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Total Investment Portfolio 
As of first quarter ending September 30, 2007 the 
total investment portfolio, including cash, amounts to 
$148 million (book value) with a current yield of 
4.84% as compared to $158 million and 4.65% for 
the fourth quarter ending June 30, 2007.  Pension 
funds total approximately $26 million. 
 

Total Investment Portfolio 
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Interest Earnings 
Total interest earnings amount to $1.8 million as 
compared to prior year first quarter ending 
September 30, 2006 interest earnings of $1.6 million. 
Year-to-date (Fiscal Year 2007-08) interest income 
totals $1.8 million for all City funds as compared to 
$1.6 million at the same time last year.   
 
Interest earnings are distributed to all City funds, on 
a monthly basis, in proportion to actual cash balances 
maintained in each fund.  
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Cash with Fiscal Agent 
Cash with Fiscal Agent for the City includes: 
• Assessment District 95-1 (Street Improvement Program) to 

finance the rehabilitation of streets within the City of San 
Clemente. 

• Negocio Certificates of Participation (Negocio Building) to 
finance purchase of a commercial building for use by the 
City’s Public Works and Community Development 
departments.  

• Assessment District 98-1 (Laing Forster Ranch) to finance 
public improvements within the Forster Ranch 
development. 

•  Assessment 99-1 (Underground Utility Assessment 
District) to finance the construction and acquisition of 
underground electrical and communication facilities within 
the district.  

 
 (Reference Official Statements and City’s Debt Policy) 

 
Cash with Fiscal Agent – September 30, 2007 

$0

$5

April May June July August September

98-1 95-1 Negocio 99-1

$189,833
$ 445,161
$ 673,600    
$1,289,276

$2,597,870

 
 
 
 
 
 
Investment Portfolio Diversification 
The portfolio is well diversified and is in compliance with 
the City’s diversification guidelines contained in the 
City’s Investment Policy. The pie chart outlines the 
current percentage distribution of the investment portfolio 
and the maximum allowable percentage is shown in 
parenthesis. 
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Investment Portfolio Comparison 
The Investment Portfolio bar chart outlines changes 
from the prior quarter, by investment type: 
 
• Certificates of Deposit:  No Change. 
• LAIF: Decrease from $16.5 million to $15.6 

million. Interest rate 5.21% (down from 5.25%). 
• Money Market Mutual Funds: No Change. 
• Commercial Paper:  Decrease from $5.0 million 

to $4.9 million. 
• Medium Term Notes: Increase from $17.9 million 

to $18.9 million. 
• Banker’s Acceptances:  None outstanding. 
• Repurchase Agreements: None outstanding. 
• Federal Agency Securities:  Purchase of $15.9 

million. Maturity/Sale of $17.7 million to $75.6 
million. 

• Treasury Securities: Maturity/Call of $7.9 
million to $31.9 million. 
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Treasury Yield Curve for September 30, 2007 and 
June 30, 2007:  
 
 

 June30, 2007 September  30, 
2007 

3 Month 4.82 3.82 

6 Month 4.93 4.09 

2 Year 4.87 3.97 

5 Year 4.92 4.23 

10 Year 5.03 4.59 

30 Year 5.12 4.83 

   
 
 
 
 
The Yield Comparison chart provides a comparison 
of the City’s current yield to the 3 and 6 month 
Treasury Bills, LAIF, BA’s (60-day), Commercial 
Paper (60 day), and average Money Market rate.  
Monthly yield 4.84%. 
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Total Return 
The City also monitors the portfolio’s total return 
which includes interest earnings as well as unrealized 
gains or losses in market value.  The City then uses 
the Merrill Lynch 1–3 year treasury-agency index as 
a benchmark for measuring relative risk and return 
with full recognition that returns can and will vary 
from those of the index due to the portfolio’s 
priorities of providing sufficient liquidity and 
matching maturing investments with known 
liabilities. This will result in differences from the 
index.  At September 30, 2007, the Merrill Lynch 
treasury-agency index was 9.47% and treasury index 
was 8.97%.  Total return for the City’s portfolio was 
7.70%. 
 
