COUNCIL AGENDA: 06-05-12

CITY OF M | | ITEM: 2.15
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Dennis Hawkins, CMC | >
CITY COUNCIL City Clerk
SUBJECT: SEE BELOW ‘ DATE: 5-21-12

SUBJECT THIRD QUARTER FINANCIAL REPORTS FOR FISCAL YEAR 2011-
2012

RECOMMENDATION

As recommended by the Public Safety, Finance and Strategic Support Committee on May 17,
2012 and outlined in the attached memo previous submitted to the Public Safety, Finance and
Strategic Support Committee:

(a) Accept the Third Quarter Financial Reports for Fiscal Year 2011-2012; and

(b)  Adopta reso]utlon authorizing the Director of Finance to write off uncollectible debts in
an amount up to $541,974.74.
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SANJOSE . Memorandum

CAPITAL OF SILICON VALLEY .

TO: PUBLIC SAFETY, FINANCE AND  ~ FROM: Julia H. Cooper
STRATEGIC SUPPORT COMMITTEE

SUBJECT: THIRD QUARTER FINANCIAL DATE: May 3,2012

REPORTS FOR FISCAL YEAR
20112012

,Approved : //ﬁ/g?/‘_ " Date 6’%4/2,

COUNCIL DISTRICT: City-Wide

RECOMMENDATION

&) Accept the Third Quarter Financial Reports for Fiscal Year 2011-2012.

b) Forward recommendation to the City Council to adopt a resolution authorizing the
Director of Finance to write off uncollectible Debts'in an amount up to $541,974.74.

" OUTCOME
Provide the quarterly update on debt management, investment management and revenue

collection work efforts, and receive approval to forward to City Council recommendation for bad
debt write-off. :

BACKGROUND

The attached Third Quarter Financial Reports for Fiscal Year 2011-2012 presents the Finance
Department’s quarterly activity for the City’s Debt Management Investment Management, and -
Revenue Collection programs. As part of the ongoing effort to streamline work efforts within
the Finance Department, these three reports are combined in one single report for submission to -
‘the Public Safety, Finance and Strategic Support Committee (the “PSFSS Committee”) for its
review and acceptance. A briefnarrative discussion is provided below for all three components
of this quarterly report. Additionally, the Finance Department is charged with the responsibility
of bringing forward periodic listing of bad debt for approval to “write off”. -
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ANALYSIS
This section of the repert is divided into the following sections: Debt Management Pro g‘rafn,
Investment Management Program, and Revenue Collection Program, including Marijuana

Business Tax and discussion of the accounts identified for “write off”.

Debt Management Program

The City’s Debt Management Program is administered in the Treasury Division of the Finance
Department and is responsible for managing the City’s debt issuance and debt administration
activities for all City borrowings (including the Housing Department s Affordable Housing
Program).

The City’s current general obligation bond rating is Aal/AA+/AA+ by the Moody’s Investors
Services Inc., Standard & Poor’s Ratings Services, and Fltch Ratmgs respectively, based on the
‘rating reviews through Apnl 2012.

This Third Quarter Debt Report focuses on the City’s debt activities for the period ended March
31, 2012, and relates to the following elements of the City’s Debt Management Program:

e Completed financings and current portfolio

o Debt issuance and management activities completed
o Current long-term interest rate environment

e Performance of City’s variable rate debt portfolio

The City continues to be recognized nationally for its best practices in debt management and
strong financial management. This respect and recognition that the City has attained from the
national finance community produces significant financial benefits for the City, such as excellent
credit ratings and highly competitive bids for the City’s bond issues.

Investment Management Program

A Quarterly Investment Report for the period ended March 31, 2012 will be distributed
separately to the Mayor and City Council and will be posted on the Finance Department
website'. Pursuant to the City’s Investment Policy, verbal presentations, in addition to the
written reports, are provided to the PSFSS Committee on the Second Quarter and Fourth Quarter
Reports. The materials that are presented in this consolidated report provide a “snapshot” of the
investment portfolio. The report will be agendized for acceptance by the City Council pursuant
to the Investment Policy.

1 http://www.csjfinance.org/ .
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Revenue Collection Program

The Revenue Collection report highlights the key aspects of the City’s ongoing collection efforts.
These efforts focused on reducing delinquent accounts receivable and enhanced revenue
compliance in three primary collection programs: Business Tax, Accounts Receivable, and
Revenue Compliance, and Monitoring. This report provides the highlights of the department’s
collection efforts and summarizes the progress towards meeting our budget collections target of
$2.65 million. Actual collections year-to-date are $9.24 million which exceeds the collection
target by $6.59 million. Additionally, specific information is provided on the Marijuana
Business Tax collections and compliance, and recommended write-offs,

N

Marijuana Business Tax (“MBT”)

MBT Revenue Collection On February 14, 2012 the City Council directed the Finance
Department to include updated information on Marijuana Business Tax collection and
compliance activities in the Quarterly Report. The Marijuana Business Tax (“MBT”) .
revenue generated for the three-month period ended March 31, 2012 was approximately
$1.0 million, which is calculated to include payments received for the December 2011,
January and February 2012 MBT reporting periods. As of March 31, 2012, the year-to-
date MBT collected for FY 2011-2012 was approximately $2.4 million, which is
comprised of $2.3 million in taxes, $65,000 in penalties, and $3,000 in interest.

MBT Compliance Throughout FY 2011-2012, the Administration has continued to
identify a number of marijuana collectives which have failed to comply with San José
Municipal Code (“SIMC”) Chapter 4.66 by failing to submit monthly MBT returns or
remit the MBT. Collectives have been advised that lack of compliance will result in an
MBT assessment with the imposition of penalties and interest. Finance staff continues to
follow-up with non-compliant collectives on a regular and consistent basis in an effort to
enforce compliance and collection of the MBT under SIMC 4.66.

The attached spreadsheets divide marijuana businesses into two categories: Active and
Closed businesses. Each spreadsheet identifies if the businesses filed MBT tax returns in
the categories listed in the table below as of the February 2012 reporting period.

Table 1 — Summary of MBT Payment Categories Businesses / Locations

, - : _ : Active Closed Total
MBT Return Filed / Taxes Paid for all months required 56 7 63
MBT Return Filed*/ Taxes Paid sporadically - 23 15 38
MBT Return Filed as “Zero-Dollar” return 24 8 32
No MBT Return Filed / No Taxes Paid 9 6 15
Not Applicable / MBT Return Not Required to be Filed 0 - 50 50

Total Number of Businesses / Locations 112 86 198
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Write-Offs

Bad Debt Write-Offs In addition to proactively collecting the City’s delinquent
accounts, it is also important to write off the City’s uncollectible. debts to ensure
that the City’s financial statements are reflected accurately. On a periodic basis,
the Finance Department establishes reserves for bad debts to cover potential write-
offs for uncollectable accounts. The bad debt reserves are funded as an estimate of
total billings each year in each revenue category billed. The accounts ‘
recommended for bad debt write-off will be offset by the bad debt reserves that
have been established. :

The annual analysis of the City’s bad debt reserves are conducted by the Finance
Department and reviewed by the City Manager’s Budget Office during the budget
development and Annual Report process. In addition, during the City’s annual
external audit of the City’s financial statements, the City’s external auditors review
the City’s bad debt exposure as well as the adequacy of the bad debt reserves.

As accounts are considered for write off through the City s annual accounts
receivable evaluation process, the following criteria is followed to determine if an
account should be written off as a bad debt

o Debtor has no assets; out of busmess or has no indication of future
_assets;

e Debtor is deceased and has no estate;

" Debtor is incarcerated for an extended or unknown period;

Debtor has filed bankruptcy;

Debtor has “skipped”, moved, or sold property and has no forwardmg

information; or

e Statute of limitations has expired.

It should be noted that such write-offs is not a relinquishment of the City’s claim
for debts due the City. In addition, as a last resort for collecting accounts that are
delinquent and considered for bad debt write-off status, such accounts can be
assigned to the collection agencies under contract with the City to make further
attempts for collection action, in order to exhaust all remedies availableto the City.

Collection Efforts (Post Write=0ff) Even after writing off accounts that are deemed
uncollectible, the Finance Department will continue to pursue collection on these
accounts to the extent legally possible. However, with regards to discharged
bankruptcies, legal cases which were dismissed by the courts and any settlements agreed
upon by the City, the City will not.be able to pursue collection.

Recommended Bad Debt Write-Offs The Finance Department is requesting the PSFSS
Committee to forward the attached list of delinquent accounts, in the amount of
$541,974.74, to the City Council for write-off approval. The majority of the accounts are
Team San José (“TSJ”) invoices totaling approximately $521,000. TSJ manages the San
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José Convention Center and promotes it as a place to hold events and meetings to
corporate, cultural, and many other organizations.

As outlined in the reason fo:f write-off column of the attached list of write-offs, the list
includes accounts that may have received partial recoveries with regards to settlements

and bankruptcies. For example, Team San José received $355,064.82 from the American |

. Musical Theatre; the remaining balance of $439,323.33 is uncollectible and needs to be
written off. TSJ has been working to locate and bring businesses compliant with mixed
results. Many of the businesses are no longer in operation, have been nonresponsive, and
some business owners have filed Chapter 13 (bankruptcy). Lastly, some invoices were
sent to the Finance Department for proactive collection actions. As a result of all of these
actions, the Finance Department has deemed it necessary to forward some of the invoices
to Council for write-off approval

EVALUATION AND FOLLOW-UP

The Fmance Department prepares on a quarterly basis this report for review and approval by the
PSFSS Committee. The recommendations for bad debt write-off is prepared and presented to the

' PSFSS Committee in a periodic, as needed basis for its review and approval.

Staff from the Finance Department will be available to answer questions on the Third Quarter
Financial Reports for Fiscal Year 2011-2012 at the Public Safety, Finance and Strategic Support
Committee meeting on May 17, 2012,

PUBLIC OUTREACH/INTEREST

This item will be posted on | the City’s website for the PSFSS Comrmttee meeting on May 17,
2012.

