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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:

October 24, 2006
TO:



Mayor and Councilmembers

FROM:


Treasury Division, Finance Department

SUBJECT:

September 30, 2006 Investment Report and September 30, 2006 Fiscal Agent Report
RECOMMENDATION:
That Council:
A.
Accept the September 30, 2006 Investment Report; and
B.
Accept the September 30, 2006 Fiscal Agent Report.

DISCUSSION:
 

The investment reporting schedule beginning fiscal year 2007 requires staff to submit a comprehensive report on the City portfolio on a quarterly basis.  Therefore, this report will cover investment activity and relevant economic data for June through September 2006.
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Expectations of increased rates diminished during the quarter as inflationary data became more benign and economic growth slowed, reflected most noticeably in the housing market.  In fact, many market analysts are predicting a reduction in Fed rates in early 2007.  Two-year U.S. Treasury Notes posted their biggest weekly gains in a year after the Fed left overnight lending rates unchanged for a second straight time on Sept 20th following 17 straight increases since June 2004.  The table on the right reflects the substantial decline in rates during the quarter. Based on implied Federal Funds futures at the end of September, there was a 100% probability of no change in short term rates at the October 24th meeting; a fairly low probability of a change either on December 12th or January 31st; and a 50% probability that the Feds would lower rates from 5.25% to 5.00% on March 21st. 
While the primary focus of this report is the quarter ended September 30, 2006, it is important to mention that there has been a notable change in interest rates beginning in the fourth quarter of 2006.  As of October 12th, the 2-year U.S. Treasury Note, for example, increased 15 basis points since September 30th, from 4.68% to 4.83%, which is due, in part, to favorable labor data and stronger than expected consumer confidence and spending.  However, the pace of economic activity has clearly moderated and growth predictions for 2007 have been revised downward.  Energy prices have declined substantially in recent months reinforcing the view that reduced inflationary forces could encourage the Feds to lower rates, but the Feds continue to note that core inflation remains above the long term Federal Reserve target range.  There is quite a diversity in views by analysts if and when the Feds will lower rates.  Based on current implied Fed Funds futures, there is a 20% probability that the Feds will lower rates in March, which is down considerably from the prior 50% probability.   
Investment Activity
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U.S. Treasury Market

During the quarter, $12 million in “AAA” rated securities were purchased, $8 million non-callable and $4 million callable; $16.5 million matured; and, no securities were sold or called.  As reflected on the table below, the term of the securities purchased ranged from 2.3 years to 5 years, with primary concentration in the 3 to 4 year range.  Fortunately, the yields on the securities purchased are notably higher than the matured securities.

Summary of Cash and Investments

[image: image4.wmf]Mo Ended

Yield

Days to Maturity

6/30/2006

3.754%

391

7/31/2006

3.850%

380

8/31/2006

3.939%

412

9/30/2006

4.045%

430

During the quarter, the City’s book rate of return increased 29 basis points, from 3.754% at June 30, 2006 to 4.045% at September 30, 2006.  
The average days to maturity increased 39 days, from 391 days at June 30, 2006 to 430 days at September 30, 2006. 
Portfolio Market Gains/Losses

As shown on the Investment Yields graph below, the market loss on the portfolio has lessened $1.047 million over the quarter, from $1.721 million at June 30, 2006 to $.674 million at September 30, 2006.  This improvement is to be expected since the value of the portfolio increases as bond market yields decline.  Additionally, a significant percentage of the securities that were purchased when yields were at their lowest have since matured and have been replaced with higher yielding securities.   
It’s interesting to note that there is a “moderate” inverted yield curve, with LAIF generating the highest yield @ 4.94%; the 90-Day T-Bill rate was 4.88%; and both of these exceeded the 2-Year USTN @ 4.68%.
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Federal Home Loan Bank

$2,000,000

11/15/07

$44,400

2.21%

Federal Home Loan Bank

$1,000,000

11/23/07

$17,965

1.80%

Federal Home Loan Bank

$2,000,000

08/15/07

$35,442

1.77%

Federal Home Loan Bank

$2,000,000

08/15/07

$35,291

1.76%

Federal Home Loan Bank

$1,000,000

08/15/07

$17,641

1.76%

% Mkt Loss


The table below reflects securities with a market loss of 3% and/or the five securities with the largest % unrealized losses.  All of the securities shown on the table are “AAA”-rated securities, with unrealized market losses only because they were purchased at yields lower than the current market. 
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Additional Reporting Requirements

The following confirmations are made pursuant to California Code Sections 53600 et seq.:

(1) the City’s portfolio as of September 30, 2006 is in compliance with the City’s Statement of Investment Policy; and (2) there are sufficient funds available to meet the City’s expenditure requirements for the next six months.

Fiscal Agent Investments

In addition to reporting requirements for public agency portfolios, a description of any of the agency’s investments under the management of contracted parties is also required on a quarterly basis.  Attachment 2 includes bond funds and the police and fire service retirement fund as of September 30, 2006.  

ATTACHMENTS:
1.  September 30, 2006 Investment Report





2.  September 30, 2006 Fiscal Agent Report

PREPARED BY:
Cynthia J. Odell, Treasury Manager

SUBMITTED BY:
Robert Peirson, Finance Director

APPROVED BY:
City Administrator's Office
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		CITY OF SANTA BARBARA

		Activity and Interest Report

		September 30, 2006

				INVESTMENT ACTIVITY														INTEREST REVENUE

				PURCHASES OR DEPOSITS														POOLED INVESTMENTS

				9/8		Federal Home Loan Bank (FHLB)						$   1,000,000						Interest Earned on Investments								$   424,475

				9/8		Federal Home Loan Mortgage Corp.  (FHLMC)						1,000,000						Amortization								16,857

				9/14		Federal Home Loan Bank (FHLB)						1,000,000						SBB&T Sweep Account Interest								29,054

				9/14		Federal Home Loan Mortgage Corp.  (FHLMC)						1,000,000						SBB&T Trust Account M/M Interest								1,898

						Totals						$   4,000,000						Totals								$   472,284

				SALES, MATURITIES, CALLS OR WITHDRAWALS														RDA INVESTMENTS

				9/1		Federal Farm Credit Bank (FFCB) Maturity						$   (2,000,000)						Interest Earned on Investments (LAIF)								$   38,302

				9/1		Federal Farm Credit Bank (FFCB) Maturity						(2,000,000)

				9/5		Federal Farm Credit Bank (FFCB) Maturity						(1,500,000)

				9/14		LAIF Withdrawal - RDA						(1,000,000)

						Totals						$   (6,500,000)

				ACTIVITY TOTAL								$   (2,500,000)						TOTAL INTEREST EARNED								$   510,586

																												Attachment #1
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		CITY OF SANTA BARBARA

		Summary of Cash and Investments

		September 30, 2006

		ENDING BALANCE AS OF AUGUST 31, 2006

																Yield to				Percent				Average

												Book				Maturity				of				Days to

				Description								Value				(365 days)				Portfolio				Maturity

				State of California LAIF								$   15,000,000				4.900%				10.26%				1

				Certificates of Deposit								1,600,000				3.100%				1.09%				78

				Treasury Securities - Coupon								6,925,979				4.142%				4.74%				657

				Federal Agency Issues - Coupon								113,719,282				3.728%				77.82%				431

				Corporate/Medium Term Notes								8,907,367				5.003%				6.09%				733

						Totals and Averages						$   146,152,629				3.939%				100.00%				412

				SBB&T Money Market Account								7,080,150

				Total Cash and Investments								$   153,232,779

		NET CASH AND INVESTMENT ACTIVITY FOR SEPTEMBER 2006										$   (5,132,463)

