D2/22{2013
31331KJQ4 11-024 FEDERAL FARM CREDIT BANK 05/02/2011 4,000,000.00 4,021,786.00 4,001,580.00 0.750 0.720 480 05/02/2013
31331KAH3 12-003 FEDERAL FARM CREDIT BANK 10M17/2011 4,000,000.00 4,054,420.00 4,049,168.98 1.125 0.545 781 02127/2014
31331XLH32 12-009 FEDERAL FARM CREDIT BANK 12/28/2011 3,000,000.00 3,268,158.00 3,266,696,59 4,900 0.477 739 01A6/2014
3133XQU34 11-018 FEDERAL HOME LOAN BANK 04/27/2011 4.000,000.00 4,181,5628.00 4,159,227.39 3.625 0.737 507 05/20/2013
3133XSAES 11-021 FEDERAL HOME LOAN BANK 04/29/2011 3,000,000.00 3,168,696.00 3,142,311.69 3.625 0.920 649 10/18/2013
3133X5P83 11-026 FECERAL HOME LOAN BANK 08/10/2011 4,000,0C0.00 4,188,464.00 4,183,732.45 3.125 0.720 705 12M3/2013
3133XHXW7 11027 FEDERAL HOME LOAN BANK 06/13/2011 4,000,000.00 4,333,088.00 4,315,228.05 4875 0.656 689 11/27/2013
313371PU4 12-001 FEDERAL HOME LOAN BANK 09/14/2011 4,000,000,00 3,986,288.00 4,006,529.05 0.500 0.415 705 12M3/2013
3133XWKVD 12-002 FECERAL HOME LOAN BANK - 09/14/2011 4,000,000.00 4,162,052.00 4,165,189.73 2375 0.470 796 03/14/2014
3137EABY4 11-003 FEDERAL HOME LOAN MORT GORP 09/20/2010 4,000,000.00 4,016,640.00 4,014,027.62 2125 0.434 75 03/23/2012
3128X9080 41-005 FEDERAL HOME LOAN MORT CORP 12/07/2010 4,000,000.00 4,012,304.00 4,009,0683.48 1.125 0.360 108 04/25/2012
3128X1KG1 11-0186 FEDERAL HOME LOAN MCRT CORP 01/25/2011 4,000,000.00 4,206,860.00 4,170,741.56 4.000 0.968 521 06M12/2013
-313?EABST i1-017 FEDERAL HOME LOAN MORT CORP 04/01/2011 3,000,000.00 3,180,470.00 3,154,031.52 4125 1.000 628 09/27/2013
3137EACZD 12-008 FEDERAL HOME LOAN MORT CORP 11/29/2011 4,000,000,00 3,883,184.00 3,891,746.,08 C.378 -Q.377 689 11/27/2013
31398AUU4 10-032 FEDERAL NATL MORTGAGE ASSN - 06/30/2010 . 4,000,000.00 4,000,000.00 4.000,162.48 2.000 0.530 1 01/08/2012
31398AF71 11-0086 FEDERAL NATL MORTGAGE ASSN 12/08/2010 4,000,000.00 4,020,708.00 4,012,670.04 1.250 0.551 166 06/22/2012
31398AFT1 11-007 FEDERAL NATL MORTGAGE ASSN 1210/2010 4,000,000,060 4,020,708,00 4,011,468.12 1.250 0.617 166 06/22/2012
31398AT77 11-008 FEDERAL NATL MORTGAGE ASSN 12/10/2010 4,000,000.00 . 4,021,344.00 4,010,955.83 1125 0.633 204 07/30/2012
Portfolio CITY
AP

