
    

FINANCE AND ADMINISTRATION COMMITTEE     JUNE 18, 2012                                      

2011 ANNUAL INVESTMENT REPORT 

Recommendation 

The Commissioner of Finance & City Treasurer recommends that: 
 
This report be received for information. 
 
Contribution to Sustainability 
 
Not applicable. 
 
Economic Impact 
 
Investment income generated from the investment portfolio in 2011 amounted to $15.0 million.  
Investment earnings are distributed to the City’s reserve funds and operating budget reducing the 
need for tax revenues. The Operating Budget for 2011 Investment Income was $3.75 million.  
The actual Investment Income allocated to the Operating Budget was $4.59 million, a favourable 
variance of $844 thousand. 
 
 
Communications Plan 
 
Not applicable. 

Purpose 

To report to Council on the City’s investment portfolio activities during the year 2011, as required 
by Ontario Regulation 438/97 (as amended) of the Municipal Act and the City’s Investment Policy. 
 

Background - Analysis and Options 

The Municipal Act is the governing legislation for the investment of municipal funds. Ontario 
Regulation 438/97, as amended to O. Regulation 292/09 outlines the criteria for eligible 
investments. The City’s investment policy approved by Council in December 2009 conforms to 
this legislation and acts as the governing guideline in managing the City’s investment portfolio. 

The reporting requirements in the City’s investment policy and the Municipal Act require the 
Treasurer or designate to submit an investment report to Council at least annually, including a 
management summary that provides an analysis of the status of the current investment portfolio 
and transactions made over the last year. The report submitted to Council each year must contain 
the following: 

a) Listing of individual securities held at the end of the reporting period; 
b) Listing of investments by maturity date;  
c) Realized and unrealized gains or losses resulting from investments that were not held until 

maturity; 
d) Average weighted yield to maturity of portfolio on investments as compared to applicable 

benchmarks;  
e) Percentage of the total portfolio which each type of investment represents and;  
f) A statement about the performance of the investment portfolio during the period covered by  

the report;  



    

 
The Development Finance & Investment Department manages the investment portfolio for the 
City with a maturity value of approximately $452.5 million (cash and investments) at December 
31, 2011 ($475.9 million 2010), (Attachment 1).  These funds represent the funding requirements 
for day to day operations of the Corporation and  represent investments funds held in the 
reserves, reserve funds, working capital and other funds of the organization.  The credit quality of 
all investments are in compliance with the City’s Investment Policy and the Ontario Regulation 
438/97 (as amended) of the Municipal Act.   
 
The financial credit crisis caused Central banks across the globe to lower interest rates to historic 
lows during 2008 and 2009.  These low rates continued into 2010. The Bank of Canada began 
removing monetary stimulus in 2010 raising the overnight rate to 1%.  
 
The overnight rate remained unchanged at 1% throughout 2011.  During the first quarter of 2011 
the global economic recovery was under way and expected to grow at a steady pace. Economic 
activity in the US expanded moderately as employment, manufacturing and consumer confidence 
rose.   Robust growth in emerging markets boosted demand for Canadian exports. The Bank of 
Canada forecasted for the Canadian economy to grow at 2.9%. 
 
As the year progressed the European debt crisis escalated posing a threat to global growth. 
Chinese growth also decelerated. The Bank of Canada revised their growth forecast down to 
2.1% in October.  
 
In the more recent Monetary Policy Report the Bank acknowledged Canada’s economy was 
improving at a much faster pace than had been expected, partially driven by household spending 
and business investment.  The Bank projected the Canadian economy to grow to 2.4% in 2012 
and 2013. With core inflation rising economists are forecasting a central bank rate increase later 
this year.  However, should the European sovereign debt crisis intensify, Canadian growth can 
weaken erasing the possibility of a rate hike in 2012.    
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During 2011 the investment portfolio generated investment income in the amount of $15.0 million 
($13.1 million in 2010).  The Money Market portfolio averaged a rate of return of 1.30% 
outperforming the 90 day T-bill rate of .92% by  .38 %  and  the ONE Money Market Fund which 
returned 1.19% by .11%.  The Bond Fund portfolio averaged a rate of return of 5.29% 
outperforming the ONE Bond Fund of 4.19% by 1.10%.  The ONE Fund, a benchmark used by 
the City, is a pooled investment fund sponsored by the Association of Municipalities of Ontario 
(AMO) and the Municipal Finance Officers’ Association (MFOA) for Ontario municipalities. Capital 
gains of $1.0 million were recognized through bond sales. A large amount of cash is being held in 
the City’s bank account due to the higher rate of return than that of Money Market instruments.  
At the end of the year the bank account earned a rate of return 1.25% while a Money Market 
instrument earned 1.06% resulting in a high cash balance in the City’s bank account. 
 
Over the past number of years, the City’s investment program has changed its focus from just 
providing liquidity for the day-to-day operations to a long term reserve management.  This change 
focused on transforming the investment portfolio from a short term money market portfolio to one 
that is more diversified in terms of credit and term exposure.    
 
 
Relationship to Vaughan Vision 2020/Strategic Plan 
 
 
This report is consistent with the priorities previously set by Council and the necessary resources 
have been allocated and approved. 
 

Regional Implications 

Not applicable. 

Conclusion 

In 2011 the City’s investment portfolio performed well given the weak global economic and 
financial market conditions. Increased investment income revenue contributes to reserves and 
reduces the need for tax revenues. Investments were in compliance with the City’s Investment 
Policy approved by Council December 14, 2009 and the Ontario Regulation 438/97 (as amended) 
of the Municipal Act.   

Attachments 

Attachment 1 – Listing of Securities Held As At December 31, 2011 
Attachment 2 – Investments Held by Institution 

Report prepared by: 

Terry Liuni Ext 8354 
Capital Revenue Analyst 

Respectfully submitted, 
 
 
 
Barbara Cribbett 
Commissioner of Finance & City Treasurer 
 