		ENDING BALANCE AS OF SEPTEMBER 30, 2006

																Yield to				Percent				Average

												Book				Maturity				of				Days to

				Description								Value				(365 days)				Portfolio				Maturity

				State of California LAIF								$   14,000,000				4.940%				9.75%				1				(1)

				Certificates of Deposit								1,600,000				3.100%				1.11%				48

				Treasury Securities - Coupon								6,928,366				4.142%				4.82%				627

				Federal Agency Issues - Coupon								112,204,245				3.865%				78.12%				455

				Corporate/Medium Term Notes								8,913,024				5.003%				6.20%				703

						Totals and Averages						$   143,645,635				4.045%				100.00%				430

				SBB&T Money Market Account								4,454,680

				Total Cash and Investments								$   148,100,316

		Note:

		(1)		The average life of the LAIF portfolio as of September 30, 2006 is 155 days.
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Investment Portfolio

		CITY OF SANTA BARBARA

		Investment Portfolio

		September 30, 2006

		CITY				PURCHASE		MATURITY		QUALITY RATING				STATED		YIELD AT		FACE				BOOK				MARKET				BOOK

		ID NO.		DESCRIPTION		DATE		DATE		MOODY'S		S & P		RATE		365		VALUE				VALUE				VALUE				GAIN/(LOSS)				COMMENTS

				LOCAL AGENCY INVESTMENT FUNDS

		11171		LOCAL AGENCY INVESTMENT FUND		-		-		-		-		4.940		4.940		5,000,000.00				5,000,000.00				5,000,000.00				0.00

		11175-1		LOCAL AGENCY INV FUND/RDA		-		-		-		-		4.940		4.940		9,000,000.00				9,000,000.00				9,000,000.00				0.00

				Subtotal, LAIF														14,000,000.00				14,000,000.00				14,000,000.00				0.00

				CERTIFICATES OF DEPOSIT

		15-552		MONTECITO BANK & TRUST		38309.0		39039.0		-		-		3.100		3.100		1,600,000.00				1,600,000.00				1,600,000.00				0.00

				Subtotal, Certificates of deposit														1,600,000.00				1,600,000.00				1,600,000.00				0.00

				TREASURY SECURITIES - COUPON

		67-641		U S TREASURY NOTE		38309.0		39217.0		Aaa		AAA		3.125		3.010		2,000,000.00				2,001,361.16				1,977,810.00				(23,551.16)

		85-659		U S TREASURY NOTE		38566.0		39294.0		Aaa		AAA		3.875		4.000		1,000,000.00				999,009.42				991,485.00				(7,524.42)

		92-677		U S TREASURY NOTE		38856.0		39948.0		Aaa		AAA		4.875		5.000		2,000,000.00				1,993,975.14				2,012,190.00				18,214.86

		94-669		U S TREASURY NOTE		38749.0		39859.0		Aaa		AAA		3.000		4.501		2,000,000.00				1,934,020.27				1,927,660.00				(6,360.27)

				Subtotal, Treasury Securities														7,000,000.00				6,928,365.99				6,909,145.00				(19,220.99)

				FEDERAL AGENCY ISSUES - COUPON

		67-654		FED AGRICULTURAL MTG CORP		38482.0		39183.0		-		-		5.230		4.000		1,490,000.00				1,499,205.87				1,489,418.90				(9,786.97)				0.00

		67-633		FEDERAL FARM CREDIT BANK		38268.0		39090.0		Aaa		AAA		3.125		3.060		1,000,000.00				1,000,164.06				994,220.00				(5,944.06)				0.00

		67-662		FEDERAL FARM CREDIT BANK		38660.0		39379.0		Aaa		AAA		4.500		4.650		1,000,000.00				998,484.18				993,905.00				(4,579.18)				0.00

		67-673		FEDERAL FARM CREDIT BANK		38783.0		39918.0		Aaa		AAA		4.125		5.000		2,000,000.00				1,959,237.89				1,961,250.00				2,012.11				0.00

		67-684		FEDERAL FARM CREDIT BANK		38946.0		40042.0		Aaa		AAA		5.125		5.150		2,000,000.00				1,998,676.22				2,010,010.00				11,333.78				0.00

		94-680		FEDERAL FARM CREDIT BANK		38870.0		39862.0		Aaa		AAA		5.260		5.280		2,000,000.00				1,999,227.30				2,013,440.00				14,212.70				0.00

		94-686		FEDERAL FARM CREDIT BANK		38957.0		39799.0		Aaa		AAA		3.700		5.170		2,000,000.00				1,939,335.01				1,943,440.00				4,104.99				0.00

		67-600C		FEDERAL HOME LOAN BANK		37847.0		39216.0		Aaa		AAA		3.000		3.001		2,000,000.00				2,000,000.00				1,972,810.00				(27,190.00)				Callable to maturity

		67-604		FEDERAL HOME LOAN BANK		37858.0		39055.0		Aaa		AAA		3.100		3.070		1,000,000.00				1,000,047.56				996,250.00				(3,797.56)				0.00

		67-608		FEDERAL HOME LOAN BANK		37930.0		39036.0		Aaa		AAA		2.750		2.830		2,000,000.00				1,999,814.31				1,993,760.00				(6,054.31)				0.00

		67-630		FEDERAL HOME LOAN BANK		38254.0		39309.0		Aaa		AAA		3.125		3.050		2,000,000.00				2,001,230.66				1,965,940.00				(35,290.66)				0.00

		67-631		FEDERAL HOME LOAN BANK		38257.0		39217.0		Aaa		AAA		2.625		3.005		2,000,000.00				1,995,477.47				1,968,440.00				(27,037.47)				0.00

		67-634		FEDERAL HOME LOAN BANK		38285.0		39217.0		Aaa		AAA		3.500		2.960		1,000,000.00				1,003,209.04				989,535.00				(13,674.04)				0.00

		67-639		FEDERAL HOME LOAN BANK		38300.0		39048.0		Aaa		AAA		4.450		3.030		2,000,000.00				2,004,249.32				1,997,190.00				(7,059.32)				0.00

		67-646		FEDERAL HOME LOAN BANK		38379.0		39217.0		Aaa		AAA		2.625		3.500		2,000,000.00				1,989,606.18				1,968,440.00				(21,166.18)				0.00

		67-647		FEDERAL HOME LOAN BANK		38383.0		39174.0		Aaa		AAA		2.800		3.510		2,000,000.00				1,993,167.89				1,975,940.00				(17,227.89)				0.00

		67-655		FEDERAL HOME LOAN BANK		38482.0		39353.0		Aaa		AAA		3.010		4.010		2,000,000.00				1,981,234.62				1,960,000.00				(21,234.62)				0.00