Run Date: 01/13/2012 - 09,15

PM (FRF_PMZ2}7.3.0

Repert Ver. 7.3.3
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Purchase . Stated ) YTM Daysto Maturity
cusip Investment # Issuer Date Par Value Market Value . Book Value - Rate S&P 365 Maturity Date
Federal Agency Issues - Coupon '
31350MUTE 12-006 FEDERAL NATL MORTGAGE ASSN 12/01/2011 4.000,000.00 4,325,356.00 4.323,355.97 4125 0.535 828 04/15/2014
31398A2W1 12-007 FEDERAL NATL MORTGAGE ASSN 12/08/2011 4.000,000.00 4,073,888.00 4.073,613.08 1.350 0.479 778 02/24/2014
8805910786 09-014 TENNESSEE VALLEY AUTHCRITY 02/04/2008 3,1285,000.00 3,205,108.33 3,179,394,57 6.720 2,220 136 05/23/2012
880591DT6 11-012 TENNESSEE VALLEY AUTHORITY 01/08/2011 4 000,000,00 4,008,804,00 4,083,896.98 6.78Q 0.500 136 05/23/2012
8380591DW9 1-013 TENNESSEE VALLEY AUTHORITY 01/06/2011 4,000,000.00 4,270,196.00 4,222 521.85 4.750 1.131 © 571 08/01/2013
880521DW9 11-025 TENNESSEE VALLEY AUTHORITY 05/20/2011 4,000,000.00 4,270,1986.00 4,247 842,35 4.750 0.748 571 08/01/2013
880621CW0 11-029 TENNESSEE VALLEY AUTHORITY 08/28/2011 4,000,000.00 4,272,708.00 4,259 166.82 6.000 0.508 432 03M5/2013

Subtotal and Average 122,128,000.00 125,640,473.33 125,239,330.76 0.871 438
Treasury Securities - Coupon
912828LMGC 10-025 A UNITED STATE TREASURY 05/13/2010 4,000,000.00 4,034,632.00 4,009,071.83 1.375 1.038 251 09M5/2012
912828LRe 10-028 UNITED STATE TREASURY 05/14/2010 4,000,000.00 4,038,124.00 4,008,334.75 1.375 1.089 281 10152012
912828LB4 10-027 UNITED STATE TREASURY 05/27/2010 3,000,000.00 3,022,032.00 3,010,676.68 1.500 0.808 189 07/15/2012
912828LH1 10-028 UNITED STATE TREASURY 05/28/2010 4,000,000.00 4,039,843.75 4,019,521.80 1,750 0,928 220 08M5/2012
912828MB3 11-009 UNITED STATE TREASURY 12/21/2010 4,000,000.00 4,036,408.00 4,018,279.31 1.125 0.633 342 121572012
912828MG2 11-G10 UNITED STATE TREASURY 12/22/2010 4,000,000.00 4,049,687 .50 4,028 175.70 1.375 0.B79 373 01/15/2013
912828MT4 11-014 UNITED STATE TREASURY 01/07/2011 4,000,000.00 4,056,408.00 4,029,438,09 1.375 0,746 432 031872013
912828NN6 11-015 UNITED STATE TREASURY 01/07/2011 4,000,000.00 4,046,408,00 4,013,925.27 1.000 0.768 554 071572013
912828RA0 11-028 UNITED STATE TREASURY 06/30/2011 4,000,000.00 4,009,376.00 3,094,460.80  0.375, 0.459 539 06/30/2013
912628NNG6 11-030 UNITED STATE TREASUF{Y 08/30/2011 3,000,000.00 3,034,8086,00 3,023,758.28 1.000 0.474 554 07/15/2013
Subtotal and Average 38,000,000.00 38,367,625.25 38,155,649.21 0771 374
US Govt Mortgage Passthroughs _
313404TJ0 " 87-009 FEDERAL HOME LOAN MORT CORP 07/01/1994 193.16 215.11 197.87  10.000 ‘9680 1,514 03/01/2018
Subtotal and Average 193.16 215.31 ' 197.87 9,680 1,514
Municipal Bonds )
13063BNR9 12-004 Muni Bond -ST of CA Water Res 10/27/2011 4,000,000,00 4,014,600.00 4,000,000.00 2.674 2.670 1,362 10/01/2015
Subtotal and Average 4,000,000.00 4,014,600.00 4,000,000.00 2.670 1,362
Total and Average 218,036,574.63 222.023,576.36. 221,409,084.07 0.699 ‘391
Portfolio CITY
AF

Run Date: 01/43/2012 - 0€:15

PM (PRF_PM2) 7.3.0



INVESTMENT PORTFOLIO
PORTFOLIO TREND
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INVESTMENT PORTFOLIO
COMPARISON OF ANNUAL YIELDS
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