The San Clemente Yield chart outlines the City’s 
yield history for the past 6 months.  Current yield 
equals 4.84%. 
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Investment Policy Compliance 
Authorized Investments: The Investment Portfolio 
Details - Investments report, lists each type of 
investment that currently makes up the City’s 
portfolio.  These investments are in compliance 
with section 4.7 of the City’s Investment Policy.  
The following investment types also have certain 
restrictions or requirements: 
 
 
 
 
 
 
 
• Commercial Paper - Commercial Paper must be 

rated A1/P1 and the issuing U.S. corporation 
must have an A rating or better 

 
 
 
 
 
 
• Money Market Mutual Funds - Must be rated 

AAA by major rating agencies. All investments 
are in securities authorized in Section 4.7.1 of 
the Investment Policy. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Commercial Paper 
Issuing Corporation Short Term Rating 

S&P/Moody’s 

CitiGroup  A1+/P1 

                       
 
 
 
 

Money Market Funds 
Money Market Fund Agency Rating 

AIM AAA/AAA 
Federated AAA/AAA 
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• Medium Term Notes – Medium Term Notes 

meet the criteria as established in Section 4.7 of 
the City’s Investment Policy.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Market Value:  Section 4.11 of the Investment 
Policy requires that the portfolio be “marked-to-
market”.  Market values are obtained from Union 
Bank of California Trust Department and FT 
Interactive and do not include LAIF. 

 
 
 

 
Medium Term Notes 

Issuer Agency Rating 
(Moody’s/S&P) 

GE Capital AAA/AAA 
Intl Lease Finance  A1/AA- 

Bank One AA2/AA- 
Household Finance Co. A1/A 

Wal-Mart AA2/AA 
Wells Fargo Bank AA1/AA+ 

Bayerische Landesbank AAA/AAA 
Merrill Lynch AA3/AA- 

Goldsman Sachs AA3/AA- 
Morgan Stanley Dean 

Whitter 
AA3/AA- 

Berkshire Hathaway 
Finance Corp 

AAA/AAA 

CIT Group, Inc A2/A 

 
 
 

 
Market Value 

Book Value Market Value (including 
accrued interest) 

$148 Million $150 Million 
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Maturity Diversification: The primary consideration 
in obtaining maturity diversification is to match 
investment maturities to the City’s cash flow 
schedule and to maintain adequate liquidity to meet 
the City’s operating needs.  A Cash Flow Schedule is 
included as an attachment to this report.   
 

 
 
 

 
Maturity Diversification 

Maturity Dates Actual 
Percentage 

 

Authorized Percentage 
(Investment Policy) 

2 Years 61% 100% 
2 - 5 Years 39% 50% 
5+ Years 0% 0% 

 
 
 
 

 
 
 
 
 
 
The Maturity Distribution of Securities Held chart 
shows the percentage of maturities that will occur 
within the specified time frames. 
 
 
The Maturing Investments report outlines all 
maturing investments September 30, 2007 through 
October 16, 2012; however, this report does not 
include LAIF, Mutual Funds or cash since these are 
available immediately. The average days to maturity 
at September 30, 2007 equals 438 days or 14.6 
months. 
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Current Yield: The annual rate of return that an 
investor purchasing a security at market value would 
realize based on the interest payments received.  
 
Effective Duration: The consideration in obtaining 
the investment’s duration is to disclose interest rate 
risk when an investment is exposed to fair value 
changes arising from changing interest rates based 
upon the present value of cash flows, weighted for 
those cash flows as a percentage of the investment’s 
full price. The average maturity and/or call based on 
changing interest rates on the City’s portfolio is 1.11 
years. 
 
 
 

Effective Duration – September 30, 2007 
 

Investment Type Book Value 
Current 
Yield 

Effective 
Duration
(Years) 

LAIF $15,555,696.01 5.21% 0.00 
Certificates of Deposit $100,000 4.07% 0.14 
Mutual Fund/Money Market $67,990.50 4.56% 0.00 
Medium Term Notes $18,942,142.48 4.72% 1.62 
Commercial Paper – Discount $4,934,000 5.07% 0.09 
Federal Agency Issues – Coupon $75,566,043.99 4.71% 1.36 
U.S. Treasury – Coupon $31,857,004.81 4.04% 0.94 
Total $147,002,877.79 4.63% 1.11 
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Total Investment Portfolio 
As of second quarter ending December 31, 2007 the 
total investment portfolio, including cash, amounts to 
$155 million (book value) with a current yield of 
4.72% as compared to $148 million and 4.84% for 
the first quarter ending September 30, 2007.  Pension 
funds total approximately $26 million. 
 