		67-661		FEDERAL HOME LOAN BANK		38657.0		39006.0		Aaa		AAA		2.625		4.545		2,000,000.00				1,998,450.43				1,998,120.00				(330.43)				0.00

		67-663C		FEDERAL HOME LOAN BANK		38677.0		39773.0		Aaa		AAA		5.070		5.070		1,000,000.00				1,000,000.00				1,000,005.00				5.00				Callable 11/21/06 once

		67-690		FEDERAL HOME LOAN BANK		38974.0		40450.0		Aaa		AAA		5.125		5.070		1,000,000.00				1,001,858.03				1,005,625.00				3,766.97				0.00

		72-614C		FEDERAL HOME LOAN BANK		38016.0		39020.0		Aaa		AAA		3.050		3.051		1,000,000.00				1,000,000.00				998,130.00				(1,870.00)				Callable to maturity

		85-595C		FEDERAL HOME LOAN BANK		37825.0		39105.0		Aaa		AAA		2.480		2.480		2,000,000.00				2,000,000.00				1,982,810.00				(17,190.00)				Callable to maturity

		85-609C		FEDERAL HOME LOAN BANK		37953.0		39050.0		Aaa		AAA		3.030		3.030		2,000,000.00				2,000,000.00				1,992,810.00				(7,190.00)				Callable converted to bullet

		85-611C		FEDERAL HOME LOAN BANK		37991.0		39087.0		Aaa		AAA		3.000		3.000		3,000,000.00				3,000,000.00				2,982,180.00				(17,820.00)				Callable to maturity

		85-613		FEDERAL HOME LOAN BANK		37986.0		39309.0		Aaa		AAA		3.125		3.040		2,000,000.00				2,001,382.18				1,965,940.00				(35,442.18)				0.00

		85-617C		FEDERAL HOME LOAN BANK		38044.0		39321.0		Aaa		AAA		3.375		3.375		1,000,000.00				1,000,000.00				984,535.00				(15,465.00)				Callable to maturity

		85-620C		FEDERAL HOME LOAN BANK		38104.0		39290.0		Aaa		AAA		3.000		3.001		1,000,000.00				1,000,000.00				982,655.00				(17,345.00)				Callable converted to bullet

		85-621C		FEDERAL HOME LOAN BANK		38107.0		39385.0		Aaa		AAA		3.410		3.410		1,000,000.00				1,000,000.00				982,500.00				(17,500.00)				Callable to maturity

		85-637		FEDERAL HOME LOAN BANK		38294.0		39309.0		Aaa		AAA		3.125		3.050		1,000,000.00				1,000,611.08				982,970.00				(17,641.08)				0.00

		85-638C		FEDERAL HOME LOAN BANK		38314.0		39409.0		Aaa		AAA		3.440		3.440		1,000,000.00				1,000,000.00				982,035.00				(17,965.00)				Callable to maturity

		85-643C		FEDERAL HOME LOAN BANK		38366.0		39643.0		Aaa		AAA		4.000		4.000		1,000,000.00				1,000,000.00				982,970.00				(17,030.00)				Callable to maturity

		85-645		FEDERAL HOME LOAN BANK		38357.0		39401.0		Aaa		AAA		3.500		3.536		2,000,000.00				1,999,223.38				1,965,940.00				(33,283.38)				0.00

		85-650		FEDERAL HOME LOAN BANK		38406.0		39036.0		Aaa		AAA		3.125		3.540		2,000,000.00				1,999,020.96				1,995,000.00				(4,020.96)				0.00

		85-653		FEDERAL HOME LOAN BANK		38422.0		39401.0		Aaa		AAA		3.500		4.026		1,000,000.00				994,442.90				982,970.00				(11,472.90)				0.00

		85-664C		FEDERAL HOME LOAN BANK		38715.0		40541.0		Aaa		AAA		5.320		5.320		1,000,000.00				1,000,000.00				1,000,000.00				0.00				Callable 12/29/2006 once

		85-668C		FEDERAL HOME LOAN BANK		38765.0		40591.0		Aaa		AAA		5.020		5.020		2,000,000.00				2,000,000.00				1,991,880.00				(8,120.00)				Callable 2/17/2009 once

		85-675C		FEDERAL HOME LOAN BANK		38835.0		40296.0		Aaa		AAA		5.400		5.400		2,000,000.00				2,000,000.00				2,003,130.00				3,130.00				Callable 4/28/2008 once

		92-687C		FEDERAL HOME LOAN BANK		38968.0		40064.0		Aaa		AAA		5.250		5.250		1,000,000.00				1,000,000.00				999,375.00				(625.00)				Callable 09/08/2008 once

		94-616		FEDERAL HOME LOAN BANK		38016.0		39128.0		Aaa		AAA		5.375		2.750		2,000,000.00				2,018,620.78				2,000,310.00				(18,310.78)				0.00

		94-619		FEDERAL HOME LOAN BANK		38077.0		39036.0		Aaa		AAA		2.750		2.150		2,000,000.00				2,001,416.95				1,993,760.00				(7,656.95)				0.00

		94-622		FEDERAL HOME LOAN BANK		38092.0		39401.0		Aaa		AAA		3.500		3.010		2,000,000.00				2,010,340.46				1,965,940.00				(44,400.46)				0.00

		94-625		FEDERAL HOME LOAN BANK		38105.0		39128.0		Aaa		AAA		2.875		3.000		1,000,000.00				999,552.89				991,250.00				(8,302.89)				0.00

		94-628		FEDERAL HOME LOAN BANK		38219.0		39226.0		Aaa		AAA		3.360		3.015		2,000,000.00				2,004,238.07				1,976,570.00				(27,668.07)				0.00

		94-629		FEDERAL HOME LOAN BANK		38239.0		39128.0		Aaa		AAA		2.875		3.000		2,000,000.00				1,999,103.61				1,982,500.00				(16,603.61)				0.00

		94-632		FEDERAL HOME LOAN BANK		38258.0		39128.0		Aaa		AAA		2.875		3.000		2,000,000.00				1,999,099.37				1,982,500.00				(16,599.37)				0.00

		94-652C		FEDERAL HOME LOAN BANK		38440.0		39262.0		Aaa		AAA		4.000		4.002		1,000,000.00				1,000,000.00				991,405.00				(8,595.00)				Callable converted to bullet

		94-660C		FEDERAL HOME LOAN BANK		38652.0		39748.0		Aaa		AAA		5.000		5.000		2,000,000.00				2,000,000.00				1,988,130.00				(11,870.00)				Callable to maturity

		94-674		FEDERAL HOME LOAN BANK		38800.0		39714.0		Aaa		AAA		5.520		5.015		1,000,000.00				1,009,274.22				1,010,780.00				1,505.78				0.00

		94-679		FEDERAL HOME LOAN BANK		38870.0		39794.0		Aaa		AAA		4.750		5.270		1,000,000.00				989,412.77				995,470.00				6,057.23				0.00

		94-682		FEDERAL HOME LOAN BANK		38891.0		39629.0		Aaa		AAA		3.000		5.500		2,000,000.00				1,918,359.78				1,934,690.00				16,330.22				0.00

		94-685C		FEDERAL HOME LOAN BANK		38947.0		40408.0		Aaa		AAA		5.470		5.470		2,000,000.00				2,000,000.00				2,008,440.00				8,440.00				Callable 8/18/2008 once

