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City of 
Laguna Beach

Cash and investments were 
$62,821, 885 at December 31, 
2011.  The balance is $6,646,969 
higher than the prior year.

Cash increased over November 
primarily due to the December 
property tax receipts.

Trustee-held investments are 
bond reserves that may be used 
to pay the debt service if 
property owners become 
delinquent on their debt. No 
district reserves were used to 
pay bondholders.  

At the end of February and 
August, the City sends the 
Trustee amounts collected from 
property owners in the district.  
The trustee uses the funds to pay 
bond principal and interest.

The assessment district bonds  
are not direct obligations of the 
City.
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City of 
Laguna Beach

December 31, 2011 Yield:

Laguna Beach portfolio yields 
continued to exceed the benchmark 
2 year U.S. Treasury note in every 
month during 2011. 

Market conditions at December 31, 
2011 approximated the prior quarter 
end.  

In the 3rd quarter, the US 
government was downgraded. The 
resulting monetary policy installed 
low interest rates that were 
evidenced by the drop in interest 
rates on US Treasury securities. 

The City invests in securities that are 
both directly and indirectly backed 
by the federal government to ensure 
safety of principal.  The returns on 
these securities has decreased due to 
economic conditions.
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6 Month 1 Year 2 Year 5 Year 7 Year 10 Year 20 Year 30 Year
March 31, 2011 0.17% 0.30% 0.80% 2.24% 2.90% 3.47% 4.29% 4.51%

June 30, 2011 0.10% 0.19% 0.45% 1.76% 2.50% 3.18% 4.09% 4.38%

Sept. 30, 2011 0.06% 0.13% 0.25% 0.96% 1.43% 1.92% 2.66% 2.90%

Dec. 31, 2011 0.06% 0.12% 0.25% 0.83% 1.35% 1.89% 2.57% 2.89%
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Investment Revenue:

It is too early to predict the 
impact of market volatility on 
2011/12 investment earnings, 
however, investment 
programs have contributed 
over $18 million since 2000 to 
fund City operations. 

The average Laguna Beach 
yield has exceeded the 
benchmark rate of return 
since 2006/07.  After that 
fiscal year, the benchmark 
interest rate began to decline.  

Generally, an economic 
environment with declining 
interest rates will cause the 
City portfolio to exceed the 
benchmark.  

The reverse is also true as 
shown in the two charts.  The 
average City yield may rise at 
a slower pace than the 
benchmark 2-year treasury 
note or the state managed 
Local Agency Investment 
Fund (LAIF) depending on the 
portfolio duration.

City of 
Laguna Beach
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11/12F 10/11 09/10 08/09 07/08 06/07 05/06 04/05 03/04 02/03 01/02 00/01 99/00
Avg Laguna Beach Yield at June 30 1.29% 1.49% 1.64% 2.33% 3.96% 4.68% 4.08% 3.42% 2.62% 2.18% 3.83% 5.42% 6.25%

Benchmark 2 Year Treasury 0.25% 0.46% 0.61% 1.11% 2.63% 4.87% 5.16% 3.66% 2.70% 1.32% 2.90% 4.25% 6.38%
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City of 
Laguna Beach

Investment Diversification 
and Portfolio Holdings:

The portfolio was diversified and 
in compliance with the City’s 
diversification guidelines. 

Short-term investments are 33% of 
the portfolio.  These funds will be 
used for current cash flow needs 
and approximately $7 million in 
investable cash. They are invested 
in (a). LAIF; the California Local 
Agency Investment Fund, (b). 
federally sponsored government 
enterprises and (c). FDIC insured 
certificates of deposit.  The CDs 
were placed with banks that have a 
Laguna Beach branch and offered 
an interest rate that exceeded the 
LAIF rate.

Generally, the investable cash 
received late December is invested 
in the following month.

The investments with maturities 
greater than 1 year but less than 5 
years are federally sponsored 
governmental enterprises, 
medium-term corporate notes and 
a State of California taxable 
general obligation bond.
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City of 
Laguna Beach

Cash Flow:

The annual City budget was 
balanced because it 
provided for receipts (blue 
lines) that equaled 
disbursements (red lines).   
However, on a monthly 
basis, the receipts were 
managed to provide 
adequate liquidity for 
budgeted disbursements.

The largest single receipt 
source was property tax 
which was primarily 
received in December and 
April.  

The current year cash 
requirements were similar 
to the prior year with the 
exception of January 2010.  
At the end of that month, 
$10 million was spent on 
the CalPERS liability for 
Police and Fire personnel.

7

Investment Report – Dec 31, 2011Unaudited



Investment Report – Dec 31, 2011Unaudited 8



Investment Report – Dec 31, 2011Unaudited 9