 

Interest Earnings 
Total interest earnings amount to $1.79 million as 
compared to prior year second quarter ending 
December 31, 2006 interest earnings of $1.65 
million. Year-to-date (Fiscal Year 2007-08) interest 
income totals $3.59 million for all City funds as 
compared to $3.20 million at the same time last year.  
 
Interest earnings are distributed to all City funds, on a 
monthly basis, in proportion to actual cash balances 
maintained in each fund.  
 
 
 
 
 

 

Millions 
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Cash with Fiscal Agent 
Cash with Fiscal Agent for the City includes: 
• Assessment District 95-1 (Street Improvement Program) to 

finance the rehabilitation of streets within the City of San 
Clemente. 

• Negocio Certificates of Participation (Negocio Building) to 
finance purchase of a commercial building for use by the 
City’s Public Works and Community Development 
departments.  

• Assessment District 98-1 (Laing Forster Ranch) to finance 
public improvements within the Forster Ranch 
development. 

•  Assessment 99-1 (Underground Utility Assessment 
District) to finance the construction and acquisition of 
underground electrical and communication facilities within 
the district.  

 
 (Reference Official Statements and City’s Debt Policy) 

 

$0 
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98-1 95-1 Negocio 99-1

$ 191,864
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$ 879,929

$ 2,127,335

 

 
 
 
 
 
Investment Portfolio Diversification 
The portfolio is well diversified and is in compliance with 
the City’s diversification guidelines contained in the 
City’s Investment Policy. The pie chart outlines the 
current percentage distribution of the investment portfolio 
and the maximum allowable percentage is shown in 
parenthesis. 
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Investment Portfolio Comparison 
The Investment Portfolio bar chart outlines changes 
from the prior quarter, by investment type: 
 
• Certificates of Deposit:  Decrease from $0.1 

million to $0. 
• LAIF: Increase from $15.6 million to $22.0 

million. Interest rate 4.73% (down from 5.21%). 
• Money Market Mutual Funds: Increase from $0.1 

million to $2.1 million. 
• Commercial Paper:  No change. 
• Medium Term Notes: No change. 
• Banker’s Acceptances:  None outstanding. 
• Repurchase Agreements: None outstanding. 
• Federal Agency Securities:  Purchase of $14.8 

million. Maturity/Sale/Call of $14.1 million to 
$76.3 million. 

• Treasury Securities: Purchase of $2.0 million. 
Maturity/Sale/Call of $4.0 million to $29.9 
million. 

 
 
 
 
 
 
 

 
 
 
 
 

 

 

 
 

 
 

Millions 



Second Quarter Ending December 31, 2007 CITY OF SAN CLEMENTE - INVESTMENT REPORT

 

  
6 

 
Treasury Yield Curve for December 31, 2007 and 
September 30, 2007:  
 
 

 September 30, 
2007 

December  31, 
2007 

3 Month 3.82 3.36 

6 Month 4.09 3.49 

2 Year 3.97 3.05 

5 Year 4.23 3.45 

10 Year 4.59 4.04 

30 Year 4.83 4.45 

   
 
 
 
 
The Yield Comparison chart provides a comparison 
of the City’s current yield to the 3 and 6 month 
Treasury Bills, LAIF, BA’s (60-day), Commercial 
Paper (60 day), and average Money Market rate.  
Monthly yield 4.72%. 
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Total Return 
The City also monitors the portfolio’s total return 
which includes interest earnings as well as unrealized 
gains or losses in market value.  The City then uses 
the Merrill Lynch 1–3 year treasury-agency index as 
a benchmark for measuring relative risk and return 
with full recognition that returns can and will vary 
from those of the index due to the portfolio’s 
priorities of providing sufficient liquidity and 
matching maturing investments with known 
liabilities. This will result in differences from the 
index.  At December 31, 2007, the Merrill Lynch 
treasury-agency index was 3.85% and treasury index 
was 3.13%.  Total return for the City’s portfolio was 
4.69%. 
 