		64-688C		FEDERAL HOME LOAN MTG CORP		38968.0		40794.0		Aaa		AAA		5.500		5.500		1,000,000.00				1,000,000.00				1,001,200.00				1,200.00				Callable 09/08/2008 once

		67-602C		FEDERAL HOME LOAN MTG CORP		37837.0		39108.0		Aaa		AAA		2.800		3.020		2,000,000.00				1,998,673.64				1,984,380.00				(14,293.64)				Callable to maturity

		67-640		FEDERAL HOME LOAN MTG CORP		38300.0		38996.0		Aaa		AAA		2.750		3.000		1,000,000.00				999,966.38				999,690.00				(276.38)				0.00

		67-648		FEDERAL HOME LOAN MTG CORP		38398.0		39087.0		Aaa		AAA		2.850		3.500		2,000,000.00				1,996,734.88				1,987,320.00				(9,414.88)				0.00

		67-656		FEDERAL HOME LOAN MTG CORP		38546.0		39150.0		Aaa		AAA		3.500		4.010		2,000,000.00				1,995,689.46				1,984,540.00				(11,149.46)				0.00

		67-678C		FEDERAL HOME LOAN MTG CORP		38873.0		39787.0		Aaa		AAA		5.500		5.500		2,000,000.00				2,000,000.00				2,000,720.00				720.00				Callable 12/05/06 once

		67-681		FEDERAL HOME LOAN MTG CORP		38884.0		39601.0		Aaa		AAA		4.350		5.370		2,000,000.00				1,968,043.14				1,975,800.00				7,756.86				0.00

		67-689		FEDERAL HOME LOAN MTG CORP		38974.0		40057.0		Aaa		AAA		4.125		5.070		1,000,000.00				974,679.94				977,830.00				3,150.06				0.00

		85-587C		FEDERAL HOME LOAN MTG CORP		37748.0		39028.0		Aaa		AAA		3.050		3.050		1,000,000.00				1,000,000.00				997,760.00				(2,240.00)				Callable to maturity

		94-610		FEDERAL HOME LOAN MTG CORP		37939.0		39087.0		Aaa		AAA		6.700		3.000		1,000,000.00				1,009,149.83				1,003,440.00				(5,709.83)				0.00

		67-624C		FEDERAL NATL MORTGAGE ASSN		38103.0		39198.0		Aaa		AAA		2.875		3.050		2,000,000.00				2,000,000.00				1,973,440.00				(26,560.00)				Callable converted to bullet

		67-649C		FEDERAL NATL MORTGAGE ASSN		38408.0		39503.0		Aaa		AAA		4.000		4.000		2,000,000.00				2,000,000.00				1,970,630.00				(29,370.00)				Callable to maturity

		67-666C		FEDERAL NATL MORTGAGE ASSN		38735.0		40561.0		Aaa		AAA		5.100		5.130		1,000,000.00				999,156.81				994,375.00				(4,781.81)				Callable 1/18/08 once

		67-676		FEDERAL NATL MORTGAGE ASSN		38834.0		40288.0		Aaa		AAA		4.750		5.270		2,000,000.00				1,967,029.83				1,991,880.00				24,850.17				0.00

		85-612C		FEDERAL NATL MORTGAGE ASSN		37986.0		39080.0		Aaa		AAA		3.000		3.020		2,000,000.00				2,000,000.00				1,988,760.00				(11,240.00)				Callable to maturity

		85-635C		FEDERAL NATL MORTGAGE ASSN		38313.0		39043.0		Aaa		AAA		3.000		3.000		2,000,000.00				2,000,000.00				1,993,760.00				(6,240.00)				Callable converted to bullet

		85-636		FEDERAL NATL MORTGAGE ASSN		38294.0		39278.0		Aaa		AAA		4.250		3.010		1,000,000.00				1,009,314.73				992,815.00				(16,499.73)				0.00

		85-658C		FEDERAL NATL MORTGAGE ASSN		38579.0		39493.0		Aaa		AAA		4.530		4.530		1,000,000.00				1,000,000.00				992,190.00				(7,810.00)				Callable to maturity

		94-667		FEDERAL NATL MORTGAGE ASSN		38743.0		39465.0		Aaa		AAA		3.800		4.655		2,000,000.00				1,979,030.91				1,967,500.00				(11,530.91)				0.00

				Subtotal, Federal Agencies														112,490,000.00				112,204,244.99				111,555,343.90				(648,901.09)

				CORPORATE/MEDIUM TERM NOTES

		67-665		GENERAL ELECTRIC CAPITAL CORP		38729.0		39097.0		Aaa		AAA		2.800		4.701		2,000,000.00				1,989,393.72				1,986,240.00				(3,153.72)				0.00

		92-683		GENERAL ELECTRIC CAPITAL CORP		38944.0		40071.0		Aaa		AAA		4.625		5.300		2,000,000.00				1,963,555.60				1,976,060.00				12,504.40

		94-670		GENERAL ELECTRIC CAPITAL CORP		38758.0		39979.0		Aaa		AAA		4.000		5.000		1,000,000.00				975,326.68				973,500.00				(1,826.68)

		94-672		TOYOTA MOTOR CREDIT		38776.0		39797.0		Aaa		AAA		5.500		5.016		2,000,000.00				2,019,554.32				2,012,480.00				(7,074.32)

		67-671		WELLS FARGO & CO.		38761.0		39675.0		Aa1		AA		4.000		5.000		2,000,000.00				1,965,194.10				1,958,420.00				(6,774.10)

				Subtotal, Corporate Securities														9,000,000.00				8,913,024.42				8,906,700.00				(6,324.42)

				TOTALS														144,090,000.00				143,645,635.40				142,971,188.90				(674,446.50)

				Market values have been obtained from the City's safekeeping agent, Santa Barbara Bank and Trust (SBB&T).  SBB&T uses Interactive Data Pricing Service, Bloomberg and DTC.
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Purchases

						Face		Final		Call		Yield		Yield

				Issuer		Amount		Maturity		Date		To Call		To Maturity

		Purchases:

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/01/09						5.070%

				Federal Home Loan Bank (FHLB)		1,000,000		09/08/09		09/08/08		5.25%		5.250%

				Federal Home Loan Bank (FHLB)		1,000,000		09/29/10						5.070%

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/08/11		09/08/08		5.50%		5.500%

		Maturities:

				Federal Farm Credit Bank (FFCB)		2,000,000		09/01/06						2.000%

				Federal Farm Credit Bank (FFCB)		2,000,000		09/01/06						2.105%

				Federal Farm Credit Bank (FFCB)		1,500,000		09/05/06						2.000%





Mkt Loss Table

		`

				Issuer		Face Amount		Maturity		$ Mkt Loss		% Mkt Loss

				Federal Home Loan Bank		$2,000,000		11/15/07		$44,400		2.21%

				Federal Home Loan Bank		$1,000,000		11/23/07		$17,965		1.80%

				Federal Home Loan Bank		$2,000,000		08/15/07		$35,442		1.77%

				Federal Home Loan Bank		$2,000,000		08/15/07		$35,291		1.76%

				Federal Home Loan Bank		$1,000,000		08/15/07		$17,641		1.76%

				Issuer		Face Amount		Maturity		$ Mkt Decline		% Mkt Decline

				None





Graph with LAIF

				Oct'05
$(1.898)		Nov'05
$(1.832)		Dec'05
$(1.750)		Jan'06
$(1.691)		Feb'06
$(1.731)		Mar'06
$(1.767)		Apr'06
$(1.696)		May'06
$(1.722)		Jun'06
$(1.721)		Jul'06
$(1.304)		Aug'06
$(.920)		Sep'06
$(.674)

