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Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021 

MEMORANDUM
FC 14 (02-08-19) 

TO: Board of Directors 

SUBJECT: Monthly and Quarterly Report of Investments 
as of December 31, 2021 

FROM: Darin Taylor, 
Chief Financial Officer 

DATE: January 2 , 2022 

SUMMARY: 

In accordance with Santa Clara Valley Water District (“Valley Water”) Investment Policy and California 
Government Code sections 53607 and 53646, the Treasurer’s Monthly and Quarterly Report of 
Investments as of December 31, 2021 is attached. This report complies with Executive Limitation-4 
Financial Management. 

RATIONALE: 

California Government Code section 53607 requires the Treasurer of the local agency who has been 
delegated with the authority to invest funds to provide a monthly report of the investment transactions to 
the legislative body.  Furthermore, Government Code Section 53646 recommends that the Treasurer 
submit a quarterly report to the legislative body of the local agency to assist with its fiscal oversight role. 
The quarterly report shall include the types of investment, issuer, date of maturity, par, market value 
and dollar amount for all securities, investments and moneys held by the local agency. The report shall 
also confirm compliance of the portfolio with the investment policy as well as a statement denoting the 
agency’s ability to meet its expenditure requirements for the next six months. This report is provided to 
the Board in compliance with Board Investment Policy and Government Code sections 53607 and 
53646. 

STAFF ANALYSIS: 

Interest Rates 

The yield-to-maturity of the investment portfolio as of December 31, 2021, was 1.07%. This represents 
an increase of 0.01% compared to the yield of 1.06% for September 30, 2021.     

Table 1 below summarizes the historical yield-to-maturity of the investment portfolio. 

Table 1 - Portfolio Yield-to-Maturity 
(365 days equivalent) 

Fiscal 
Year 

September 
Q1 

December 
Q2 

March 
Q3

June 
Q4 

2021 1.41% 1.24% 1.14% 0.94% 

2022 1.06% 1.07%
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Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021

 
Investment Strategy 
 
In accordance with the strategy recommended by the Investment Committee and approved by the 
Board, staff continues to ladder the portfolio. When funds mature, if the money is not needed for current 
expenditures, they are reinvested in securities that have maturities of up to five years.  
 
The average life of the portfolio on December 31, 2021 was 622 days (1.7 years), well within the 2.5-
year average life threshold permitted by the Investment Policy. During the quarter, the Treasury Officer 
purchased 1 security totaling $3M and yield-to-maturity was 0.91% and weighted average yield-to-
maturity of 0.91%. 
 
Valley Water’s portfolio is invested with a primary goal of safety. To accomplish this goal, staff only 
invests in securities that are permitted by California Government Code and the Valley Water Investment 
Policy. These securities have high credit ratings and maturities of no more than 5 years. As of 
December 31, 2021, approximately 68% of the portfolio was held in US Government Treasury/Agency 
Notes and Municipal Bonds, 27% was held in liquid funds (Local Area Investment Fund/money market 
mutual fund, CD’s) and 5% in supranational/corporate medium-term notes.  
 
The low short-term interest rate environment is primarily driven by the continued low Federal Funds 
target rate. At the November 14-15, 2021 meeting, the Federal Open Market Committee (FOMC) 
stated: “The Committee decided to keep the target range for the federal funds rate at 0 to ¼ percent 
and expects it will be appropriate to maintain this target range until labor market conditions 
have reached levels consistent with the Committee's assessments of maximum employment and 
inflation has risen to 2 percent and is on track to moderately exceed 2 percent for some time.”1 

 
Staff recommends continuing the strategy of investing in short-term, liquid instruments such as money 
market mutual funds, Local Area Investment Fund (LAIF), high grade corporate medium-term notes and 
short-term U.S. government treasury and agency securities until financial markets show clear and 
continued signs of stabilization and improvement. While this strategy has the effect of achieving a lower 
investment yield compared to a longer-term investment strategy, safety and liquidity of the investment 
portfolio will be maintained. Staff will look for value within the five-year horizon and will match maturities 
with cash flow requirements as opportunities arise.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1Federal Reserve Board - Minutes of the Federal Open Market Committee, December 14-15, 2021 
 
 
 
 

24



Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021

 
Interest Income  
 
For the quarter ended December 31, 2021, Valley Water received total interest earnings of  
$3.43 million. Table 2 below illustrates the historical interest earnings of the investment portfolio.   
 