The San Clemente Yield chart outlines the City’s 
yield history for the past 6 months.  Current yield 
equals 4.72%. 
 

 

 
  
 
 
 

 
 
 



Second Quarter Ending December 31, 2007 CITY OF SAN CLEMENTE - INVESTMENT REPORT

 

  
8 

 
 
Investment Policy Compliance 
Authorized Investments: The Investment Portfolio 
Details - Investments report, lists each type of 
investment that currently makes up the City’s 
portfolio.  These investments are in compliance with 
section 4.7 of the City’s Investment Policy.  The 
following investment types also have certain 
restrictions or requirements: 
 
 
 
 
 
 
 
• Commercial Paper - Commercial Paper must be 

rated A1/P1 and the issuing U.S. corporation 
must have an A rating or better 

 
 
 
 
 
 
• Money Market Mutual Funds - Must be rated 

AAA by major rating agencies. All investments 
are in securities authorized in Section 4.7.1 of the 
Investment Policy. 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

Commercial Paper 
Issuing Corporation Short Term Rating 

S&P/Moody’s 

GE Capital Corp A1+/P1 

American Express A1/P1 

                       
 
 
 
 

Money Market Funds 
Money Market Fund Agency Rating 

AIM AAA/AAA 
Federated AAA/AAA 
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• Medium Term Notes – Medium Term Notes meet 

the criteria as established in Section 4.7 of the 
City’s Investment Policy.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Market Value:  Section 4.11 of the Investment Policy 
requires that the portfolio be “marked-to-market”.  
Market values are obtained from Union Bank of 
California Trust Department and FT Interactive and 
do not include LAIF. 
 

 
 

Medium Term Notes 
Issuer Agency Rating 

(Moody’s/S&P) 
GE Capital AAA/AAA 

Intl Lease Finance  A1/AA- 
Bank One AA2/AA- 

Household Finance Co. A1/A 
Wal-Mart AA2/AA 

Wells Fargo Bank AA1/AA+ 
Bayerische Landesbank AAA/AAA 

Merrill Lynch AA3/AA- 
Goldsman Sachs AA3/AA- 

Morgan Stanley Dean 
Whitter 

AA3/AA- 

Berkshire Hathaway 
Finance Corp 

AAA/AAA 

CIT Group, Inc A2/A 

SBC Communications A2/A 

 
 

 
Market Value 

Book Value Market Value (including 
accrued interest) 

$155 Million $158 Million 
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Maturity Diversification: The primary consideration 
in obtaining maturity diversification is to match 
investment maturities to the City’s cash flow 
schedule and to maintain adequate liquidity to meet 
the City’s operating needs.  A Cash Flow Schedule is 
included as an attachment to this report.   
 

 
 
 

Maturity Diversification 
Maturity Dates Actual 

Percentage 
 

Authorized Percentage 
(Investment Policy) 

2 Years 59% 100% 
2 - 5 Years 41% 50% 
5+ Years 0% 0% 

 
 

 
 

 
 
The Maturity Distribution of Securities Held chart 
shows the percentage of maturities that will occur 
within the specified time frames. 
 
 
The Maturing Investments report outlines all 
maturing investments December 31, 2007 through 
December 17, 2012; however, this report does not 
include LAIF, Mutual Funds or cash since these are 
available immediately. The average days to maturity 
at December 31, 2007 equals 407 days or 13.57 
months. 
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Current Yield: The annual rate of return that an 
investor purchasing a security at market value would 
realize based on the interest payments received.  
 
Effective Duration: The consideration in obtaining 
the investment’s duration is to disclose interest rate 
risk when an investment is exposed to fair value 
changes arising from changing interest rates based 
upon the present value of cash flows, weighted for 
those cash flows as a percentage of the investment’s 
full price. The average maturity and/or call based on 
changing interest rates on the City’s portfolio is 0.97 
years. 
 