[.] Criterion 1 Requires Council action on the use of pubiic funds equal to $1 million or
greater. (Required: Website Posting)

[] Criterion 2: Adoption of a new or revised policy that may have imp‘lications for public
* health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

[1 Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)
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COORDINATION

This memorandum has been coordinated with the City Attorhey’s Office.

CEQA

Not a project

/J\l W

LIA H. COOPER
cting Director of Finance

Attachments
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X =MBT Return Filed / Taxes Paid
X-$0 =MBT Return Filed as "Zero-Dollas* Return
= No MBT, Return Filed / No Taxes Paid
N/A = Not Applicable  MBT Returit Not Required ta be Filed

San José Marijuana Businesses.
Marijuana Business Tax Filings and Payment Detail
March 2011 - February 2012
Active Businesses / Locations

Updated 4127/2012 -

Buslness Name

Business Address
?

Locafion

April
2011

May - June . Augusf
2091 . 201 ; 2014

Soptember
2011

November
2011

Bacember
01

January
012

February
o112

COMMENTS

b oo

Que 57312011

Due 6/30/2011] Due 8/1/201 Bue 53072011

A Better Way Collective

Ssn José, CA 95136

¥
3851 Charter Park Drive; Ste Q

MET-RETURN FILED { TAXES-PAID.EOR

X

e 4i2/2042)

All Bay Cooperalive

351 Lincoln Avenue
San José, CA__ 95111

Altemative Natural Remedies

2400 Manterey Road
San José, CA_ 95111

Amsterdam’s Garden

2170 The Alsmeda
San José, CA_85126

ARG Healing Center Cooperative Inc.

6 CA 95112

€85 W. Julian Street ~

Betier Health Group af San Jose, Inc.
dba: Revolution Health Center,

1621 Almaden Road
San Jose, CA 95125

Bigalow's Compassionata Care Delivery Service

1346 The Alameda #143
San Jose, CA 95128

Blue Sky Care Cenler

3039 Monterey Road
San Jose, CA_ 95111

California Care Colleclive

561 Stockton Avenue
San José, CA 35125

Care Glvers of San José

5701 Condor Circle
San José, CA 95118

Cinnabar Health, LLC

910 Cinnabar Street
San José, CA_ 95128

Digital Pie .
dba; Holislic Pain Menagement Institite {HPMD)
Elemental Wellness

'[1850 8. 10th Street #14

San José, CA_ 95112

711 Charcot Avenue
San José CA 95131

Emerald Crossings

560 E. Gish Road; Ste B
San José, CA_ 95112

Garden House Remedies

156 §. Jackson Avenus
San José, CA 95116

Golden State Care Collective

20 N st Street |
Ssn José, CA 95112

Greenlight Management, tnc -
dba: SVCare

1711 Hamitton Avenue; Ste B
San Jose, CA 95125

Harborside of San José
dba: Herborside Health Center of San José

2108 Ringwoed Avenle
San José, CA 96131

Holistic Health Care Co-op (HHCC)

88 Tully Road; Unit 107
San José CA 95111

Holistic Herbal Healers

5406 Thorrwood Drive
Sap José, CA 95123

John Bartolero

P. Q. Box 1133
Freedom, CA 95019

Leaf Lab

855 Commerdial Street
San José, CA 95112

Magic Health Inc

1999 Monterey Hwy.; Ste 100
San Jose, CA 95112

MedMarts, Inc. .
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1851 Little Orchard Strest
San José, CA 95125

MedMar Heallng Center
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170 8. Autumn Street
Sen José, CA 95110

Meridien Herkal Patients Co-op Inc (MHPC)

455 Meridisn Avenue
San José, CA 95128

Natural Herbal Pain Refief

519 Parrott Street
San José, CA 95112

Nirvana Weliness Center

1855 O'Tool Lane
San José, CA 95131

Northern Galifornia Natural Collective

973 Park Avenue
San José, CA 95126

Ocesn View Organics {OVO)

2081 Bering Drive; Ste Y
San Jose, CA 95131

Paltistive Health Center

1870 Zanker Road
Sen José, CA 95112

Palients to Patlents Group

996 Saratoga Avenue
SanJosé, CA_ 95129

Platinum Soclety

1174 Lincoln Avenue #11
San José, CA_95126

San Jos¢ Medicinal Graup

52 S. 1st Street; Ste 220
SanJosé, CA__ 95112

93 N. 14th Streel; Ste 4

Santa Cnz Naturally

San José, CA_ 95112
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’ San José Marijuaha Businesses
Marijuana Business Tax Filings and Payment Detail
March 2011 - February 2012
. Active Businesses f Locattons
Legend T
X =MET Returm Filed ) Taxes Paid
[X$0 «MBT Retarn Filed as "Zero-Dollar” Return
N =No MBTReturn Filed 7 No Taxes Paid
N/A_= Not Applicable ! MBT Return Not Required to be Filed .
Business Name ‘ Busfne“l:::::: :,;;1" 2’:3 - ;: : 2’_’:;{ ! A.;;‘;“ "a;;;:b" COMMENTS
- Due 5/31/2011] Due 6/30/2011f Due 8/172011| Due §/31/20441 Dus 5/30/2011 Due 1/3/2012} Due 4/32012] Due 173172012,
Senst Herbal Care . gl : fsf”éi‘ 5113 x X X x X x X x X
Simply Cheonlc Healing Coop, tnc. g‘; ?:2’ Rc‘fd o120 X T x x X X X X X X
i R N N S N R :
South Bay Agolhiecary Cllective, Inc {SBAC) 4307 Concour o o X X X X X X X X x
South Bay CRG (Ct srate Rellef Collective) ggnsj‘;i‘éogf 2’;’;’;5‘6 202 X x x X X X X X, ° X
South Bay Healing Center, Inc g’; f:?“’g; A‘ég’{z“‘g Stat4d X X X x X X X X X
South Bay Netural Remedies g“ig:g"g”; ; Vf% 1 NA NiA NiA NIA NA NIA x
The Bud Barber ' gfzfie”(‘:’fds%‘;g X x X x X X X X X X x
The Portal Herbat Health Co o Ringwood Coutt Unit 100 b X X X X
Theraleaf Careness CooPl_araﬁve 608 Sara_toga Avenue; Ste D X X X X X
_ [dba: San .!ose R eljab Clinic San José, CA 85129 -
g i e TSn e e x | x| o« x x x| x |
TriValley Wellness San Jose é‘ﬁ i::tgxeeés 12 X X x X X X X X X
;’L‘:“gf; !M:d‘ca' Supply, LLC ‘;Z’loi‘zeé‘i C;?U’; Blvd WA NIA NiA” NIA NIA NIA X X P )
m&fmlna e Lotus Patient Center) 1823?1 I.\l'é:g,cés:n&%‘ﬁgle‘ St X X X X X X X X X
e 1B B Friauing sypieil NiA A i NiA x x| ox x X
Y;g’ig‘g‘z‘.‘al 50401 S Caplal Avenue #11 NI NA NiA NA NA X X X X
\ber YE Saratog St 1D X X x x x X X X x
= SR Sk e MBTREIURN FILED F-TAX o
408 Collective - Aisllo Son JQLE.“"C‘Z“"S'S : 1‘: ] X x X X- x’ X X N N
408 Collective - Bascom |25 5. Bascom Avenu X x x x X X N N
Compassionate Cara Clinics g:i e T e NIA NIA A NA X-$0 X X X x
dD:;ty}-ﬁwg}?lfS‘tlan:davds Medical Coltective - gﬁ‘ﬁgg O&S';?‘:1 o] X X X x X X X N- N
Frog Defiveries & Frog Callective gii Rg;’ex“é;"“gr;‘;:""e # X x X X-$0 X-$0 X-50 X 30 X-$0
S S T = [ = 3 - s
Green Access Corp gaaie Jz‘fecﬁ"";s 1 X X X X-30 X-$0 N N N
?!::BQJF r::t?:nr?s Group g::‘ 32:? lé:'egaze X =X X X X X X X
Hollstic Remedies Cooperative ;7;11 st?”(‘:i"'g’s' 12 X X X X X X-50 N N
:::m&z:& Gardens giingéza A o12h X X X x x X X N
NorCal Care N X-$8 X-$0 x x x X - x X
Organic Demeter Gorp - gﬁej"&s‘g&wgg?f 400 X X X X-50 X-$0 x X N
Other SFde of tha Fence 12‘:16 l}ge Al:img:g'am X X X X X X

Page 2
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San José Marijuana Businesses
Marijusna Business Tax Filings and Payment Detail
March 2011 - February 2012

Active Businesses / Locations

Legend
X =MBT Retum Filed/ Taxes Paid

X3G =MBT Return Filed a5 “Zero-DoXar” Returnt
N = NoMBT Return Filed / No Taxes Paid

N/A = Not Applicable / MBT Return Not Roquired to be Filed. >
e So—— G BT | omm || e | v o | | o | e | S comens
Due 5/2/2011]| Due 5£31)2091] Due 8/30/2011| Due 8/1/2011{ Dus 8/31/2011 Due §/30/2614] Due 16/34/2011] Due 1143072043} Due 17372012} Due 173£2042] Dus 1/31]20123 Due 4/2/2012