		City Portfolio		3.072		3.151		3.215		3.352		3.433		3.458		3.526		3.613		3.754		3.850		3.939		4.045

		2-Year USTN		4.38		4.41		4.40		4.51		4.68		4.82		4.86		5.04		5.15		4.96		4.78		4.68

		90-Day T-Bill		3.88		3.95		4.07		4.46		4.62		4.60		4.76		4.84		4.98		5.07		5.04		4.88

		LAIF Rate		3.46		3.55		3.63		3.96		4.00		4.05		4.30		4.44		4.53		4.85		4.90		4.94

		For printout
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Jul-Sept

						Face		Purchase		Final		Call		Yield		Yield

				Issuer		Amount		Date		Maturity		Date		To Call		To Maturity						Term

		Purchases:

				General Electric Capital Corp.  (GECC)		2,000,000		08/15/06		09/15/09		-		-		5.300%						3.08

				Federal Farm Credit Bank (FFCB)		2,000,000		08/17/06		08/17/09		-		-		5.150%						3.0

				Federal Home Loan Bank (FHLB)		2,000,000		08/18/06		08/18/10		08/18/08		5.470%		5.470%						4.0

				Federal Farm Credit Bank (FFCB)		2,000,000		08/28/06		12/17/08		-		-		5.170%						2.3

				Federal Home Loan Bank (FHLB)		1,000,000		09/08/06		09/08/09		09/08/08		5.250%		5.250%						3

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/08/06		09/08/11		09/08/08		5.500%		5.500%						5

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/14/06		09/01/09		-		-		5.070%						3

				Federal Home Loan Bank (FHLB)		1,000,000		09/14/06		09/29/10		-		-		5.070%						4

		Maturities:

				Federal Home Loan Mortgage Corp. (FHLMC)		2,000,000		07/07/03		07/07/06						2.000%

				Federal Home Loan Mortgage Corp. (FHLMC)		2,000,000		05/16/03		07/26/06						2.171%

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		07/28/03		07/28/06						2.200%

				Federal National Mortgage Assn. (FNMA)		2,000,000		07/25/05		07/31/06						3.998%

				Federal Home Loan Bank (FHLB)		2,000,000		03/20/03		08/15/06						2.640%

				Federal Home Loan Bank (FHLB)		2,000,000		06/04/04		08/15/06						3.035%

				Federal Farm Credit Bank (FFCB)		2,000,000		06/30/03		09/01/06						2.000%

				Federal Farm Credit Bank (FFCB)		2,000,000		07/16/03		09/01/06						2.105%

				Federal Farm Credit Bank (FFCB)		1,500,000		03/29/04		09/05/06						2.000%
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		CITY OF SANTA BARBARA

		Activity and Interest Report

		September 30, 2006

				INVESTMENT ACTIVITY														INTEREST REVENUE

				PURCHASES OR DEPOSITS														POOLED INVESTMENTS

				9/8		Federal Home Loan Bank (FHLB)						$   1,000,000						Interest Earned on Investments								$   424,475

				9/8		Federal Home Loan Mortgage Corp.  (FHLMC)						1,000,000						Amortization								16,857

				9/14		Federal Home Loan Bank (FHLB)						1,000,000						SBB&T Sweep Account Interest								29,054

				9/14		Federal Home Loan Mortgage Corp.  (FHLMC)						1,000,000						SBB&T Trust Account M/M Interest								1,898

						Totals						$   4,000,000						Totals								$   472,284

				SALES, MATURITIES, CALLS OR WITHDRAWALS														RDA INVESTMENTS

				9/1		Federal Farm Credit Bank (FFCB) Maturity						$   (2,000,000)						Interest Earned on Investments (LAIF)								$   38,302

				9/1		Federal Farm Credit Bank (FFCB) Maturity						(2,000,000)

				9/5		Federal Farm Credit Bank (FFCB) Maturity						(1,500,000)

				9/14		LAIF Withdrawal - RDA						(1,000,000)

						Totals						$   (6,500,000)

				ACTIVITY TOTAL								$   (2,500,000)						TOTAL INTEREST EARNED								$   510,586

																												Attachment #1
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		CITY OF SANTA BARBARA

		Summary of Cash and Investments

		September 30, 2006

		ENDING BALANCE AS OF AUGUST 31, 2006

																Yield to				Percent				Average

												Book				Maturity				of				Days to

				Description								Value				(365 days)				Portfolio				Maturity

				State of California LAIF								$   15,000,000				4.900%				10.26%				1

				Certificates of Deposit								1,600,000				3.100%				1.09%				78

				Treasury Securities - Coupon								6,925,979				4.142%				4.74%				657

				Federal Agency Issues - Coupon								113,719,282				3.728%				77.82%				431

				Corporate/Medium Term Notes								8,907,367				5.003%				6.09%				733

						Totals and Averages						$   146,152,629				3.939%				100.00%				412

				SBB&T Money Market Account								7,080,150

				Total Cash and Investments								$   153,232,779

		NET CASH AND INVESTMENT ACTIVITY FOR SEPTEMBER 2006										$   (5,132,463)

		ENDING BALANCE AS OF SEPTEMBER 30, 2006

																Yield to				Percent				Average

												Book				Maturity				of				Days to

				Description								Value				(365 days)				Portfolio				Maturity

				State of California LAIF								$   14,000,000				4.940%				9.75%				1				(1)

				Certificates of Deposit								1,600,000				3.100%				1.11%				48

				Treasury Securities - Coupon								6,928,366				4.142%				4.82%				627

				Federal Agency Issues - Coupon								112,204,245				3.865%				78.12%				455

				Corporate/Medium Term Notes								8,913,024				5.003%				6.20%				703

						Totals and Averages						$   143,645,635				4.045%				100.00%				430

				SBB&T Money Market Account								4,454,680

				Total Cash and Investments								$   148,100,316

		Note:

		(1)		The average life of the LAIF portfolio as of September 30, 2006 is 155 days.
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Investment Portfolio

		CITY OF SANTA BARBARA

		Investment Portfolio

		September 30, 2006

		CITY				PURCHASE		MATURITY		QUALITY RATING				STATED		YIELD AT		FACE				BOOK				MARKET				BOOK

		ID NO.		DESCRIPTION		DATE		DATE		MOODY'S		S & P		RATE		365		VALUE				VALUE				VALUE				GAIN/(LOSS)				COMMENTS

				LOCAL AGENCY INVESTMENT FUNDS

		11171		LOCAL AGENCY INVESTMENT FUND		-		-		-		-		4.940		4.940		5,000,000.00				5,000,000.00				5,000,000.00				0.00

		11175-1		LOCAL AGENCY INV FUND/RDA		-		-		-		-		4.940		4.940		9,000,000.00				9,000,000.00				9,000,000.00				0.00

				Subtotal, LAIF														14,000,000.00				14,000,000.00				14,000,000.00				0.00

