
CITY OF LAGUNA BEACH INVESTMENT REPORT 
FEBRUARY 2023 

BACKGROUND 
The City Council delegated the investment authority to the City Treasurer and directed her to prepare a monthly report for the investments in accordance 
with the Investment Policy and California Government Code 53646. Accordingly, the report (Attachment 1) is presented at a public meeting and is 
available to the public on the City of Laguna Beach website. The transaction history required by California law is provided in the Custodian Statement 
(Attachment 2). 

DISCUSSION 
At Februaiy 28, 2023 Cash and Investments totaled $135.9 million dollars. During February the portfolio decreased $2.4 million dollars due to 
operating and debt service expenses. The City Treasurer ce1iified that the month end portfolio complied with the Investment Policy. She fi.niher 
certified that there was sufficient liquidity to meet the City's forecasted expenditures for the next six months. 

The federal government rapidly increased interest rates during 2022. Consequently, investments purchased at lower interest rates have a holding value 
that was less than par but will return the principle when they mature and are very safe, high quality investments. Interest was earned based on the 
stated rates that reflected the market rate on the day of purchase. 

The dramatic interest rate increase can be seen in the City's benchmark 2-year treasury bill that was 0.78% at the start of January 2022 but was 4.81 % 
Februaiy 2023. Generally Accepted Accounting Principles require that investments must be marked-to-market rates annually for the Annual 
Comprehensive Financial Repo1i. The resulting accounting adjustment will not impact operations, budget or cash. 

The Investment Policy encourages a Buy and Hold investment strategy and has the following objectives, in order of priority. 

Safety: The highest priority objective was achieved by investing in high quality securities that will return the invested principle plus interest when 
they mature. Investments included Federal Agency securities, the California pooled investment fund (LAIF), medium-term corporate notes or 
Municipal Bonds rated A or better, Ce1iificates of Deposit and certain supranational securities with a AAA ratings. 

Liquidity: The first installment of the property tax was primarily used for strategic land acquisitions, 31796 South Coast Highway (former St. 
Catherine's school) and 30516 South Coast Highway, rather than today's high yielding market rate securities. Adequate funds were set aside for 
budgeted operations. A $20 million inflow for the management of Alisos Beach and property taxes ai·e expected during the next two months. 

Yield: The average yield was lower due to the limited cash flows available to invest at today's high interest rates. The average of the current yield 
from custodial statements was 1.49% while the benchmark 2-year T-Bill was 4.81%. March 2023 investments had an average interest rate of5.48%. 
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