Table 2 – Portfolio Quarterly Interest Earnings
 
Fiscal Year Quarter Ending: Earnings*
2021 September $2,413,293
 December $2,104,823 

March $2,060,745
 June $1,894,339 

   Total $8,473,200 
  

2022 September $1,741,431

 December $1,693,398 

 March  

 June  

Total $3,434,829 

* Earnings include interest earned plus accrued interest and adjustments for   
  premiums/discounts for the period. 

 

 
Performance Measurement  
 
Valley Water benchmarks its portfolio performance against the 24-month floating average of the 2-year 
Treasury note. This benchmark approximates relatively closely to the holdings of Valley Water. 
However, there is no benchmark that will exactly mimic the Valley Water’s mix of investments. 
 
For the quarter ended December 31, 2021, the investment portfolio yield-to-maturity was 1.07% while 
the benchmark yield was 0.33% for a positive difference of 0.74%. Yields on the 2-year Treasury note 
reflect the gradually lowering interest rate in the short end of the yield curve.  The District’s yields are 
modestly higher because of the staggered maturity investment strategy described above and holding to 
maturity certain securities purchased in times of higher rates. 
 
As a result of low interest rates in the current market environment, the redemption of higher-yielding 
callable securities and the continued maturities of securities bought in better economic times, the yield 
on the investment portfolio is expected to remain modest over the next few quarters but may gradually 
increase over time as the U.S. economy improves and global uncertainties wane. The introduction of 
COVID19 vaccines and the deployment to the population has begun to ease some uncertainties. The 
portfolio will continue to be invested according to the tenets of safety, liquidity and yield in conformance 
with the California Government Code and Valley Water Investment Policy.  
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Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021

 
Summary of Cumulative Changes in the Investment Portfolio  
 
The book value of the portfolio was approximately $630 million on December 31, 2021 compared to 
$665 million on September 30, 2021, a decrease of $35 million or -5.3%. This decrease reflects the 
normal fluctuations of the District’s investment portfolio due to receipt of expected revenues. (e.g. 
property taxes, water utility revenues, etc.) which are offset by planned expenditures for debt service, 
operating and capital projects incurred during the quarter. The historical quarterly changes in book 
value are summarized in Table 3 below. 
 

Table 3 – Portfolio Book Value 
Fiscal 
Year 

Quarter Ending: Book Value $ Change % Change 

2021 September $660,781,931 ($39,035,840) -5.6%
December $696,674,989 $35,893,058 5.4% 
March $727,269,951 $30,594,962 4.4% 
June $766,363,500 39,093,500 5.4% 

   
2022 September $665,132,641 ($101,230,859) -13.2% 

December $630,102,645 ($35,029,996) -5.3% 
March    
June    

 
 
Portfolio Market Valuation 
 
In accordance with California Government Code, all public agencies must report unrealized gains and 
losses in their investment portfolios on a quarterly basis. Table 4 below shows the market value of 
Valley Water’s investments as reported by ICE Data Pricing & Reference Data, LLC on September 30, 
2021 compared to the amortized book value.  
 

Table 4 – Portfolio Market Value 
Market Value $629,976,027
Amortized Book Value $630,102,645
Unrealized Gain (Loss) ($126,618) 

 
If the entire portfolio had been liquidated on December 31, 2021, Valley Water would have received 
$126,618 less than the total amortized cost of the portfolio. This is the result of a direct relationship 
between changes in market interest rates and the value of investment securities. As general market 
interest rates increase, the value of investments purchased at lower yields decrease, and as general 
market interest rates decrease, the value of investments purchased at higher yields increase.  
 