 
 

Effective Duration – December 31, 2007 
 

Investment Type Book Value 
Current 
Yield 

Effective 
Duration
(Years) 

LAIF $21,970,537.75 4.73% 0.00 
Mutual Fund/Money Market $2,071,197.01 3.57% 0.00 
Medium Term Notes $18,909,311.17 4.83% 1.50 
Commercial Paper – Discount $4,916,194.44 4.66% 0.21 
Federal Agency Issues – Coupon $76,288,592.61 4.18% 1.28 
U.S. Treasury – Coupon $29,873,152.65 3.36% 0.75 
Total $154,028,985.63 4.19% 0.97 
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Total Investment Portfolio 
As of third quarter ending March 31, 2008 the total 
investment portfolio, including cash, amounts to 
$161 million (book value) with a current yield of 
4.17% as compared to $155 million and 4.72% for 
the second quarter ending December 31, 2007.  
Pension funds total approximately $26 million. 
 

 

Interest Earnings 
Total interest earnings amount to $1.89 million as 
compared to prior year third quarter ending March 
31, 2007 interest earnings of $1.76 million. Year-to-
date (Fiscal Year 2007-08) interest income totals 
$5.48 million for all City funds as compared to $4.98 
million at the same time last year.   
 
Interest earnings are distributed to all City funds, on a 
monthly basis, in proportion to actual cash balances 
maintained in each fund.  
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Cash with Fiscal Agent 
Cash with Fiscal Agent for the City includes: 
• Assessment District 95-1 (Street Improvement Program) to 

finance the rehabilitation of streets within the City of San 
Clemente. 

• Negocio Certificates of Participation (Negocio Building) to 
finance purchase of a commercial building for use by the 
City’s Public Works and Community Development 
departments.  

• Assessment District 98-1 (Laing Forster Ranch) to finance 
public improvements within the Forster Ranch 
development. 

•  Assessment 99-1 (Underground Utility Assessment 
District) to finance the construction and acquisition of 
underground electrical and communication facilities within 
the district.  

 
 (Reference Official Statements and City’s Debt Policy) 

 

 

 
 
 
 
 
Investment Portfolio Diversification 
The portfolio is well diversified and is in compliance with 
the City’s diversification guidelines contained in the 
City’s Investment Policy. The pie chart outlines the 
current percentage distribution of the investment portfolio 
and the maximum allowable percentage is shown in 
parenthesis. 
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Investment Portfolio Comparison 
The Investment Portfolio bar chart outlines changes 
from the prior quarter, by investment type: 
 
• Certificates of Deposit:  None outstanding. 
• LAIF: Increase from $22.0 million to $38.3 

million. Interest rate 3.62% (down from 4.73%). 
• Money Market Mutual Funds: decrease from $2.1 

million to $0. 
• Commercial Paper:  Decrease from $4.9 million 

to $2.4 million. 
• Medium Term Notes: Decrease from $18.9 

million to $14.1 million. 
• Banker’s Acceptances:  None outstanding. 
• Repurchase Agreements: None outstanding. 
• Federal Agency Securities:  Purchase of $16.3 

million. Maturity/Sale/Call of $17.8 million to 
$74.8 million. 

• Treasury Securities: Purchase of $8.4 million. 
Maturity/Sale/Call of $9.9 million to $28.4 
million. 
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Treasury Yield Curve for March 31, 2008 and 
December 31, 2007:  
 
 

 December 31, 
2007 

March  31, 2008 

3 Month 3.36 1.38 

6 Month 3.49 1.51 

2 Year 3.05 1.62 

5 Year 3.45 2.46 

10 Year 4.04 4.45 

30 Year 4.45 4.30 

   
 
 
 
 
The Yield Comparison chart provides a comparison 
of the City’s current yield to the 3 and 6 month 
Treasury Bills, LAIF, BA’s (60-day), Commercial 
Paper (60 day), and average Money Market rate.  
Monthly yield 4.17%. 
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Total Return 
The City also monitors the portfolio’s total return 
which includes interest earnings as well as unrealized 
gains or losses in market value.  The City then uses 
the Merrill Lynch 1–3 year treasury-agency index as 
a benchmark for measuring relative risk and return 
with full recognition that returns can and will vary 
from those of the index due to the portfolio’s 
priorities of providing sufficient liquidity and 
matching maturing investments with known 
liabilities. This will result in differences from the 
index.  At March 31, 2008, the Merrill Lynch 
treasury-agency index was 3.85% and treasury index 
was 3.13%.  Total return for the City’s portfolio was 
0.81%.(RETURNS FROM MERRILL LYNCH 
UNAVAILABLE) 
 