Perinsula Gare Givers Inc. B o 03 X (78 NIA NiA NiA NA MA MA NA wA | Nm WA
Rehab420 g'anoﬁnB:; 2;133‘;5 5 X X X-3$0 X x X X X X N N
San Jose Bay Leaf - Senter gﬁf:;“%’ f"ggm NIA NFA wa | wa X-$0 X-$0 X-30 x x X X x
San Jose Bay Leaf - Tully o T e itz NIR NIA NIA na | X-so X-$0 X-$0 NA X NA x x-
Fol i A = x| x [ x [ x [ x [ x | x | x [ x| x| x |xm
e S B | w [ w | w [ w | x| x [ x| x| x
e RS | w [ xw | xw | xw | xw | x| x | x| x| = x| %
::.:-) igL;g:som Hifls g;%::ﬂgxag?% NIR NiA A NA X-s0 X-30 X X X X X
{Vogajuana Studio oot Almaden Road, ks NA NIA NiA NA NiA NA X X N N N
; i A MBTRETURN FILED 'AS "ZERO:-DOLEARE RETURN

g’)‘ :ﬁ'g" Cannaki ;Z?JO S;"éi“‘;‘;’;‘f X-50 X-$0 X-%0 | X-$0 X-$0 X-$0 X-50 X-30 | X-$0 -0 X-$0
All Herbal Remedies 359 Phelan Averue SteA X-56 | X-50 x-s0 | x-s0 | x-so | x-s0 x-50 | -X-30 | x-50 | x-s0 | x-s0 | x-®0
Cal-bed Wellness e s Ayenue A NA 7 MA NiA NA NA na X-%0 | x-s0 | A N
Community, Callectives, A Nenprofit Corporation el J’;gg’é;"“;ms X-350 X-s0 X-50 X-350 X-$0 X-$0 X-$0 X-$0 x-50 | X-s50 N N

" |Getden Leaf, tne. Z\i?gfg‘;“?’gggzg MA wa | wa | owa NIA X-$0 X-30 | x-s0 X-$0 X-506 N N
Green State Collective 0o %:L‘,Zaéi 05061 “X-0 X-s0 X-50 X-$0 X-$0 -|  x-30 X-50 X-$0 X-$0 | X-s0 X-$0 N
Herbal Light Coflective Jop W, Santa Clora Sireet X-$0 X-§0 X-$0 X-30 X-$0 X-30 X-$0 X-$0 X-$0 N N N
Herbs and Splce Wellness Collective o (j:s“"‘g; N e X-30 X-50 X-$0 X-50 X350 X-$0 x-50 | x-56 |} x-30 | x-so N N

“|La Vie pnix lg:.g;’;ge(f:“g’%ss X-$0 X. 50 X- 50 X-50 X-30 X-$0 X-$0 x-$0 X-30 X-30-{- Xx-$0 X-$0
MC Bakes * o J":::‘g’:' g’;’f;u NA NiA MA NIA NA NIA NiA NA ¢ NIA NIA X-$0 x-s0 |
Medical Alternative Concept, Inc. f;ﬁ‘g;‘;fk’%ﬁ; J5A% | x-s0 X-50 X-350 X-50 X-$0 X-$0 X-$0 X-%0. | X-30 | X-so X-50 X-50 -
Pharmiers Health Center Gonperative =S, ﬁaéf";’s‘;jgua #220 X-30 X-50 X-50 X-$0 X-50 X-350 X-50 X-$0 X-$0 | X-%0 X-30 X-$0

" san Jusé Medical Certer ) | X-350 X-50 X-50 |- X-30 X-$0 X-$0 X-$0 X-30 X-50 | X-30 X-$0 X-$0
San José Patients Group 824 The Alsmeda 126 x-3¢ | X-so X-$0 X-$0 X-50 X-50 X-50 X-$0 X-50 | X-30 | x50 | x-%0
Siicon Valley Collective <28 E. San Carlos Streel X-50 X-50 X-$0 X-350 X-$0 X-s0 X-$0 X-$0 x-$0 | x-50 | X-sg0 X-30
SICEGLLC ;:?Ji'f‘é‘;“ Py X-50 X-30 X-§0. | X-30 X-$0 X-30 X350 X-$0 X-$0 | X-so X-30 X-$0
South Valley Farmacy gl%‘:’: Lg‘:azs 138 A NIA A WA NA NA NA A NIA X-$0 X- 30 X-30 -
Statewide ?ffg:;:aggfﬂ;e&m x-$0°] X-so X-$0 X-$0 x-30 | x-so X-50 X-50 X-30 | X-30 X-30 X-50
Superior Herb Farmacy Zifgjg‘fe‘g‘;g; X-30 X-$0 X-50 X350 x-s0 | x-s0 X-30 X-$0 X-50 | x-%6 X350 X-$0
The Herbal Cellective aoooM. Coplial venuei SI2 156 | x-s0 | X-50 X-$0 | X-30 | X-$0 X-30 x-50 f X-3¢ | X-so | x-s6 | x-so | x-s0
The Herbs! Collsctive jsii is?"cia”gz 151’;’“ X-350 X-$0 X-s0 x-s0 - |  x-s0 x-50 | X-s0 X-$0 X-%0 x-%0 X-$0 X-$0
University Ave Wellness Center sy e o wA | wa A NIA NiA NIA NA ] NA x-30 | X-s0 | x-30 N
::;?aYqueSI?n oy Zse mglASl?se:za A NIA WA | Nm NiA NA X-30 X-50 Xx- | x-50 [ x-so | x-so
Ig’bayf;:“;u caMonterer sagff  Monterey g;’q ] A NiA A NiA wa | na NIA NiA NA NIA NA X-$0
Bongard, e - B 307E. Heddlnghgtreet
dba: Silver Creek Collactive San.ose, CA 95112
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fLegend

X =M8Y Retum Filed/ Taxes Pakd

X-$0 = MBT Return Filed as "Zéro-Dollar” Return
N =No MBT Retumn Filed / No Taxes Pald -

Mari]Juana Buslness Tax Filings and Payment Detail

San José Marijuana Businesses

March 2011 - February 2012 -
Active Businesses / Locations

Updated 4/27/2012

N/A_=Not Applicable 'M8T Return Not Required te be Filed

N— sl E A R e —
Due 5212011] Doe 53172011 | Due 6/362011| Dup EA/011| Due S/3172011] Due 030/2011] Due 1072172011 | Dus 11730/2011| Duo F2017] Dus 17372072] Due A12012] Dus 402052
Botartica de Canna gﬁﬁ“ 05‘:20356 - A N/A NZA NA N/A N/A NIA NIA NIA NIA A N
EkoFresh - R Sg? ol nA NA A NiA. A NA WA NA NA NIA N N
Evergreen Patients Collective éaa?)ng!sE"DCI?\m o511t NiA NIA WA NA NA NIA NA WA NIA NIA A N
Green Care Association ey R 152 N N N N N N v N N N - N N
Med Ex Collective & Deliveries 28 Frepch cout 3 NIA N7A 73 NA NR WA NA NA NIA NA N N
Seoop Doc f{mﬁhﬁ;’f . N N N N - N N ‘N N N n N N
South Bay Organie Salutions g‘;ﬁsﬁs“m‘é&;’ P #2858 /A NA A A | WA A A N NrA A “n N
The PineApple Express N N N N N N N N N N N N
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UNAUDITED - Subject to Change Updated 4/27/2012.
San José Marijuana Businesses
Marfjuana Business Tax Filings and Payment Detail
March 2011 - February 2012
Closed Business / Locations
Legend -
X =MBT Retum Filed ] Taxes Paid
X-$0 = MBT Return Filed as "Zero-Dollar™ Return
N =Np MBT Return Filed / No Taxes Paid
N/A = Not Applicable / MBT Return Not Required to be Fled| N
) Business Address B
. . March Aprl! May June July August Beptember Oetober November December January February
Business Name ! Location 2014 2014 2011 2014 2011 2011 2014 2011 2011 2011 “2012 2012 COMMENTS
Due 6/30/2011 | Due 6/472011{ Oue 8/31/2011]_Due 8/30/2011 Due 17312012
MBT RETURN ALED AITAXES PAIDF

1581 Little Orchard Way

X X X X X

Business Rearganized & Name

San José, CA 95122

1630 Oaldand Road; Ste A202

Bey Pacific Care San Jose, CA_95125 X A Nia NiA A A A Change 8/29/2011

| Buddy's Cannabis Patient Collective LLC ;‘;:0 Ji;e;v%n: C;zl(sslvd X X X X X X X NIA NA NA Business Name Change 12/2011
Cal-Med Weflness gff g;oge! A‘g‘;‘:‘;‘: P P X X b x - x Nia NA NIA MA | Business Location Closed 10120+
i’“&i’fﬁ”&?ﬁ’lﬁiﬂ gr;“?::; o s X NA NIA NIA NiA NA . NA N NA A 7 NIA Business Localion Closed 412011
Double Dynamite g::jo”:z Sé‘:eém 12 X NIA NA A NA N/A NA NA NIA . NmA NA NIA Business Closed 412011
Uriversity Ave Wellness Genter | e Meene X x x X X X X b NIA NIA NA | MA | Business Location Closed 112011
Yerbe Buena 2355 Quimby Road x X x x A NiA NIA NA Business Location Closed 812011