				CERTIFICATES OF DEPOSIT

		15-552		MONTECITO BANK & TRUST		38309.0		39039.0		-		-		3.100		3.100		1,600,000.00				1,600,000.00				1,600,000.00				0.00

				Subtotal, Certificates of deposit														1,600,000.00				1,600,000.00				1,600,000.00				0.00

				TREASURY SECURITIES - COUPON

		67-641		U S TREASURY NOTE		38309.0		39217.0		Aaa		AAA		3.125		3.010		2,000,000.00				2,001,361.16				1,977,810.00				(23,551.16)

		85-659		U S TREASURY NOTE		38566.0		39294.0		Aaa		AAA		3.875		4.000		1,000,000.00				999,009.42				991,485.00				(7,524.42)

		92-677		U S TREASURY NOTE		38856.0		39948.0		Aaa		AAA		4.875		5.000		2,000,000.00				1,993,975.14				2,012,190.00				18,214.86

		94-669		U S TREASURY NOTE		38749.0		39859.0		Aaa		AAA		3.000		4.501		2,000,000.00				1,934,020.27				1,927,660.00				(6,360.27)

				Subtotal, Treasury Securities														7,000,000.00				6,928,365.99				6,909,145.00				(19,220.99)

				FEDERAL AGENCY ISSUES - COUPON

		67-654		FED AGRICULTURAL MTG CORP		38482.0		39183.0		-		-		5.230		4.000		1,490,000.00				1,499,205.87				1,489,418.90				(9,786.97)				0.00

		67-633		FEDERAL FARM CREDIT BANK		38268.0		39090.0		Aaa		AAA		3.125		3.060		1,000,000.00				1,000,164.06				994,220.00				(5,944.06)				0.00

		67-662		FEDERAL FARM CREDIT BANK		38660.0		39379.0		Aaa		AAA		4.500		4.650		1,000,000.00				998,484.18				993,905.00				(4,579.18)				0.00

		67-673		FEDERAL FARM CREDIT BANK		38783.0		39918.0		Aaa		AAA		4.125		5.000		2,000,000.00				1,959,237.89				1,961,250.00				2,012.11				0.00

		67-684		FEDERAL FARM CREDIT BANK		38946.0		40042.0		Aaa		AAA		5.125		5.150		2,000,000.00				1,998,676.22				2,010,010.00				11,333.78				0.00

		94-680		FEDERAL FARM CREDIT BANK		38870.0		39862.0		Aaa		AAA		5.260		5.280		2,000,000.00				1,999,227.30				2,013,440.00				14,212.70				0.00

		94-686		FEDERAL FARM CREDIT BANK		38957.0		39799.0		Aaa		AAA		3.700		5.170		2,000,000.00				1,939,335.01				1,943,440.00				4,104.99				0.00

		67-600C		FEDERAL HOME LOAN BANK		37847.0		39216.0		Aaa		AAA		3.000		3.001		2,000,000.00				2,000,000.00				1,972,810.00				(27,190.00)				Callable to maturity

		67-604		FEDERAL HOME LOAN BANK		37858.0		39055.0		Aaa		AAA		3.100		3.070		1,000,000.00				1,000,047.56				996,250.00				(3,797.56)				0.00

		67-608		FEDERAL HOME LOAN BANK		37930.0		39036.0		Aaa		AAA		2.750		2.830		2,000,000.00				1,999,814.31				1,993,760.00				(6,054.31)				0.00

		67-630		FEDERAL HOME LOAN BANK		38254.0		39309.0		Aaa		AAA		3.125		3.050		2,000,000.00				2,001,230.66				1,965,940.00				(35,290.66)				0.00

		67-631		FEDERAL HOME LOAN BANK		38257.0		39217.0		Aaa		AAA		2.625		3.005		2,000,000.00				1,995,477.47				1,968,440.00				(27,037.47)				0.00

		67-634		FEDERAL HOME LOAN BANK		38285.0		39217.0		Aaa		AAA		3.500		2.960		1,000,000.00				1,003,209.04				989,535.00				(13,674.04)				0.00

		67-639		FEDERAL HOME LOAN BANK		38300.0		39048.0		Aaa		AAA		4.450		3.030		2,000,000.00				2,004,249.32				1,997,190.00				(7,059.32)				0.00

		67-646		FEDERAL HOME LOAN BANK		38379.0		39217.0		Aaa		AAA		2.625		3.500		2,000,000.00				1,989,606.18				1,968,440.00				(21,166.18)				0.00

		67-647		FEDERAL HOME LOAN BANK		38383.0		39174.0		Aaa		AAA		2.800		3.510		2,000,000.00				1,993,167.89				1,975,940.00				(17,227.89)				0.00

		67-655		FEDERAL HOME LOAN BANK		38482.0		39353.0		Aaa		AAA		3.010		4.010		2,000,000.00				1,981,234.62				1,960,000.00				(21,234.62)				0.00

		67-661		FEDERAL HOME LOAN BANK		38657.0		39006.0		Aaa		AAA		2.625		4.545		2,000,000.00				1,998,450.43				1,998,120.00				(330.43)				0.00

		67-663C		FEDERAL HOME LOAN BANK		38677.0		39773.0		Aaa		AAA		5.070		5.070		1,000,000.00				1,000,000.00				1,000,005.00				5.00				Callable 11/21/06 once

		67-690		FEDERAL HOME LOAN BANK		38974.0		40450.0		Aaa		AAA		5.125		5.070		1,000,000.00				1,001,858.03				1,005,625.00				3,766.97				0.00

		72-614C		FEDERAL HOME LOAN BANK		38016.0		39020.0		Aaa		AAA		3.050		3.051		1,000,000.00				1,000,000.00				998,130.00				(1,870.00)				Callable to maturity

		85-595C		FEDERAL HOME LOAN BANK		37825.0		39105.0		Aaa		AAA		2.480		2.480		2,000,000.00				2,000,000.00				1,982,810.00				(17,190.00)				Callable to maturity

		85-609C		FEDERAL HOME LOAN BANK		37953.0		39050.0		Aaa		AAA		3.030		3.030		2,000,000.00				2,000,000.00				1,992,810.00				(7,190.00)				Callable converted to bullet

		85-611C		FEDERAL HOME LOAN BANK		37991.0		39087.0		Aaa		AAA		3.000		3.000		3,000,000.00				3,000,000.00				2,982,180.00				(17,820.00)				Callable to maturity

		85-613		FEDERAL HOME LOAN BANK		37986.0		39309.0		Aaa		AAA		3.125		3.040		2,000,000.00				2,001,382.18				1,965,940.00				(35,442.18)				0.00

		85-617C		FEDERAL HOME LOAN BANK		38044.0		39321.0		Aaa		AAA		3.375		3.375		1,000,000.00				1,000,000.00				984,535.00				(15,465.00)				Callable to maturity

		85-620C		FEDERAL HOME LOAN BANK		38104.0		39290.0		Aaa		AAA		3.000		3.001		1,000,000.00				1,000,000.00				982,655.00				(17,345.00)				Callable converted to bullet

