CITY OF KELOWNA

MEMORANDUM
Date: February 5, 2009
File No.: 1860-01
To: City Manager
From: Financial Systems & Investments Manager
Subject: Investment of City of Kelowna Funds for 2008

Report Prepared by: Genelle Davidson

RECOMMENDATION:

THAT Council receive the report of the Financial Systems and Investments Manager dated February
5, 2009 for information.

BACKGROUND:

As per Council Policy No. 316, Investment of City of Kelowna Surplus Funds, the 2008 Compliance
and Benchmark Report is attached for information.

As at December 31, 2008 the City of Kelowna Investment Portfolio had an average term to maturity of
three years and the average investment quality rating of AAA.

In 2008 we witnessed the aftermath of the 2007 burst of the US housing bubble; the fall of the
Canadian Prime bank rate from 6% down to 3.5%; $32 billion of Canadian investments in short term
Asset Backed Commercial paper frozen; questionable rating agency practices; and finally a global
collaboration to improve policy-makers ability to detect potential crisis before it occurs.

Despite the volatile investment markets, the City of Kelowna’s Investment portfolio weathered the
storm, and has satisfactorily met its benchmark targets.

In February, our last investment with the MFA pilot project will mature. The MFA has determined that
the investment pilot project offered to 4 BC Municipalities, including Kelowna, will not be offered in
2009. The normalization of the yield curve, where long term rates are now higher than short ferm
rates, and the relative disproportionate amount of staff time spent administering this program were
determining factors to suspend this pilot program.

The City will continue to invest with the MFA, through the established investment vehicles, and will
adhere to our investment policy in 2009 by continuing to balance the portfolio and invest out to the
year 2019.



Considerations that were not applicable to this report:

INTERNAL CIRCULATION TO:
LEGAL/STATUTORY AUTHORITY:

LEGAL/STATUTORY PROCEDURAL REQUIREMENTS:

EXISTING POLICY:

FINANCIAL/BUDGETARY CONSIDERATIONS:
PERSONNEL IMPLICATIONS:

TECHNICAL REQUIREMENTS:

EXTERNAL AGENCY/PUBLIC COMMENTS:
COMMUNICATIONS CONSIDERATIONS:
ALTERNATE RECOMMENDATION:

Submitted by:

(-~

G.Da‘ﬁ'@%i)nﬁfinancial Systems & Investment Manager

Approved for Inclusion: /4&
Director of Financial Services
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