SenJose, CA_ 95113

3611 Sonoma Blv

i MBT-RETURN FILED'AS TZERO-DOYLLART RETURN

Batter Health Group of San Jose, Inc. Saa José. CA 95131 X X-80 -Business Location Closed 42011
- - 5N. ; -
Blue Heaven Collective Corporation ;‘:" J;'::‘C"i‘ Avonas #110 X-$0 X X X X X X x NIA NiR NA NIA Business Closed 10/2011
Bongard, inc dba: Siiver Greek Coflective ";g‘:’ | Story ;Roag,sg.;soo NA NiA NA NIA N/A X X x X-$0 NIA Busindss Location Closed 1/2612
- 966 E. Sarila Clara Strest
Botanica de Canna oo Jos % cBA 55118 © NA NIA X x X X .X X X-3$0 NA Business Location Closad 112012
y - 60 d
California Heslth Collective 20 Jiag“’éf"gs - X X X X X X-$0 N X-$0 NA Business Location Closed 112012
Calfornia Natumopathic Agricultural Associafion 2 (CNNAZ) | 2172 StoneAverue; Siet X x X X X-$0 NiA NiA NiA NA A NA - Business Closed 8/2011
6140 Carmina Verde Driv : i
Eko Fresh o Jons g‘; % 1‘31 g X X X X X N N N N N NIA NA Business Location Closed 12/2014
g 2365 Quirnby Road - - - -
Qolden Leaf, Inc. * |son Josd O 9510 NIA X-50 X~ 50 X X A A NiA NIA NiA NrA NA Business Location Closed 772011
N 62 e cad R
Hesbal Laaf Care Callective o2t J';"S’EBC:“ Rod X X X N N N, X N N NA NIA NA | Business Location Closed 112011
Med Ex Collective & Deliveries 2000 Senter Road. o X X X X X X x x N N WA | NA- | Business Location Closad 12012
1837 Monterey Road -
Proper Treatment Son Jose, CA._ 85112 X X X N N N A NA N/A N/A N/A NIA Business Closed 5/2011
Sanctuary Heglth Center gig Jl::;‘.;e g::hgg zsslreel . [ 4 X X x X . x X X X-s0 A Business Closed 212012
South Bay Natural Remedies 282?10.]5:?, h%t: \l\gaS}; 14 X X xX- X X X X X X N N/A Business Location Closed /2012
Soulh Bay Organic Selutions . 2591-1 S. Bascom Avenue .
abe: Organie Soluflons n Jos, CA_95124 X ] X X X X N X - . N N/A NIA Buslness Location Closed 12/2011
Yerba Buena 432 £ Santa Clara Streat X T x x X X X x X-$0 A WA NIA NIA Business Location Clased 11/2011

Business Location Closed 22012

Better Health Group of San Jose, Inc. Valleio, CA 84590 NiA NA . X-$0 ) X-3%0 X-%$0 X-%0 X-%0 X-50 X-30 X-%0 X-$0 X-30
Herbat Leaf Care Collective e o A N/A NA NA NiA NiA A N X-30 | X-$0 X-$0 X-$0 Business Closed 212012

i 1857 Victaria Landing P : N
Herbal Match Son Joss, CA 95132 X-50 x-s0 X-$0 X-$0 X-$0 X-$0 X-$0 X-$0 NA NiA NA NIA Businass Closad 40/2011
R . 10! t § ’
iDragon s S X-$0 X-$0 X-$0 X-$0 X-%0 X-$0 X-$0 X-$0 x-50 | x-g0 X-$0 NIA Buslness Location Closed 1/2012
Kalkush Collective 25129 !S‘ ; 0"’: ES“;ST - x-$0 NIA N/A N/A NA A N/A NIA NiA N/A NA NIA Business Renamed 4/2011

1324 N. 10 Streat y
Malestic Medlcal Center (MMC) San‘?:se c ;’ 9351 12 NA NIA NIA NIA NA x-%0 X-$0 x-$0 X-30 x-30 X-3%0 NIA Business Closed 1/2012 -
- 421 Lincoln Avenue ) . . -Business _ocation Closed /
Marjuana Medical Center (MMC} Son José, CA_ 95126 X-$0 X-50 X-%0 X-$0 X-$0 N/A N/A N NA N/A A NIA Name Change 842011
Mary Jane Cares 1599 Monterey Road: Sle 140 X-$0 A NIA NIA NiA nA A NA NA Buslness Lacation Closed 772011
5 5 NOMEBL:RETURN FILEDY NO TAXES PAl
Canna Cuiture Collective, Inc 3830 Charter Park Drive; Sta A
dba: Canna Culure Collactiva San Joss, CA 95136 4 . N N - N N NIA NA N/A N/A NIA N/A N/A Businass Location Closed 8/2011
. 2570 N. 1st Sireet, Sta 200 .

Hemp Daddy Mobile Dispensary San José, G 98;('13 1 N N N N N N N N N/A A NfA Business Closed 82011
Herbs & Creams Defivery Service 1621 Almaden Read j
dba; Herbs & Croam Care Collecive SanJdosé CA 95125 N N N N N N N N N N N N Business {_ocation Closed 2/2012
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UNAUDITED - Subject to Change

Lagend -

X =MBT Return Flled / Taxes Pald
X-$0 = MBT Retum Filed as “Zero-Datlar” Return
N = No MBT Retum Filed f No Taxes Paid
N/A = Not Applicable / MBT Return Not Required to be Filed

San José Marijuzna Businesses
Marijuana Business Tax Filings and Payment Detail
March 2011 - February 2012
Closed Business / Locations

Updated 4/27/2012

Page2

Baivee e S - -l el Bl el Bl B commenTs
Due _S2/2041} Due 5/31/2011] Due 6/30/2011| Due 8/1/2011] Due 8/21/2011} Du= 9!30[20 !1 Due 10/31/2011] Dua, 11’3%3011 Due 113/2013 Due 1/3/2012] Due 13172012} Due 412/2042
Natural Green Health o Altebery e N N |oN N L' N L S N N N Buslness Location Never Opened
The Green Door San José e ey N N NA A A . NA WA NA MA NIA NA NA Business Closed 52011
Tha Root Celtar Hesith Center 2258 St Roa i N N . A WA NA NiA A WA NA NA NIA Business Closed 4/2011
5 OTARPUCABLE] MBT RETURN NO L REQUIRED,TO BE I T

408 Compassion Genter st NiA NA NA WA 7S R VTS R V7 NiA A NA WA WA | Business Closed Prior to /2012011
A Better Way {Collective) ;5;11 J‘js“é" g"‘gg ;"5"” NIA NA NIA NA WA WA NA wA - | wA NA “Nea "N/A | Business Closed Prior to 372012011 |
Blue Hervest B0 Al ook Bvenue NA NIA NiA NIA WA NA NIA NIA A NIA NiA NIA Business Closed 212011
g::éﬁ:“aﬁfg‘]’l‘;a‘z ;Z if‘st‘cs;mg; 13- NIA MA NA NA NA NA N/A NA NA NIA NiA NA Business Location Never Opened
Cinnabar Heelth i 10 Clmobar Stree! NiA NA NA WA NiA NiA WA A NA NiA NA NiA Business Closed 1212010
Creekside Health Genter 21298, 10 Steeel. . NiA NIA NIA NIA . NA Nra NIA NA- © NIA NiA NIA NI Businass Closed 1212009
Down to Earth Collective o Hing Goergs fvenus NIA NA A NIA NIA NIA NIA NIA NA NIA NiA NA Business Closed 1072010
Evergraen Valley Collective g‘;ﬁi:g %"‘fp"ggﬁg NIA NA A NiA N/A NA NA NIA NIA " NiA NA NIA Business Closed 1/2011°
Garden House Remedies, Inc ;:i i‘sj:‘:‘(‘;’:" Qs"f;‘g’e NIA NA NIA NiA NIA WA A A N/A NIA A N/A Business Closed 10f2010

. | Green Earth Wetlness Center = 'jo‘;"g'g'/\s"ge; ) NA nA | A NIA ‘NIA A NIA NiA wA | WA NiA NA Business Closed 12/2010
Green State Collectiva g’;ii‘;:‘.“f“c";’“‘gg;‘;‘* SteE NIA NrA NA NA NA WA A N/A A A NA NIA Business Location Never Opened
Greeniont Mancgement, no S, B e NiA NIA A NiA NIR A NIA NiA NA NIA A NIA Business Location Closed 2/2012
Haat Point Center o e o ast1a wa | wa NIA NiA NA NA NA A NiA NA NA NiA Business Closed 1/2011
Herb Appeal, Inc ;5;1 ?o’as‘;e 3 I NIA /A MA | NA WA NA NZA NIA NIA NIA NIA NIA Business Closed 1/2011
Herbal Dispensery of Sicon Vallay e o 5112 MA NiA NiA A NIA NA NA " A WA NA T A NIA Business Closed 112010
Herbal Light Collective S:gj::’&”‘g’;m NA A NIA NA NA WA NA NA NA NIA NA MA" | Business Location Closed 172011
Herbs and Spice Wellnass Collective 225 ﬁi‘s’;"eg"ggﬁgi‘ 2 NIA A A A NA NiA NIA NA NiA NA NA NiA Business Location Never Opened

. wm iﬁ:’gie‘g rone NiA NA WA NIA NIA NiA NiA NIA NIA NiA NA NA Buslness Glosed 1/2011

Kingston Celiective lne 131;\1 JS;"EY"%’:" Ao NA NIA WA NA NA NA NIA - WA NIA NIA NA A Business Never Opened
Kuuts Collective 701 Hings 2‘;‘” w1t A NA NIA NIA NA NIA NiA NIA N NIA NIA NA Business Closed 112011
La Vie MMX g';:‘ e e NIA NIA NIA NiA 1WA . NIA NA A A NIA NA NIA Business Location Glosed 1/2011
Uiberty Care Collective Assoc o0 Hings oW s112 NA MA NiA NA A WA NA “Hi, NA NA NA NiA Business Glosed 172011
Mad Lion LLC S P e A A NIA /A NIA A NIA NA A NiA NiA A Business Closed 10/2010
Mad Lion LG e ?:N;a'"eid; #; :178 WA NA NIA NIA NIA NA NiA NiA NA NiA NA e - Buslness Glosed 10/2010
Mena Leaf Inc ;ﬁgﬂs":‘g‘fy ';;?;’1 NIA NA A A NA NA WA NIA NIA NIA A NA Business Closed 10/2010
MD Cannatis.org ;iffgg’.’e(";‘““gg;“z‘; NIA NA NiA NIA NiA NIA NIA NIA NA. A NIA A Business Closed 112011
Medieaf A0 Merictan Fverue NIA NIA NIA NIA NIA NIA MA NA NIA NA NA NiA Business Closed 1212009
Monterey Road Health Center ;ﬁ_’ﬁs";‘ecfiy ’:50?:5 NA A NIA NA NIA NA NIA A NIA NIA NIA WA Business Closed Prior to 32014
Mourtzin View Medz e WA WA NeA NiA NA WA NA NiA nA | NA WA NA Business Closed Prior to #2011
Nature’s REM gﬁa’g”:f"gi’k gﬁge A NIA NIA NIA NiA A NA NA NA NA A NA Business Closed Prior to 312011
New Age Healing Collective ;‘r‘] if:‘;m P NIA NIA wa NIA NA WA WA NA NIA NIA NA NIA Business Closed Priorto /2011