The San Clemente Yield chart outlines the City’s 
yield history for the past 6 months.  Current yield 
equals 4.17%. 
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Investment Policy Compliance 
Authorized Investments: The Investment Portfolio 
Details - Investments report, lists each type of 
investment that currently makes up the City’s 
portfolio.  These investments are in compliance with 
section 4.7 of the City’s Investment Policy.  The 
following investment types also have certain 
restrictions or requirements: 
 
 
 
 
 
 
 
• Commercial Paper - Commercial Paper must be 

rated A1/P1 and the issuing U.S. corporation 
must have an A rating or better 

 
 
 
 
 
 
• Money Market Mutual Funds - Must be rated 

AAA by major rating agencies. All investments 
are in securities authorized in Section 4.7.1 of the 
Investment Policy. 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

Commercial Paper 
Issuing Corporation Short Term Rating 

S&P/Moody’s 

GE Capital Corp A1+/P1 

                       
 
 
 
 

Money Market Funds 
Money Market Fund Agency Rating 

AIM AAA/AAA 
Federated AAA/AAA 
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• Medium Term Notes – Medium Term Notes meet 

the criteria as established in Section 4.7 of the 
City’s Investment Policy.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Market Value:  Section 4.11 of the Investment Policy 
requires that the portfolio be “marked-to-market”.  
Market values are obtained from Union Bank of 
California Trust Department and FT Interactive and 
do not include LAIF. 
 

 
Medium Term Notes 

Issuer Agency Rating 
(Moody’s/S&P) 

GE Capital AAA/AAA 
Bank One AA2/AA- 
Wal-Mart AA2/AA 

Wells Fargo Bank AA1/AA+ 
Bayerische Landesbank AAA/AAA 

Merrill Lynch AA3/AA- 
Goldsman Sachs AA3/AA- 

Berkshire Hathaway 
Finance Corp 

AAA/AAA 

CIT Group, Inc A3/A- 

SBC Communications A2/A 

 
 

 
Market Value 

Book Value Market Value (including 
accrued interest) 

$161 Million $165 Million 
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Maturity Diversification: The primary consideration 
in obtaining maturity diversification is to match 
investment maturities to the City’s cash flow 
schedule and to maintain adequate liquidity to meet 
the City’s operating needs.  A Cash Flow Schedule is 
included as an attachment to this report.   
 

 
 

Maturity Diversification 
Maturity Dates Actual 

Percentage 
 

Authorized Percentage 
(Investment Policy) 

2 Years 50% 100% 
2 - 5 Years 50% 50% 
5+ Years 0% 0% 

 
 

 
 

 
 
The Maturity Distribution of Securities Held chart 
shows the percentage of maturities that will occur 
within the specified time frames. 
 
 
The Maturing Investments report outlines all 
maturing investments March 31, 2008 through 
January 3, 2013; however, this report does not 
include LAIF, Mutual Funds or cash since these are 
available immediately. The average days to maturity 
at March 31, 2008 equals 343 days or 11.43 months. 
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Current Yield: The annual rate of return that an 
investor purchasing a security at market value would 
realize based on the interest payments received.  
 
Effective Duration: The consideration in obtaining 
the investment’s duration is to disclose interest rate 
risk when an investment is exposed to fair value 
changes arising from changing interest rates based 
upon the present value of cash flows, weighted for 
those cash flows as a percentage of the investment’s 
full price. The average maturity and/or call based on 
changing interest rates on the City’s portfolio is 0.88 
years. 
 
 
 

Effective Duration – March 31, 2008 
 

Investment Type Book Value 
Current 
Yield 

Effective 
Duration
(Years) 

LAIF $38,267,930.35 3.62% 0.00 
Medium Term Notes $14,068,838.28 3.19% 1.27 
Commercial Paper – Discount $2,443,563.19 2.79% 0.09 
Federal Agency Issues – Coupon $74,835,283.19 2.91% 1.12 
U.S. Treasury – Coupon $28,404,579.90 1.78% 1.27 
Total $158,020,194.91 2.90% 0.88 
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Total Investment Portfolio 
As of fourth quarter ending June 30, 2008 the total 
investment portfolio, including cash, amounts to 
$162 million (book value) with a current yield of 
3.70% as compared to $161 million and 4.17% for 
the third quarter ending March 31, 2008.  Pension 
funds total approximately $24 million. 
 