		85-621C		FEDERAL HOME LOAN BANK		38107.0		39385.0		Aaa		AAA		3.410		3.410		1,000,000.00				1,000,000.00				982,500.00				(17,500.00)				Callable to maturity

		85-637		FEDERAL HOME LOAN BANK		38294.0		39309.0		Aaa		AAA		3.125		3.050		1,000,000.00				1,000,611.08				982,970.00				(17,641.08)				0.00

		85-638C		FEDERAL HOME LOAN BANK		38314.0		39409.0		Aaa		AAA		3.440		3.440		1,000,000.00				1,000,000.00				982,035.00				(17,965.00)				Callable to maturity

		85-643C		FEDERAL HOME LOAN BANK		38366.0		39643.0		Aaa		AAA		4.000		4.000		1,000,000.00				1,000,000.00				982,970.00				(17,030.00)				Callable to maturity

		85-645		FEDERAL HOME LOAN BANK		38357.0		39401.0		Aaa		AAA		3.500		3.536		2,000,000.00				1,999,223.38				1,965,940.00				(33,283.38)				0.00

		85-650		FEDERAL HOME LOAN BANK		38406.0		39036.0		Aaa		AAA		3.125		3.540		2,000,000.00				1,999,020.96				1,995,000.00				(4,020.96)				0.00

		85-653		FEDERAL HOME LOAN BANK		38422.0		39401.0		Aaa		AAA		3.500		4.026		1,000,000.00				994,442.90				982,970.00				(11,472.90)				0.00

		85-664C		FEDERAL HOME LOAN BANK		38715.0		40541.0		Aaa		AAA		5.320		5.320		1,000,000.00				1,000,000.00				1,000,000.00				0.00				Callable 12/29/2006 once

		85-668C		FEDERAL HOME LOAN BANK		38765.0		40591.0		Aaa		AAA		5.020		5.020		2,000,000.00				2,000,000.00				1,991,880.00				(8,120.00)				Callable 2/17/2009 once

		85-675C		FEDERAL HOME LOAN BANK		38835.0		40296.0		Aaa		AAA		5.400		5.400		2,000,000.00				2,000,000.00				2,003,130.00				3,130.00				Callable 4/28/2008 once

		92-687C		FEDERAL HOME LOAN BANK		38968.0		40064.0		Aaa		AAA		5.250		5.250		1,000,000.00				1,000,000.00				999,375.00				(625.00)				Callable 09/08/2008 once

		94-616		FEDERAL HOME LOAN BANK		38016.0		39128.0		Aaa		AAA		5.375		2.750		2,000,000.00				2,018,620.78				2,000,310.00				(18,310.78)				0.00

		94-619		FEDERAL HOME LOAN BANK		38077.0		39036.0		Aaa		AAA		2.750		2.150		2,000,000.00				2,001,416.95				1,993,760.00				(7,656.95)				0.00

		94-622		FEDERAL HOME LOAN BANK		38092.0		39401.0		Aaa		AAA		3.500		3.010		2,000,000.00				2,010,340.46				1,965,940.00				(44,400.46)				0.00

		94-625		FEDERAL HOME LOAN BANK		38105.0		39128.0		Aaa		AAA		2.875		3.000		1,000,000.00				999,552.89				991,250.00				(8,302.89)				0.00

		94-628		FEDERAL HOME LOAN BANK		38219.0		39226.0		Aaa		AAA		3.360		3.015		2,000,000.00				2,004,238.07				1,976,570.00				(27,668.07)				0.00

		94-629		FEDERAL HOME LOAN BANK		38239.0		39128.0		Aaa		AAA		2.875		3.000		2,000,000.00				1,999,103.61				1,982,500.00				(16,603.61)				0.00

		94-632		FEDERAL HOME LOAN BANK		38258.0		39128.0		Aaa		AAA		2.875		3.000		2,000,000.00				1,999,099.37				1,982,500.00				(16,599.37)				0.00

		94-652C		FEDERAL HOME LOAN BANK		38440.0		39262.0		Aaa		AAA		4.000		4.002		1,000,000.00				1,000,000.00				991,405.00				(8,595.00)				Callable converted to bullet

		94-660C		FEDERAL HOME LOAN BANK		38652.0		39748.0		Aaa		AAA		5.000		5.000		2,000,000.00				2,000,000.00				1,988,130.00				(11,870.00)				Callable to maturity

		94-674		FEDERAL HOME LOAN BANK		38800.0		39714.0		Aaa		AAA		5.520		5.015		1,000,000.00				1,009,274.22				1,010,780.00				1,505.78				0.00

		94-679		FEDERAL HOME LOAN BANK		38870.0		39794.0		Aaa		AAA		4.750		5.270		1,000,000.00				989,412.77				995,470.00				6,057.23				0.00

		94-682		FEDERAL HOME LOAN BANK		38891.0		39629.0		Aaa		AAA		3.000		5.500		2,000,000.00				1,918,359.78				1,934,690.00				16,330.22				0.00

		94-685C		FEDERAL HOME LOAN BANK		38947.0		40408.0		Aaa		AAA		5.470		5.470		2,000,000.00				2,000,000.00				2,008,440.00				8,440.00				Callable 8/18/2008 once

		64-688C		FEDERAL HOME LOAN MTG CORP		38968.0		40794.0		Aaa		AAA		5.500		5.500		1,000,000.00				1,000,000.00				1,001,200.00				1,200.00				Callable 09/08/2008 once

		67-602C		FEDERAL HOME LOAN MTG CORP		37837.0		39108.0		Aaa		AAA		2.800		3.020		2,000,000.00				1,998,673.64				1,984,380.00				(14,293.64)				Callable to maturity

		67-640		FEDERAL HOME LOAN MTG CORP		38300.0		38996.0		Aaa		AAA		2.750		3.000		1,000,000.00				999,966.38				999,690.00				(276.38)				0.00

		67-648		FEDERAL HOME LOAN MTG CORP		38398.0		39087.0		Aaa		AAA		2.850		3.500		2,000,000.00				1,996,734.88				1,987,320.00				(9,414.88)				0.00

		67-656		FEDERAL HOME LOAN MTG CORP		38546.0		39150.0		Aaa		AAA		3.500		4.010		2,000,000.00				1,995,689.46				1,984,540.00				(11,149.46)				0.00

		67-678C		FEDERAL HOME LOAN MTG CORP		38873.0		39787.0		Aaa		AAA		5.500		5.500		2,000,000.00				2,000,000.00				2,000,720.00				720.00				Callable 12/05/06 once

		67-681		FEDERAL HOME LOAN MTG CORP		38884.0		39601.0		Aaa		AAA		4.350		5.370		2,000,000.00				1,968,043.14				1,975,800.00				7,756.86				0.00

		67-689		FEDERAL HOME LOAN MTG CORP		38974.0		40057.0		Aaa		AAA		4.125		5.070		1,000,000.00				974,679.94				977,830.00				3,150.06				0.00

		85-587C		FEDERAL HOME LOAN MTG CORP		37748.0		39028.0		Aaa		AAA		3.050		3.050		1,000,000.00				1,000,000.00				997,760.00				(2,240.00)				Callable to maturity