UNAUDITED - Subject to Change Updated 4/27/2012

San José Marijuana Businesses

Marljuzna Buslness Tax Fllings and Payment Detall
March 2011 - February 2012
Closed Business / Locations

Legend
X =WMBT Return Filed / Taxes Paid
X-$0 = MBT Return Filed as “Zero-Dollar” Return
N =No MBT Return Flled / No Taxes Pald .
N/A = Not Applicable / MBT Return Not Required to be Flled
j Bustness Address -
. March Apri May June Juty August September Octabar November December January February
Business Name /| centon 2011 2011 2011 2011 2011 2011 2811 201 2011 2011 2012 2012 COMMENTS
Dus_57212011] Due 53172011 | Oun §736/2014] Dus 8172011 Dus 873972011 | Due 5/30/2011] Due 10/31/2011] Due 1130/2013] Oue 173/2012] Oue 17372012] Oue 47312012 Due 47212012]
" 2170 The Alameda : y " N
New Age Heallng Collective San Jose, CA 95126 NIA NIA N/A NIA NfA NA N/A NIA N/A NfA NIA NIA Business Closed Prior to 3/2011
- 333 Phelan Avenue; Ste B N N
NL Herbat San José, CA_85112 NIA N/A N/A N/A N/A NA N/A 31723 NIA NIA - N/A NIA Business Closed Prior to 3/2011
125 N. Jackson Avanua; Sta 204 : " 5
Norcal Health Center, LLC SanJose, CA 95118 NIA N/A NA NIA NIA NIA NA NiA NIA NfA NiA NIA Business Closed Ptior to 3/20114
(Ocean Care Collective 90E, Cish Road NiA NI NiA A NA NIA A NiA NiA NiA WA NIA Business Closed 212011
! San José, CA 95112
" 7246 Sharon Drive; Ste N : Business Location Closed Prior to
Pharmers Hezlth Center Cooperative San Jose, CA._ 95129 N/A NIA N/A A N/A NIA N/A NIA N/A N/A N/A NIA 42011
311 Henderson Drive . . . N
Plant Providers Plus San Jose, CA_ 95123 NiA . N/A N/A NIA NA Nia NA N/A NIA NIA Nfa NIA Business Glosed 1W?U10
Purpla Elephant CO-OP 842 E. Santa Clara Sfreet . N
ba; ACME Pharmacy . San José, CA_95113 N/A Nfa N/A NIA N/A NIA NIA NIA NIA NIA NIA N/A Business Closed 5/2010
2114 Senter Road; Unit 22 . e
Rehab420 San José. CA 95112 NIA N/A N/A N7A N/A NIA NA N/A NIA N/A NA NIA Business Location Closed 1/2011
4 1290 W. Hedding - y
San José Dispensary San José, CA_95126 NIA NIA N/A NiA N/A NiA NIA N/A NiA N/A, NIA NIA Business Closed 10/2010
2880 Zanker Road; Ste 203 ; N -
Scoop Doc San Jose, CA 95134 N/A NA NA ' NIA NA NIA NIA NIA . NA NIA NIA NIA Business Location Never Opened
Siicon Valley Collective 2381 S;):;h SlreegL'SE;‘; A NiA A NIA N/A NA NA NIA NIA N/A NiA N/A N/A Business Location Never Opened
5669 Snell Avenue . :
SJ Patients Group San Jose, CA 95423 N/A NiA NfA N/A N/A NIA NIA NA N/A NiA NIA N/A Business Closed 12/2009
sycBC LG/ A2C2 3728, Monroe Steet NIA NiA A NIA A NiA NiA NiA A A 173 NiA | Business Location Closed 1/2011
B 316 S. Monroe Street " G
‘The Green Samaritans San Jose, GA_95112 NIA N/A NA NIA N/A NIA NIA NA NIA N/A NiA NA Business Closed 10/2010
855 Commercial Street ) N
The Herbat Club San Joss, GA 95112 NIA NfA NiA NA NIA NIA NIA NIA NA NIA N/A NIA Business Closed 1272010
Therapeutic Lifestyle Care 5659 Snell Avenue " NA NIA NIA A NIA N/A N/A NA NIA NIA NA NIA Business Reorganized 212011
San Jose, CA_ 95123 8
. 1865 O'Tool Lane
Toro Nine Group San José. CA_ 95131 NIA N/A NIA N7A NIA N/A NiA NIA A N/A NfA NIA Business Closed 3/12010
) 1340 Meridian Avenue - .
QR Heslth & Wellness Center San Jose. CA 95125 NIA N/A NIA N/A, N/A N/A NiA NIA N/A N/A NfA NiA Business Closed 1212009
Westooast Care _ 3399 Mt Vista Drive A nia NIA A NiA A Nia nia NA A NAT L A Business Closad 1/2011

San José, CA 95127
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Bad Debt Write-Offs

April 30, 2012
Current Balance Reason for .
Type of Debt Owed | Department Name | Fund # Account # Name (Write-Off Amount) Write-off . Recovery Information )
6241, 6337, 6398, 6512, 6593, 6707, - AMT filed Chapter 7 bankruptcy December 2008;
Event Fees and Charges Team San Jose 536 |6786, 6790, 6894, 7099, 7257, 7382, 7402 ] American Musical Theatre $ 435,323.33 Bankruptcy recovered $355,064.82 but the remaining balance of
7607 $439,323.33 was discharged
Event Fees and Charges Team San Jose 536 2483 Elite Dance 8,008.00 Banki'uptcy Uncollectible; discharged in bankruptcy
Statute of Ungollecﬁble - Initial collection atternpts by T5J;
Event Fees and Charges Team San Jose 536 6654 Aromas Senses LL.C 5,095.40 . then by City AR. Collection efforts have been
. Limitations. :
exhausted. :
. Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 2376, 7387 Asia Media Group 6,500.00 Limitations then by City AR. Collection efforts have been
. exhausted.
) Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 9994 , 10653 B Box Entertainment 7,991.79 e then by City AR. Collection efforts have been
Limitations
exhausted.
- Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 2491 Lux 5 Events 6,077.10 L then by City AR. Collection efforts have been
: Limitations :
. exhausted. .
. . - Statute of . -
Event Fees and Charges Team San Jose 536 8440 Pacific Gas and Electric Co 6,000.00 Limitations Uncollectible; billing error
. .  Statute of Uncollectible - Initial collection attempts by TSJ; -
Event Fees and Charges Team San Jose 536 7420 San Jose Airport Garden Hotel 6,615.00 Limitations then by City AR. Collection efforts have been
) ) exhausted.
] . Statute of 'Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 7056, 7207, 7397 Styleshoppe and Edsan 9,875.65 . then by City AR. Collection efforts have been
. : Limitations
: |exhausted.
. Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 7375 The Christopher Howard Companies 10,400.00 Limitations’ then by City AR. Collection efforts have been
) ) - exhausted.
: Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges Team San Jose 536 7378 The Works 6,000.00 . then by City AR. Collection efforts have been
Limitations
: exhausted.
- Statute of Uncollectible - Initial collection attempts by TSJ;
Event Fees and Charges " Team San Jose 536 6189 Top Music 9,786.68 o then by City AR. Collection efforts have been
Limitations .
exhausted.
Fire Permits Fire 1 400569 Spartan Gas / Le Family Inc. 6,000.22 Bankruptcy Uncollectible; discharged in bankruptcy
Statute of Uncollectible - Initial collection attempts by Fire;
Fire Permits Fire -1 408161 Estoesta Gas Station . 7,768.42 . then by City AR. Collection efforts have been
Limitations
. exhausted.
. . Uncollectible - Initial collection attempts by Fire;
. . . tatut: . . 4
Fire Permits Fire 1 400829 Gas of America/ I-Deregnne Nest Egg 6,533.15 S e of then by City AR. Collection efforts have been
- LLC. Limitations
. exhausted.
Total $ 541,974.74
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Third Quarter Debt Management Report
for Fiscal Year 2011-2012
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Outstanding Debt Issued by All Agencies

Outstanding Debt as of March 31, 2012: $5.7 Billion

FY 2011-12 Projected Debt Issuance: $892.6 Million
>Year-to-Date Debt Issuance: $819.6 Million
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SAN JOSE

CAPITAL OF SILICON VALLEY

PAGE 3




Outstanding Debt Issued by All Agenci es
Excluding Multifamily Housing Revenue Bonds

Outstahd_ing Debt as of March 31, 2012: $5,193,944,005*

A Redevelopment ' B City of San
Tax Allocation B City of San Jose Financing
Bonds/ERAF Jose GO Authority
Loans/HUD : Bonds/ HUD Bonds/ CP
Notes, Notes/ TRANS, Notes,

$1,798,960,000 $481.473,000 $876,852,054

Airport

B Housing Set-
_ B Sewer. Revenue

Aside Tax
. O Land-Secured Revenue Bonds/ CP
Allocation . Bonds/ State
Financing, Notes,

Bonds / Term $160.310.000 Loans $1,472.313,000
Loans, U $75,055,951 A

$328,980,000 _ _
Excluding conduit debt issued by the City on behalf of developers of affordable multifamily housing.
PAGE 4
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Selected IDebt Isswance and Debt IVIJa»nuage ment
Act|V|t|es during 3rd Quarter

. Multifamily Housing Revenue Bonds

> Pre-issuance activities for the following projects:

« Mayfair Court Apartments
"« First and Rosemary Family Apartments
~« First and Rosemary Senior Apartments
« 3" Street ReSldentlaI Apartments

. Pre-issuance activities related to the 2012 TRANs

« Reduction of stated amount of letters of credit with
Bank of America and JP Morgan Chase Bank for the

Airport Commercial Paper Program

» Assisted departments with infrastructure financing
- analyses

CITY OF &

SANJQSE

CAPITAL OF SILICON VALLEY

PAGE 5




Selected Debt Issuance and Debt Managemer }
- Activities during 3rd Quarter (cont.)