 

Interest Earnings 
Total interest earnings amount to $1.50 million as 
compared to prior year fourth quarter ending June 30, 
2007 interest earnings of $1.8 million. Year-to-date 
(Fiscal Year 2007-08) interest income totals $6.9 
million for all City funds as compared to $6.8 million 
at the same time last year.   
 
Interest earnings are distributed to all City funds, on a 
monthly basis, in proportion to actual cash balances 
maintained in each fund.  
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Cash with Fiscal Agent 
Cash with Fiscal Agent for the City includes: 
• Assessment District 95-1 (Street Improvement Program) to 

finance the rehabilitation of streets within the City of San 
Clemente. 

• Negocio Certificates of Participation (Negocio Building) to 
finance purchase of a commercial building for use by the 
City’s Public Works and Community Development 
departments.  

• Assessment District 98-1 (Laing Forster Ranch) to finance 
public improvements within the Forster Ranch 
development. 

•  Assessment 99-1 (Underground Utility Assessment 
District) to finance the construction and acquisition of 
underground electrical and communication facilities within 
the district.  

 
 (Reference Official Statements and City’s Debt Policy) 

 

 

 
 
 
 
 
Investment Portfolio Diversification 
The portfolio is well diversified and is in compliance with 
the City’s diversification guidelines contained in the 
City’s Investment Policy. The pie chart outlines the 
current percentage distribution of the investment portfolio 
and the maximum allowable percentage is shown in 
parenthesis. 
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Investment Portfolio Comparison 
The Investment Portfolio bar chart outlines changes 
from the prior quarter, by investment type: 
 
• Certificates of Deposit:  None outstanding. 
• LAIF: Decrease from $38.3 million to $29.9 

million. Interest rate 2.78% (down from 3.62%). 
• Money Market Mutual Funds: None outstanding. 
• Commercial Paper:  Decrease from $2.4 million 

to $0. 
• Medium Term Notes: Decrease from $14.1 

million to $0. 
• Banker’s Acceptances:  None outstanding. 
• Repurchase Agreements: None outstanding. 
• Federal Agency Securities:  Purchase of $29.4 

million. Maturity/Sale/Call of $9.7 million to 
$94.5 million. 

• Treasury Securities: Purchase of $9.2 million. 
Maturity/Sale/Call of $2.0 million to $35.6 
million. 
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Treasury Yield Curve for June 30, 2008 and March 
31, 2007:  
 
 

 March 31, 2008 June 30, 2008 

3 Month 1.38 1.90 

6 Month 1.51 2.17 

2 Year 1.62 2.63 

5 Year 2.46 3.34 

10 Year 4.45 3.99 

30 Year 4.30 4.53 

   
 
 
 
 
The Yield Comparison chart provides a comparison 
of the City’s current yield to the 3 and 6 month 
Treasury Bills, LAIF, BA’s (60-day), Commercial 
Paper (60 day), and average Money Market rate.  
Monthly yield 3.70%. 
 
 
 
 
 
 
 
 
 

 
 
 

 
 

 

  
 

 

1.90%
2.17% 2.63%

3.34%
3.99%

4.53%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

3 Month 6 Month 2 Year 5 Year 10 Year 30 Year

Yield Curve

1-Mar-08 30-Jun-08

1.90% 2.17%
2.78% 2.65%

2.37%

1.00%

3.70%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

3 Month
T-Bill

6 Month
T-Bill

LAIF Banker's 
Acceptance     

(60 day)

Commercial 
Paper

(60 Day)

Money Market City of SC

Yield Comparisons



CITY OF SAN CLEMENTE – INVESTMENT REPORT Fourth Quarter Ending June 30, 2008

 

  
7 

Total Return 
The City also monitors the portfolio’s total return 
which is the sum of all investment income plus all 
changes in the capital value of the portfolio. The City 
uses the Lehman Brothers US Agency and Treasury 
indexes as benchmarks for measuring relative risk 
and return with full recognition that returns can and 
will vary from those of the index due to the 
portfolio’s priorities of providing sufficient liquidity 
and matching maturing investments with known 
liabilities. This will result in differences from the 
index.  At June 30, 2008, the Lehman Brothers US 
Agency index was 2.37% and Treasury index was 
3.24%.  Total return for the City’s portfolio was 
3.40%. 
 