Valley Water’s Investment Policy dictates a buy-and-hold strategy in which the Valley Water holds all 
securities to their maturity under normal operating conditions. When an investment matures, Valley 
Water is paid the full-face value of that security and therefore incurs no loss or gain. Since the portfolio 
was not liquidated, the “gain” was unrealized and had no impact on the portfolio size or yield.  
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Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021

 
Collateralization of Outstanding Repurchase Agreements 
 
As of December 31, 2021, Valley Water had no outstanding repurchase agreements.  
 
Debt Information 
 
The Investment Policy and governmental regulations require that Valley Water report on the investment 
of bond proceeds. Investment of bond proceeds is governed by the legal bond documents and 
applicable governmental regulations. In particular, these funds can be invested for longer periods to 
match the terms of the outstanding bonds.  
 
Investment of Debt Proceeds 
 
Table 5 below summarizes the debt proceeds investment information as of December 31, 2021. The 
investments of the debt proceeds are in accordance with the provisions for Permitted Investments as 
specified in each corresponding Indenture/Trust Agreement. 
 
Table 5 – Debt Proceeds Market Value 

Description 
Market Value 

12/31/2021 
Yield at 
market 

Maturity 
Date

Series 2012A Reserve Fund $5,427,079 1.875% 09/30/2022 

Series 2020C Project Fund $12,486,532 0.22%* N/A 

Series 2020D Project Fund $22,637,155 0.22%* N/A 

*Yield at market for Series 2020C/D represents LAIF yield as of December 31, 2021 
 
 
Compliance with State Law and Valley Water Policy 
 
For the quarter ended December 31, 2021, all investments were in compliance with the Investment 
Policy and Board Executive Limitation 7.6. 
 
Valley Water holds several Certificates of Deposit (“CD”) issued by various banks and credit unions. 
The CD account balances are generally maintained at or below the federal insurance maximum of 
$250,000 per CD, with the exception of the following CDs which are separately insured by Letters of 
Credit from the Federal Home Loan Bank of San Francisco with a minimum of 105% insurance value 
for account balances in excess of the $250,000 federal insurance limit: Community Bank of the Bay, 
Bank of San Francisco and Technology Credit Union.  The Meriwest CD matured on 10/11/21 and 
Valley Water didn’t renew it as the renewal rates were not favorable as compared to U.S. Treasury 
notes. 
 
On October 13, 2020, the Board authorized placing a deposit of up to $14 million in a Certificate of 
Deposit Account Registry Service (CDARS) account with the Bank of San Francisco as part of the 
transaction related to the establishment of a $170 million syndicated bank line of credit.  The Bank of 
San Francisco CDAR account in the amount of $14 million was established on October 29, 2020, and 
all account balances held in the CDAR is insured by the Federal Deposit Insurance Corporation. 
 
The investment portfolio has been structured to ensure that sufficient monies will be available to cover 
anticipated expenditures in the coming six months. 
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Subject:  Monthly and Quarterly Report of Investments as of December 31, 2021

 
Socially Responsible Investments 
 
In a unanimous vote on December 12, 2017, the board voted to amend the investment policy to 
promote socially responsible investment (SRI) practices, and adopted a set of moral, ethical, 
environmental, social and governance guiding principles (ESG) to lead investment decisions. The 
board approved prioritizing local investment possibilities with California based banks and banks with 
less than $10 billion in assets, to keep funds in the local economy and promote local job growth. On 
August 11, 2020, the board enhanced the ESG policy to keep a minimum of 4% of liquid cash in banks 
with up to $10 billion in assets and 1% in banks with up to $2 billion in assets to promote Valley Water’s 
investments in local community banks 
 