« Processed refund claims and disbursed funds from $7
million improvement district funds’ surplus

« Conducted private activity analysis for the Clty—WIde
solar power purchase agreement project

« Continued financial modeling, transition planning and
dissolution for the Redevelopment Agency

. &0
SAN JOSE

CAPITAL OF SILICON VALLEY
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‘Debt Issuance and Management Activities
Anticipated Through June 30, 2012

« Multifamily Housing Revenue Bonds

» Issuance of Series 2011C (First and Rosemary Family
Apartments) and Series 2011D (First and Rosemary Senior
Apartments), totaling $51 million, on April 19, 2012

> Issuance of Series 2012B ($22 million) for Mayfair Court
Apartments project on April 20, 2012

* Pre-issuance activities related to the 2012 TRANs
* Prepare and issue RFP for financial advisory pools

- Continue processing claims for surplus improvement
district funds |

 SANJOSE

CAPITAL OF SILICON VALLEY
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Debt Issuance and Management Activities
Anticipated Through June 30, 2012 (con’t)

« Complete credit rating reviews on the City’s general
credit (general obligations bonds and lease revenue

~ bonds), the San José International Airport Revenue
Bonds, and Redevelopment Agency

 Pre-issuance activities related to the Series 2012
General Obligation Bonds and Refunding |

. Pre-issuance activities related to the Series 2002B and
2008A Lease Revenue Bonds Refunding

- Participate in the financing and private activity analyses
related to the installation of photovoltaic systems
| C|tyWIde
é‘%
SAN]OSE

CAPITAL OF SILICON VALLEY
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Ten-Year Tax-Exempt Market Index (Fixed Rate)

X Tax-exempt long-term interest rates averaged around 4.42% in
Q3 and are currently at 3.80% (as of 3/31/12)

o) -
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City of San José Actual Weekly Avelr g
Variable Taxable and Tax-Exempt Interest Rat

~«  Tax-exempt weekly interest rates paid by the City averaged 0.10% in
Q3 and are currently at 0.22% (as of 4/15/12)

« Taxable weekly interest rates paid by the City averaged 0. 16% in Q3
and are currently at 0.19% (as of 4/15/12)
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of San Jose — General Credit Rating

 On March 26, 2012, Moody’s Investors Service dowhgraded the City’s
general obligation bond ratings to Aa1 from Aaa and the City’s lease
revenue bond ratings to Aa3 from Aa2. The outlook for the ratings is
stable.

« On April 11, 2012, Standard & Poor’s Ratings Services downgraded
the City’s general obligation bond ratings to AA+ from AAA and the
- City’s lease revenue bond ratings to AA from AA+. The outlook for the
ratings is negative.

~+ The City continues to maintain high general obligation credit ratings of
Aa1/AA+/AA+ (Moody’s/S&P/Fitch).

« Taken together the credit ratings of the Clty the Redevelopment
Agency, and the Financing Authority range from BB to AA+.

« City general obligation bonds continues to be rated higher than State
| oCaIifornia (A1/A-/A-)
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Third Quarter Investment Report
- for Fiscal Year 2011-2012
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Investment Objectives & Reporting

- Manage investments to meet the City’s objectives:
> Safety -
- » Liquidity
> Yield
 Quarterly reports available on-line and placed on
PSF&SS Committee agenda
http://www.csjfinance.org/ |

" SANJOSE

CAPITAL ‘OF SILICON VALLEY
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Summary of Portfolio Performance for
Quarter ended March 31, 2012

» Size of total portfolio — $911,051,599

« Earned interest yield — 0.655%

- Weighted average days to maturity — 575 days

- Fiscal Year-to-Date net interest earnings — $4,816,479

» Sale of one security (discount note) to increase portfolio yield
and enhance liquidity reserves

»  No exceptions to the City’s Investment Policy during this quarter

- Included in this report is the City’s external auditor, Macias, Gini
& O’Connell’s Independent Accountant’s Report as agreed
upon procedure to evaluate the City’s investment program for
the six-month period ended December 31, 2011. No exceptions
were noted. |

SAN JOSE

CAPITAL OF SILICON VALLEY
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Portfolio Statistics |
Composition of City’s Investment Portfolio

B Money Market Mutual

Funds
B Commercial Paper ' $300,000
< $74,840,323 ' ' 0%

E LAF
$30,050,000
3%

8%

B U.S. Govt Agency

Issues __//

805,861,276
89%

Total Investment Portfolio = $911,051,559
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General Fund Earnings and Cash Balances

- » General Fund cash balance decreased by $19 million to
$74 million in Q3 primarily due to:

> Debt service payments during the quarter lncludlng TRAN
repayment | |

. Projected investment maturities and revenue are
sufficient to cover anticipated expenditures for the next
six months.

CITY OF B
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Comparison of Cash Balances by Select Funds
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US Treasury Yield Co mpﬂrlsons

Can
et
=
O
L
i
@

S
-
i
=
R=]
=
=
<l
>
o
S
£J
!
L
<L
=
©
e
oaF
o

Copyrights 2012 Bicomberg Finance L.P. 30-Apr-2012 15:25:05

During the third quarter of FY 2011-12, Treasury yleld curve increased
slightly and steepened for 2-5 yrs
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Monthly Portfolio Performance
Benchm ark C@ mparison
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Third Quarter Revenue Collection Report
- for Fiscal Year 2011-2012
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Revenue Collection Program

« Finance Department revenue collection efforts focus
on proactive collection, reducing delinquent accounts
receivable and enhancing revenue compliance

« Efforts may span several reporting periods, and actual
collections are reported when funds are received by |

the City

4

crvor &
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Revenue Collection Results —
Quarter to Quarter Q@mpams;@n

Collections FY 2011-12 FY 2010-11
3rd Quarter 3rd Quarter

- Business Tax Delinquencies $782,940 $743,295
Accouhts Receivable Delinquencies 1,097,038 o 1,032,501
Revenue Compliance/Monitoring 2,192,684* 746,914
Total PrOgram Collections $4,072,662 $2,522,710

*Revenue Compliance recovered $1.46M from a sales tax misallocation.
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Return on Investment (ROI)

)
Quarter to Quarter Comparison

FY 2011-12  FY 2010-11
3rd Quarter 3rd Quarter

Tdtal Return on Investment $13.61 $9.17

Return on Investment by Program

Business Tax Delinquencies | 6.92 8.72
Accounts Receivable Delinquencies 1258 12.11
Revenue Compliance/Monitoring | 2215 7.14

- Return on Investment is the dollar return (revenue) for every dollar spent on program costs
* Program costs only include direct costs in the Finance Department

CITY OF &

SAN JOS
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3 Quarter Revenue
346% of Annual Target

$10,000,000 -
$7,500,000 -
$5,000,000 -
$2,500,000 -
$0 ;
FY 11-12 Target
| QTR 1 [0QTR2 BQTR3 Target
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e Balance

Accounts Receivabl

As of As of
| March 31, 2012 Dec 31, 2011

Current Receivables

0-60 Days 34,465,471 * $ 2,841,568
61-90 Days 1,284,257 954,330
Total Current Receivables $ 5,749,728 | $ 3,795,898
Delinquent Receivables ) |
91-365 Days $ 2,927,409  $4041611
Over 1 year 13,204,381 12,562,549
Total Delvinquent Receivables - $16,131,790 $ 16,604,160
Total Accounts Receivable $ 21,881,518 ~ $ 20,400,058

CITY OF &

SAN JOSE

CAPITAL OF SILICON VALLEY

*Increase in current receivables reflect large billings by the Department of Transportation
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Recommendation

* Accept the Third Quarter Financial Reports for Flscal
Year 2011-2012 for the following programs:

> Debt Management
» Investment Management
- » Revenue Collection

* Forward recommendation to the City Council to adopt a
resolution authorizing the Director of Finance to write
off uncollectible Debts in an amount up to $541,974.74.

. &0
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SAN JOSE  Memorandum

CAPITAL OF SILICON VALLEY

TO: PUBLIC SAFETY, FINANCE AND FROM: Julia H. Cooper
STRATEGIC SUPPORT COMMITTEE

SUBJECT: THIRD QUARTER INVESTMENT  DATE: April 30,2012
REPORT FOR FY 2011-12

) )
Approved i 7 /@_\ Date - // /e

COUNCIL DISTRICT: City-Wide |

RECOMMENDATIONS

Accept the Third Quarter Investment Report for FY 2011-12.

DISCUSSION

The Third Quarter Investment Report for FY 2011-12 for the quarter ended March 31, 2012
has been transmitted electronically to the City Council to meet the reporting requirements set
forth in the City of San Jose Investment Policy. The electronic version of this report can also
be found on the City’s website at www2.csjfinance.org and a hard copy has been filed in the
City Clerk’s Office located at 200 East Santa Clara ‘Street.