		94-610		FEDERAL HOME LOAN MTG CORP		37939.0		39087.0		Aaa		AAA		6.700		3.000		1,000,000.00				1,009,149.83				1,003,440.00				(5,709.83)				0.00

		67-624C		FEDERAL NATL MORTGAGE ASSN		38103.0		39198.0		Aaa		AAA		2.875		3.050		2,000,000.00				2,000,000.00				1,973,440.00				(26,560.00)				Callable converted to bullet

		67-649C		FEDERAL NATL MORTGAGE ASSN		38408.0		39503.0		Aaa		AAA		4.000		4.000		2,000,000.00				2,000,000.00				1,970,630.00				(29,370.00)				Callable to maturity

		67-666C		FEDERAL NATL MORTGAGE ASSN		38735.0		40561.0		Aaa		AAA		5.100		5.130		1,000,000.00				999,156.81				994,375.00				(4,781.81)				Callable 1/18/08 once

		67-676		FEDERAL NATL MORTGAGE ASSN		38834.0		40288.0		Aaa		AAA		4.750		5.270		2,000,000.00				1,967,029.83				1,991,880.00				24,850.17				0.00

		85-612C		FEDERAL NATL MORTGAGE ASSN		37986.0		39080.0		Aaa		AAA		3.000		3.020		2,000,000.00				2,000,000.00				1,988,760.00				(11,240.00)				Callable to maturity

		85-635C		FEDERAL NATL MORTGAGE ASSN		38313.0		39043.0		Aaa		AAA		3.000		3.000		2,000,000.00				2,000,000.00				1,993,760.00				(6,240.00)				Callable converted to bullet

		85-636		FEDERAL NATL MORTGAGE ASSN		38294.0		39278.0		Aaa		AAA		4.250		3.010		1,000,000.00				1,009,314.73				992,815.00				(16,499.73)				0.00

		85-658C		FEDERAL NATL MORTGAGE ASSN		38579.0		39493.0		Aaa		AAA		4.530		4.530		1,000,000.00				1,000,000.00				992,190.00				(7,810.00)				Callable to maturity

		94-667		FEDERAL NATL MORTGAGE ASSN		38743.0		39465.0		Aaa		AAA		3.800		4.655		2,000,000.00				1,979,030.91				1,967,500.00				(11,530.91)				0.00

				Subtotal, Federal Agencies														112,490,000.00				112,204,244.99				111,555,343.90				(648,901.09)

				CORPORATE/MEDIUM TERM NOTES

		67-665		GENERAL ELECTRIC CAPITAL CORP		38729.0		39097.0		Aaa		AAA		2.800		4.701		2,000,000.00				1,989,393.72				1,986,240.00				(3,153.72)				0.00

		92-683		GENERAL ELECTRIC CAPITAL CORP		38944.0		40071.0		Aaa		AAA		4.625		5.300		2,000,000.00				1,963,555.60				1,976,060.00				12,504.40

		94-670		GENERAL ELECTRIC CAPITAL CORP		38758.0		39979.0		Aaa		AAA		4.000		5.000		1,000,000.00				975,326.68				973,500.00				(1,826.68)

		94-672		TOYOTA MOTOR CREDIT		38776.0		39797.0		Aaa		AAA		5.500		5.016		2,000,000.00				2,019,554.32				2,012,480.00				(7,074.32)

		67-671		WELLS FARGO & CO.		38761.0		39675.0		Aa1		AA		4.000		5.000		2,000,000.00				1,965,194.10				1,958,420.00				(6,774.10)

				Subtotal, Corporate Securities														9,000,000.00				8,913,024.42				8,906,700.00				(6,324.42)

				TOTALS														144,090,000.00				143,645,635.40				142,971,188.90				(674,446.50)

				Market values have been obtained from the City's safekeeping agent, Santa Barbara Bank and Trust (SBB&T).  SBB&T uses Interactive Data Pricing Service, Bloomberg and DTC.
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Purchases

						Face		Final		Call		Yield		Yield

				Issuer		Amount		Maturity		Date		To Call		To Maturity

		Purchases:

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/01/09						5.070%

				Federal Home Loan Bank (FHLB)		1,000,000		09/08/09		09/08/08		5.25%		5.250%

				Federal Home Loan Bank (FHLB)		1,000,000		09/29/10						5.070%

				Federal Home Loan Mortgage Corp. (FHLMC)		1,000,000		09/08/11		09/08/08		5.50%		5.500%

		Maturities:

				Federal Farm Credit Bank (FFCB)		2,000,000		09/01/06						2.000%

				Federal Farm Credit Bank (FFCB)		2,000,000		09/01/06						2.105%

				Federal Farm Credit Bank (FFCB)		1,500,000		09/05/06						2.000%





Mkt Loss Table

		`

				Issuer		Face Amount		Maturity		$ Mkt Loss		% Mkt Loss

				Federal Home Loan Bank		$2,000,000		11/15/07		$44,400		2.21%

				Federal Home Loan Bank		$1,000,000		11/23/07		$17,965		1.80%

				Federal Home Loan Bank		$2,000,000		08/15/07		$35,442		1.77%

				Federal Home Loan Bank		$2,000,000		08/15/07		$35,291		1.76%

				Federal Home Loan Bank		$1,000,000		08/15/07		$17,641		1.76%

				Issuer		Face Amount		Maturity		$ Mkt Decline		% Mkt Decline

				None





Graph with LAIF

				Oct'05
$(1.898)		Nov'05
$(1.832)		Dec'05
$(1.750)		Jan'06
$(1.691)		Feb'06
$(1.731)		Mar'06
$(1.767)		Apr'06
$(1.696)		May'06
$(1.722)		Jun'06
$(1.721)		Jul'06
$(1.304)		Aug'06
$(.920)		Sep'06
$(.674)

		City Portfolio		3.072		3.151		3.215		3.352		3.433		3.458		3.526		3.613		3.754		3.850		3.939		4.045

		2-Year USTN		4.38		4.41		4.40		4.51		4.68		4.82		4.86		5.04		5.15		4.96		4.78		4.68

		90-Day T-Bill		3.88		3.95		4.07		4.46		4.62		4.60		4.76		4.84		4.98		5.07		5.04		4.88

		LAIF Rate		3.46		3.55		3.63		3.96		4.00		4.05		4.30		4.44		4.53		4.85		4.90		4.94

		For printout
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				U.S. Treasury Market

						06/30/06		07/31/06		08/31/06		9/30/06		Cumulative Change						10/10/06

				3 Month		4.98%		5.07%		5.03%		4.87%		-0.11%						4.98%

				6 Month		5.23%		5.14%		5.10%		5.00%		-0.23%						5.07%

				1 Year		5.28%		5.11%		4.99%		4.93%		-0.35%						5.00%

				2 Year		5.15%		4.96%		4.78%		4.68%		-0.47%						4.81%

				3 Year		5.12%		4.92%		4.70%		4.61%		-0.51%						4.74%

				5 Year		5.09%		4.90%		4.69%		4.58%		-0.51%						4.71%

				10 Year		5.14%		4.98%		4.73%		4.63%		-0.51%						4.75%

				30 Year		5.19%		5.07%		4.87%		4.76%		-0.43%						4.88%
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