Total CDs and deposits placed with local banks and credit union is $41 million for the period ended 
December 31, 2021. This represents approximately 6% of the overall Valley Water portfolio’s book 
value. The change in Valley Water’s investment in CDs and collateralized deposits is summarized in 
Table 6 below. The decrease in book value is due to closing of the Meriwest CD  and renewing the 
CBB, Bank of San Francisco and TechCU CDs in October 2021 at lower yields than before per the 
current market rates 
 
Table 6 – Certificate of Deposit (CDs) & Money Market Deposit Summary 

Description 
Book Value  
09/30/2021

Book Value  
12/31/2021

Increase/ 
(Decrease) 

% 
Change 

CDs/Collateralized 
Deposit Accounts 

$41,073,607 $40,879,032 $(194,575) -0.47% 

 
 
 
 
 
 
 
 
 
 
__________________________________ 
Prepared by: Prachi Tara 
Treasury Management Analyst  
 
 
 
 
 
 
__________________________________ 
Reviewed by: Charlene Sun 
Treasury, Debt and Grants Officer  
 
 
 
Attachments: 
1:  Portfolio Management reports  
2:  Portfolio Composition Pie Chart 
3:  Yield Comparison Graph 
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Santa Clara Valley Water Dist.
Portfolio Management

December 31, 2021

SANTA CLARA VALLEY WATER
5750 Almaden Expressway

San Jose,   San Jose,  Ca  951
(408)265-2607

Portfolio Summary

% of

Portfolio

Book

Value
Investments

Market

Value

Par

Value Term

YTM

365 Equiv.

Days to

Maturity

Treasury Securities - Coupon 43,195,381.72 0.9096.86 1,0291,41342,772,583.0043,000,000.00

Federal Agency Issues - Coupon 324,483,854.89 1.27851.50 8731,531324,087,664.94322,957,000.00

Negotiable CD's - Interest Bearing 480,000.00 2.1730.08 6901,645485,050.32480,000.00

LAIF 44,304,723.86 0.2407.03 1144,304,723.8644,304,723.86

Medium Term Notes 14,939,758.82 2.4782.37 4251,49515,113,426.1115,003,000.00

Money Market Account 45,238,769.82 0.0207.18 1145,238,769.8245,238,769.82

TimeCD_Deposit Account 79,031,943.52 0.37212.54 1179,031,943.5279,031,943.52

Supranational 15,129,692.33 1.0122.40 1,2161,66315,027,319.2115,000,000.00

Municipal Bonds 63,298,520.20 2.02610.05 6151,50763,914,545.9063,100,000.00

630,102,645.16 100.00%
Investments

629,976,026.68628,115,437.20 1.074 1,114 622

Current Year

December 31

564,404.65

Fiscal Year To Date

3,434,829.22

Average Daily Balance

Effective Rate of Return

637,009,377.67 656,932,803.45

1.04%1.04%

Total Earnings Month Ending

Current market pricing is updated  at the end of each month from data provided by Interactive Data, a securities pricing service.

__________________________________________________   ____________________
 Charlene Sun                                                                                  Date
Treasury/Debt Officer

__________________________________________________     ____________________
Darin Taylor, Chief Financial Officer

Portfolio SCVW

AC

Reporting period 12/01/2021-12/31/2021

Run Date: 01/05/2022 - 15:50 PM (PRF_PM1) 7.3.0
Report Ver. 7.3.6.1
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US Govt
Treasuries/Agencies
$367,679,237
58.4%

LAIF
$44,304,724

7.0%

Corporate Notes
$14,939,759

2.4%

Short Term Funds
(Money Mkt/CDs)
$124,750,713

19.8%

Municipal
Bonds/Supranational

$78,428,213
12.4%

SCVWD Investment Portfolio Composition

Attachment 2

SCVWD Portfolio Book Value as of Dec 31, 2021: $630,102,645
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