Attached is a copy of the Third Quarter Investment Report for FY 2011-12 focusing on:

Quarterly Portfolio Statistics and Performance
Investment Strategy

Policy Reporting Requirements

Significant Developments

Consistent with the Investment Policy requirements, staff from the Finance Department will be
available to answer questions at the Public Safety, Finance and Strategic Support Committee meeting
on May 17, 2012. In addition, this report will be agendized in the Consent Calendar for a future City

Council meeting.
L)rJ CO‘QW/

LIA H. COOPER
cting Director of Finance

Attachment



SENT TO COUNCIL:

e &
SAN JOSE __Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Julia H. Cooper

CITY COUNCIL
SUBJECT: INVESTMENT REPORT FOR DATE: April 30, 2012
THE QUARTER ENDED
_MARCH 31, 2012

Approveéd:‘%“ _ Date /7_ // 2

Transmitted herewith is the City’s investment report for the quarter ended March 31, 2012. To
meet the reporting requirements set forth in the City of San Jose Investment Policy, an electronic
version of this report will be posted on the City’s website at www.csjfinance.org and a hard copy
will be on file at the City Clerk’s Office located at 200 East Santa Clara Street.

This report will be distributed to the Public Safety, Finance and Strategic Support Committee
(PSFSS) for discussion during its meeting on May 17, 2012 and will be agendized through the
PSFSS Committee to a subsequent City Council meeting.

Summary of portfolio performance and compliance for quarter ended March 31, 2012:
Size of total portfolio — $911,051,599

. Earned interest yield — 0.655%
Weighted average days to maturity — 575 days
Fiscal Year-to-Date net interest earnings — $4,816,479 ‘
Sale of one security (discount note) to increase portfolio yield and enhance liquidity reserves
No exceptions to the City’s Investment Policy during this quarter
Included in this report is the City’s external auditor, Macias, Gini & O’Connell’s
Independent Accountant’s Report as agreed upon procedure to evaluate the City’s
investment program for the 31x-month period ended December 31, 2011. No exceptions
were noted.

If you have any questions on this investment report, please do not hesitate to call me at 535-7000.

m&ﬂyaa,

ULIA H. COOPER
Acting Director of Finance

cc: Debra Figone, City Manager
Sharon Erickson, City Auditor
Richard Doyle, City Attorney
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SAN JOSE

CAPITAL OF SILICON VALLEY

Finance Department
JULIA H. COOPER, ACTING DIRECTOR

April 30,2012 L
HONORABLE MAYOR and CITY COUNCIL
INVESTMENT REPORT FOR THE QUARTER ENDED MARCH 31, 2012

I am pleased to present this report of investment activity for the quarter ended March 31, 2012 in
compliance with the reporting requirements as set forth in the City of San José Investment
Policy. The information presented in the table below highlights the investment activity for the
quarter ended March 31, 2012 as well as provides a comparison to the quarters ended December
31,2011 and March 31, 2011.

The report presents ihformation in the following major categories: Portfolio Statistics, Portfolio
Performance, Compliance Reporting Requirements, Investment Trading Activity, and
Investment Strategy pursuant to the Investment Policy.

INVESTMENT SUMMARY
For the Quarter Ended March 31,2012 December 31 2011 March 31,2011
Total Portfolio o
Portfolio Value ®® $911,051,599 $926,961,888 $902,011,677
Earned Interest Yield 0.655% 0.750% 0.580%
Dollar-weighted average yield ’
Purchases | 351% 426% .260%
Maturities ‘ .245% 873% .196%
Called Securities N/A 1.25% N/A
Sold Securities 0.122% N/A N/A
Weighted avg. yield at end of
period .689% .634% 648%
Weighted avg. days to maturity 575 524 258
Portfolio Fund 1 ‘
Portfolio Value @@ $910,197,791 $913,433,452 $888,526,202
Earned Interest Yield 0.659% 0.756% 0.592%
Dollar-weighted average yield '
Purchases 352% A426% - .268%
Maturities 246% 873% 201%
Called Securities N/A 1.25% N/A
Sold Securities 0.122% N/A N/A
Weighted avg. yield at end of .
period 690% . 0.638% 0.650%
Weighted avg. days to maturity 575 529 262

"Reflects book value (principal plus any purchased interest costs) of investments.

Total excludes bond proceeds held by trustees for the City of San José ($520,139,872.45)




Honorable Mayor and City Council
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PORTFOLIO STATISTICS

Detailed information can be found in the attachments while summaries in graphic form are
provided below. '

Portfolio Composition

The graphs below provide sﬂapshots of the City’s total investment portfolio as of March 31,
2012. The first graph shows the portfolio composition by investment type and the following two
graphs show the portfolio’s cash balances by fund type.

Portfolio Composition
As of March 31, 2012
$911,051,599

B Money Market Mutual
Funds
B Commercial Paper : ' $300,000 )
o,
$74,88402,323 0% - LAIF
$30,060,000
3%

A U.S. Govt Agency
Issues
806,861,276
89%

The graph on the next page reflects the reconciliation of total balances reported by the
investment program’s record-keeping system to the City’s Financial Management System
(FMS). ‘
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Cash Balances by Fund Type
As of March 31,2012
$965,047,605

Waste Water
$294,764,652

" Capital Projects
$36,359,294

Airport
$122,974,915

Spec Re\) Funds

$325,928,575 Debt Service

$35,646,3845

General Fund
$74,408,420

Muni Water
$19,519,620

RDA Parking
$(10,000) $13,219,803
Trust & Agency
$42,235,581
Total Cash Balances per FMS : $965,047,605
Deposit-in-Transit, Outstanding Checks’ ($53,996.006)
Portfolio Balance Total : $911,051,599

During the quarter, California redevelopment agencies were dissolved by legislative action, and

the City as Successor Agency to the Redevelopment Agency (“SARA”) began the administrative
~ transition. The negative amount shown under Redevelopment Agency is caused by a timing
difference in the recognition of expenses and checkless transfers between the former
Redevelopment Agency and SARA. The negative $10,000 shown under Redevelopment Agency
will be trued-up in April of 2012 when the residual transition activities will be accounted for,
closing out the Redevelopment Agency’s participation in the City’s investment portfolio.

The following graph compares the monthly total balances of selected City funds as reported by
the City’s Financial Management System (FMS).

1 Reflects timing differences between when deposits are made and accounted for in FMS, or when checks are
written and not yet cashed by the receiving party.



Honorable Mayor and City Council
Investment Report for the Quarter Ended March 31, 2012
Page 4 of 11 : ’

Monthly Comparison of Balances by Fund Type
As of March 31,2012
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General Fund Balances

Cash balances in the General Fund decreased approximately $19 million from the December 31,
2011 balance of $93 million to the March 31, 2012 ending balance of $74 million. This is
primarily due to debt service payments made during the quarter, including the TRAN repayment
as described below, off-set by the receipt of property taxes. As depicted above, cash balances
usually peak during the months of January and June when the bulk of property taxes are

received. Traditionally, the summer months experience a decline in the portfolio and the General
Fund balances due to the retirement prefunding, debt service payments and operational
expenditures during months when no property tax revenue is received.

Prefunding of Annual Retirement Contributions and Issuance of Short-Term Notes

On February 1, 2012 the City repaid $100 million principal, plus interest, for the 2011 Tax &
Revenue Anticipation Note (“TRAN”) issue. The City issued this short-term note on July 1,
2011 for cash flow smoothing purposes, primarily to facilitate the prefunding of employer
retirement contributions. ‘

To ensure that the General Fund cash balance remains positive throughout fiscal year 2012-2013
and to. provide sufficient funding for the retirement prepayment, the City anticipates issuing a
new TRAN in July 2012.
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Negative Cash Balances

Negative balances in the Capital Project funds are caused by a time lag between when payments
are made through the investment pool and when funds are received from trustees for the related
reimbursement for these capital costs. Cash balances in the Capital Project funds remained
above zero this quarter. Finance staff has been working with departments to shorten this time
lag. Since instituting procedures related to the reimbursement of bond proceeds, City staff has
been able to prevent negative cash balances in the Capital Project funds. Investment staff will
continue to monitor bond reimbursements and fund balances, but going forward will only include
the “Negative Cash Balances™ section in the investment reports if negative balances occur.

Redevelopment Agency Portion of Portfolio

Historically, the Redevelopment Agency has participated in the City’s investment pool both with
restricted bond proceeds and with operating cash balances. During the quarter, redevelopment
agencies in California were dissolved by legislative action, and the City as Successor Agency to
the Redevelopment Agency (“SARA”) began the administrative transition. As part of this
transition, the Redevelopment Agency funds in the City’s investment portfolio were transferred
to the SARA accounts held at Bank of America. A separate LAIF account was also established to
provide an investment vehicle for SARA funds.

Timing differences in the recognition of expenses, as well as checkless transfers between the
former Redevelopment Agency and SARA, caused a negative $10,000 balance in the
Redevelopment Agency fund in the investment portfolio. This negative balance will be cured in
April 2012 when the residual transactions will be accounted for and a transfer of $10,000 will be
made to return the account balance to zero. At this point, the Redevelopment Agency’s
participation in the City’s investment portfolio will cease. SARA and City staff will explore
appropriate reporting venues for balances maintained in the SARA accounts and will include a

~ discussion of the reporting methodology in the June 2012 Quarterly Investment Report.

Total interest earnings from Redevelopment Agency funds invested with the City pool during the
quarter ended March 31, 2012 were $11,534.42, inclusive of earnings on the LAIF account
established for the 2008B bond proceeds.

PORTFOLIO PERFORMANCE

The table on the next page illustrates the total portfolio income recognized for the last quarter as
compared to the prior quarter and the same quarter one year ago. Other graphs in this section
include yield and maturity trends over the last two years.
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TOTAL PORTFOLIO INCOME RECOGNIZED

‘ Accrual Basis

Total Portfolio ‘ March 31,2012 December 31,2011 March 31, 2010
Quarter-End ‘
Total interest earnings $1,564,228 $1,619,728 $1,404,651
Realized gains (losses) from sales® 5.154 0 0
Total income recognized $1,569,382 $1,632,862 $1,404,651
Fi iscdl Year-to-Date
Total interest earnings $4,816,479 $3,252,590 $6,372,323
Realized gains (losses) from sales® 5,154 0 ‘ 0
Total income recognized ‘ $4,821,633 $3,252,590 $6,372,323

@ please see discussion in Investment Trading Activity section.