The San Clemente Yield chart outlines the City’s 
yield history for the past 6 months.  Current yield 
equals 3.70%. 
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Investment Policy Compliance 
Authorized Investments: The Investment Portfolio 
Details - Investments report, lists each type of 
investment that currently makes up the City’s 
portfolio.  These investments are in compliance with 
section 4.7 of the City’s Investment Policy.  The 
following investment types also have certain 
restrictions or requirements: 
 
 
 
 
 
 
 
• Commercial Paper - Commercial Paper must be 

rated A1/P1 and the issuing U.S. corporation 
must have an A rating or better 

 
 
 
 
 
 
• Money Market Mutual Funds - Must be rated 

AAA by major rating agencies. All investments 
are in securities authorized in Section 4.7.1 of the 
Investment Policy. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Commercial Paper 
Issuing Corporation Short Term Rating 

S&P/Moody’s 

None Outstanding  

                       
 
 

Money Market Funds 
Money Market Fund Agency Rating 

AIM AAA/AAA 
Federated AAA/AAA 
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• Medium Term Notes – Medium Term Notes meet 

the criteria as established in Section 4.7 of the 
City’s Investment Policy.   

 
 
 
 
 
 
Market Value:  Section 4.11 of the Investment Policy 
requires that the portfolio be “marked-to-market”.  
Market values are obtained from Union Bank of 
California Trust Department and FT Interactive and 
do not include LAIF. 
 

 
Medium Term Notes 

Issuer Agency Rating 
(Moody’s/S&P) 

None Outstanding  

 
 
 
 
 

Market Value 
Book Value Market Value (including 

accrued interest) 
$162 Million $164 Million 

 
 

 
 
 
 
 
Maturity Diversification: The primary consideration 
in obtaining maturity diversification is to match 
investment maturities to cash flow dates to reduce the 
need to sell securities prior to maturity, thus reducing 
market risk.  Included in the calculation of actual 
percentages are expected calls and the LAIF balance 
as of 6/30/08. These amounts have been included to 
show that the City maintains adequate liquidity to 
meet the City’s operating needs.   
 

 
 
 
 
 

Maturity Diversification 
Maturity Dates Actual 

Percentage 
 

Authorized Percentage 
(Investment Policy) 

2 Years 66% 100% 
2 - 5 Years 34% 50% 
5+ Years 0% 0% 
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The Maturity Distribution of Securities Held chart 
shows the percentage of maturities that will occur 
within the specified time frames. 
 
 
The Maturing Investments report outlines all 
maturing investments June 30, 2008 through January 
3, 2013; however, this report does not include LAIF, 
Mutual Funds or cash since these are available 
immediately. The average days to maturity at June 
30, 2008 equals 447 days or 14.9 months. 
 

 
 

 
Current Yield: The annual rate of return that an 
investor purchasing a security at market value would 
realize based on the interest payments received.  
 
Effective Duration: The consideration in obtaining 
the investment’s duration is to disclose interest rate 
risk when an investment is exposed to fair value 
changes arising from changing interest rates based 
upon the present value of cash flows, weighted for 
those cash flows as a percentage of the investment’s 
full price. The average maturity and/or call based on 
changing interest rates on the City’s portfolio is 1.07 
years. 

Effective Duration – June 30, 2008 
 

Investment Type Book Value 
Current 
Yield 

Effective 
Duration
(Years) 

LAIF $29,912,627.89 2.78% 0.00 
Federal Agency Issues – Coupon $94,520,592.02 3.80% 1.29 
U.S. Treasury – Coupon $35,606,402.92 2.49% 1.40 
Total $160,039,622.83 3.32% 1.07 
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