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STAFF REPORT 
TO:  HONORABLE MAYOR AND COUNCILMEMBERS   

FROM: PAUL L. RODRIGUES, FINANCE DIRECTOR  

DATE:  APRIL 6, 2021 

SUBJECT: SECOND QUARTER ENDING DECEMBER 31, 2020 FY 2020/21 INVESTMENT 
PORTFOLIO REPORT  

 
RECOMMENDATION 
 
It is recommended the City Council accept the City Investment Portfolio Report for the second 
quarter (October, November, December) of the fiscal year ending June 30, 2021 (FY 2020/21). 
 
BACKGROUND 
 
Pursuant to section XIII of the City of Clayton Investment Policy, the Finance Director is required to 
submit a quarterly investment report to the City Council.  This quarterly report is also designed to 
meet the local agency reporting requirements outlined in California Government Code section 53646.  
The FY 2020-21 second quarter report is provided herein.   
 
The City’s Investment Policy guides staff and its advisors for all investment activities.  Permitted 
investment activities are primarily governed by state law (California Government Code sections 
53600-53610) and the City’s adopted Investment Policy.  The City’s Investment Policy is consistent 
with state law and is designed to be more restrictive for the purpose of added safety and liquidity, 
which take precedence over yield.  Section XVI of the Investment Policy states it shall be periodically 
reviewed by the City Treasurer and the City Council to ensure its consistency with the overall 
objectives of preservation of principal, liquidity, and return on investments, along with its relevance to 
current law, financial and economic trends, and to meet the needs of the City.  The policy was last 
amended by the City Council, following recommendation by the former Finance Manager and City 
Treasurer on November 20, 2018 to add the California Asset Management Program (CAMP) as an 
authorized investment type. The Policy was last reviewed on November 17, 2020. No revisions to 
the Policy are being recommended at this time. 

 
 

DISCUSSION 
 
With the second quarter of the 2020/21 fiscal year complete, year-to-date interest earnings for 
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the General Fund are $43,487 or 43% of forecasted General Fund interest revenues per the FY 
2020-21 adopted budget of $100,000. With 50% of the year complete, General Fund interest 
revenues are $6,513 lower than the year-to-date budget estimate of $50,000. City-wide 
investment earnings solely attributable to pooled investments (i.e., not related to cash with fiscal 
agents such as bond proceeds) through the second quarter of FY 2020/21, totaled $116,364.   
 
This quarter, the highest yielding investment type, investments in certificates of deposit, 
government agency bonds, and corporate bonds and notes comprised approximately 71% of 
the portfolio with a collective weighted average interest rate of 1.69%.  Deposits held with pooled 
investment accounts at CAMP and LAIF, making up 16.3% of the portfolio, with weighted 
average interest rates of .12% and .54% respectively were the second highest yielding 
investment type. 
 
The market value of the total investment portfolio was $14,827,383, which is $261,022 higher 
than total carrying value as of December 31, 2020. Currently, the estimated market value 
exceeds the cost of securities in the investment portfolio due to the City’s heavy investment in 
two-to-five-year fixed income securities during the last year at rates averaging higher than 
current rates. The increase in market value demonstrates how the cautious nature of the City’s 
investment strategy mitigates the risk of the City incurring large unrealized losses during market 
retractions.  On the other hand, given less risk exposure, more predictable and modest 
investment returns will be realized following this same strategy. 
 
While the earnings outcome of the second quarter of FY 2020/21 are lower than budgeted 
expectations, management is also expecting that investment income will continue to decline over 
the next several quarters of the fiscal year as the Federal Reserve cut interest rates to zero in 
March 2020. In September 2020 it was announced that rates would be kept in the range of 0.0% 
to 0.25% until 2023. Accordingly, we expect many of the investments purchased at higher yields 
will be called and replaced with lower yielding investments in CD’s and government obligation 
instruments in the remainder of this fiscal year.  
 
The City of Clayton Investment Portfolio was managed in accordance with the City’s Investment 
Policy.  Furthermore, the City’s cash management program provides sufficient liquidity to meet 
the next ten months expenditures.  The attached City of Clayton Investment Holdings Summary 
– Second Quarter of Fiscal Year 2020-21 (Attachment 1) provides additional analysis and the 
specific investment reporting criteria required by California Government Code section 53646.    
 
FISCAL IMPACT 
 
The acceptance of this report has no direct fiscal impact to the City of Clayton.   
 
 
Attachments:   

1. City of Clayton Investment Holdings Summary – Second Quarter of Fiscal Year 2020/21 (October 1, 2020 – 
December 31, 2020)  