M

Yield and Maturity Trend

The following graph illustrates the dollar-weighted average days to maturity (“ADM”) of
Portfolio Fund 1 (bar graph) along with the yield trend (line graph) for each month for the past
two years. The ADM increased from 529 days on December 31, 2011 to 575 days on March 31,
2012 while the yield increased from 0.659% to 0.678%. While the table on page 1 summarizes
portfolio data on a quarter-to-quarter basis, the following tables summarize the data on a month-
to-month basis.

\

Yield and Maturity Trends Portfolio Fund 1
As of March 31, 2012 ‘
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Benchmark Comparison

The following graph compares the monthly earned interest yield of the City’s Portfolio Fund 1
with the monthly average yields of the State of California Local Agency Investment Fund
(LAIF) and of the two-year U.S. government agency securities from March 2010 through March
2012. The City’s Total Portfolio is not used for benchmarking comparisons since it includes
various funds which are required to be invested apart from the pool and have their own separate
cash flow needs.

Monthly Benchmark Comparisons
As of March 31, 2012
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The closest suitable benchmarks for the City’s Portfolio Fund 1 are the two-year US government
agency securities and the Local Agency Investment Fund (LAIF). Despite yields in the market
remaining at historically low levels, during the past three quarters, the City’s yield has increased
over the two-year government agency benchmark. This increase is the result of staff purchasing
longér-dated maturities (out to three years) as well as callable securities that provide a yield
advantage.

The two-year agency benchmark has historically been a suitable benchmark for the City’s
portfolio as it closely mimics the City’s desired duration. The two-year government agency
benchmark maintains a constant average-days-to-maturity (“ADM”) of 730 days while the City’s
ADM will vary depending on cash flow needs. Liquidity restraints, reduced fund balances, as
well as the structural change in the City’s portfolio associated with the retirement prefunding,
have resulted in the City’s ADM being lower than the two-year agency benchmark. Staffhas
'been extending investment maturities, increasing both the portfolio duration and yield.

During‘the month of March 2012, LAIF’s ADM was 243 days compared to the 575 days of the
City’s Portfolio Fund 1. Although the City’s ADM increased this quarter to 575 days from 529
days in the last quarter, the City’s relatively short average life will continue to result in the
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portfolio’s yields remaining near historic lows. However, the short average life will, as cash
flows permit, allow the City’s portfolio to react relatively quickly once interest rates increase,
resulting in more favorable yield performance.

Unrealized Losses and Gains

‘As shown in the Investment Summary Table on page 1 of this report, the total portfolio size as of
March 31, 2012 was $911,051,599. The following table illustrates the net unrealized gains or
losses on the portfolio when comparing the portfolio’s market value to both its original cost and
amortized cost. "

- UNREALIZED GAINS & LOSSES

Cash Basis :
Market Value $914,644,757 Market Value $914,644,757
Original Cost : (911,051,599) Amortized Cost (911.458,961)
Net Unrealized Gain (Loss) $3,593,158 Net Unrealized Gain (Loss) $ 3,185,796

The City’s investment practice, per the Investment Policy, is generally to hold securities to the
maturity dates, with exceptions as noted in the Policy. The net unrealized gains noted above are
“paper gains” where there is an inverse relationship between the general changes in market
interest rates to the value of investment securities. As general market interest rates decrease, the
value of the City’s investments increase as a result of the higher interest yields that these
investments hold compared to market interest rates. Conversely, as market interest rates increase,
the value of the City’s investments decline as a result of the lower interest yields that these
investments hold compared to market interest rates.

Earned Interest Yield — The total investment portfolio earned interest yield for the quarter ended
March 31, 2012 was 0.655%. Although the portfolio yield decreased slightly from the last
quarter, it was higher compared to same petiod last year. This positive change is the result of
shift in the investment strategy from one investing primarily in cash and money-market
instruments into a strategy with more structured and laddered investments.

The Federal Funds target range remained unchanged between 0.00% (zero percent) and 0.25%.
The Federal Open Market Committee (“FOMC?”) statement released on April 25,2012, reiterated
that economic conditions are likely to warrant exceptionally low levels for the federal funds rate .
at least through late 2014, .

COMPLIANCE REPORTING REQUIREMENTS

Pursuant to Section 15.4 of the City’s Investment Policy, “No less than semi-annually each year,
a compliance audit shall be conducted of the City’s investment program to determine whether
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the City’s investments within the City’s pooled portfolio are in compliance with the City’s
Investment Policy, internal controls and department procedures.” These compliance audits per
the Investment Policy can either be included in the City Auditor’s work plan or the Director of
Finance can cause the audits to be conducted by an external auditor. The work was included in
the City Auditor’s work plan and the Auditor’s Office engaged the services of the City’s external
auditors, Macias, Gini &.O’Connell LLP (“MGO”), to conduct the evaluation of the City’s
investments within the pooled portfolio. MGO completed its evaluation for the six-month period
ended December 31, 2011 and found that the investments are in compliance with the City’s
Investment Policy, internal controls and department procedures. A copy of the Independent
Accountant’s Agreed-Upon Procedures Report is attached to this quarterly report.

Additionally, as part of the reporting process as outlined in the Investment Policy, several
compliance requirements shall be included in the quarterly report. These requirements include a
statement of the cash management projection, statement of compliance with the policy, and
comparisons of budget investment earnings to actual investment earnings.

Cash Management Projection

Based on the Finance Department’s cash flow projection as of March 31, 2012, total revenues
and investment maturities for the next six months are anticipated to be $851 million. This is
more than sufficient to cover the projected City expenditures for the same period of
approximately $837 million.

Statement of Compliance with the Policy

There were no exceptions or violations outst‘ahdin_g for the quarter ended March 31, 2012. The
investment portfolio during the quarter ended March 31, 2012 meets the requirements of the
City’s Investment Policy and the California Government Code section 53601.

Comparison of Portfolio Investment Earnings to FY 2011-12 Budget

The following is a comparison of actual investment earnings on an accrual basis to the fiscal year
2011-12 budget. Monthly budgeted earnings apportionments for the City funds are based upon
historical cash balance averages and an assumed average interest yield for the fiscal year. The
2011-12 budgeted interest earnings for the General Fund were $110,000 based on a projected net
interest yield of 0.22%. The schedule below compares the unaudited actual net investment
earnings for the General Fund for the quarter ended March 31, 2012 to the budgeted amounts.
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BUDGET COMPARISON

Net Investment Earnings Yield General Fund

Quarter Ended M arch 2012 ' .
Budget® 0.22% $ 27,500

Actual(b) o 0.36% 48.503
Variance 0.14% $ 21,003
Fiscal Year to Date

Budget® 0.22% $ 82,500
Actual® y 0.42% - 116,537
Variance 0.20% $ 34,037

(a) Reflects the FY 11/12 Adopted Budget as approved by the Council on June 21, 2011,
" (b) Reflects net investment yield which is the earned interest yield less costs to admznzster the investment program,
adjusted for funds with negative cash balances at month-end.

INVESTMENT TRADING ACTIVITY

Attachment E provides a detailed summary of the Investment Activities during the quarter
including any realized gains or losses from interest received on trading activity. Since the City is
currently not involved in active trading, this reporting only occurs when a security is sold prior to
" maturity as defined in Section 4.0 (2) of the Investment Policy.

On February 16, 2012, staff sold one security, a $14.1 million Federal Home Loan Bank
(“FHLB”) discount note, ahead of its maturity to increase liquidity reserves and earn a higher
yield by investing the sale proceeds in LAIF. There was a net gain of $5,153.76 from the sale of
this discount note. Since the proceeds from the sale will remain invested in LAIF until the
original maturity date of the discount note, they will earn an additional $10,518.96 in interest for
the City.

INVESTMENT STRATEGY

The investment program continues to focus on its core mandate of safety, liquidity and yield.

For the past few years, the City’s investment strategy has been to invest short-term (18 months or
less) in order to cover liquidity needs. In early 2011, staff began to extend maturities in order to
provide income and structure to the portfolio. Investments have been matched to known cash
flow outlays in the 18-36 month horizon. Unless market conditions change dramatically, this
strategy is expected to continue throughout FY 2011-12 given a forecast of continued slow
economic growth. Given budget constraints and the continued low market interest yields, staff
will not actively seek to extend maturities beyond 36 months.
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Staff continues to maintain a moratorium on Bank of America and will lift the moratorium
(which was placed two quarters back) when credit conditions improve and the credit rating gets
upgraded to the minimum level as specified in the City’s Investment Policy. Staff continues to
monitor the credit ratings of all banks, US and European, that are included on the investment
program’s approved issuer list.

Future Commitments -- As of quarter-end March 31, 2012, the City had no obligations to buy or -
- sell securities, and no commitments to participate in securities trading.

Executed Reverse Repurchase Agreements -- No reverse repurchase agleements were executed
this quarter.

Restructuring — No restructuring activities took place during the quarter ended March 31, 2012.
As discussed above, on February 16, 2012, staff sold one security to enhance liquidity reserves
and increase portfolio yield. :

Municipal Bond -- No municipal bonds were purchased during the quarter ended March 31,
2012.

CONCLUSION

The total investment portfolio as of March 31, 2012 was $911,051,599. This is a decrease of
approximately $16 million from the December 31, 2011 balance of $926,961,888. This is
primarily due to the payment of debt service during the quarter, including the $100 million
TRAN repayment, off-set by the receipt of property tax revenues. For the quarter ended March
31, 2012, the total portfolio earned interest yield was 0.655%, a decrease from 0.750% reported
for the quarter ended December 31, 2011, reflecting the current lower yield environment. The
weighted average days to maturity increased during the quarter to 575 days, as a result of staff
extending maturities to provide structure and income for the portfolio. As of March 31, 2012,
approximately 89% of the total portfolio consisted of U.S. government agency securities.

Respectfully submitted,






