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SenDis Cly oo Speaker slips will be available. Please fill out a slip and give it to the Chair prior to the
Scott Peters meeting if you wish to speak to an item on the agenda. The Board may take action on

San Diego City Council R R .
P any item listed on the Consent or Action agenda.
Cilizens Advisory Committee

Introductions and Announcements.

Becky Bartling, Ex Officio

22nd Distriet Agricultural Assoe. i .
ot el Approval of the Minutes of April 20, 2007
Executive Director

Executive Directors Report

Public Comment

This portion of the agenda provides an opportunity for members of the public to address
the Board on items of interest within the jurisdiction of the Board and not appearing on
today's agenda. Comments relating to items on today's agenda are to be taken at the
time the item is heard. Pursuant to the Brown Act, no action shall be taken by the Board
on public comment items.

ACTION
1. Resolution Honoring Former Board Member Jerry Finnell

2. San Diequito River Park Endowment Fund Investments

INFORMATION

3. Status Reports (Oral)

a. River Park Projects:

i. Lake Hodges Bicycle/Pedestrian Bridge

ii. Sikes Adobe Historic Farmstead




iii. Del Dios Gorge Trail

iv. Wetland Restoration Project/Coastal Trail

b. Viade la Valle/El Camino Real Road Task Force

¢. Rancho Santa Fe Polo Club

4. Jurisdictional Status Reports

An opportunity for the Board members to report on actions taken within their
jurisdictions to further the park planning process, or on problems which have arisen.

5. Communications

THE NEXT REGULAR JPA MEETING IS SCHEDULED FOR FRIDAY, JUNE 15, 2007.
If you have any questions, please call Dick Bobertz at (858) 674-2270.

****Due to the high cost of printing and mailing the JPA and CAC agendas, the JPA has
converted to an email distribution of both agendas. Please advise the office at 858 674-2270 if
you do not have an e-mail address and want other arrangements will be made. Full packets will
continue to be mailed free of charge to JPA and CAC members upon request. For others, the
cost of the full agenda, with backup material, is $45 per year, and the cost of the agenda without
backup material is $10 per year. The agenda and minutes are available at no cost on the
San Dieguito River Park web site at www.sdrp.org
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RESOLUTION NO.

RESOLUTION OF THE SAN DIEGUITO RIVER PARK JOINT POWERS
AUTHORITY BOARD OF DIRECTORS
HONORING FORMER BOARD MEMBER JERRY FINNELL

WHEREAS, Jerry Finnell is leaving office after serving as Council member of the City of
Del Mar and as a Board member of the San Dieguito River Park Joint Powers
Authority since 2003 and as JPA board Chairman in 2006;

WHEREAS, Jerry’s interest in the River Park reflects his commitment to help preserve and
enhance natural assets of the community for the benefit of current citizens and future
generations;

WHEREAS, Jerry has also devoted his years of public service on many boards and
Committees to working toward making government more efficient and responsive to citizens;

WHEREAS, Jerry has dependably provided the board and staff members with thoughtful advice
and analysis regarding complex issues and set an example for calm deliberation of often
controversial issues;

NOW, THEREFORE BE IT RESOLVED, by the San Dieguito River Park Joint Powers
Authority Board of Directors that they take great pride in commending Jerry Finnell for his
service to the River Park, wish him well as he moves into new endeavors, and invites him to
continue working as a citizen volunteer to help make our common dream a reality.

THE FOREGOING RESOLUTION, NUMBER , PASSED AND ADOPTED THIS
DAY OF , 2007, BY THE FOLLOWING VOTE:
AYES:
NOES:
ABSENT:
ABSTAIN:

Dianne Jacob, Chair

ATTEST:

Dick Bobertz, Executive Director
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TO: JPA Board
FROM: Staff

SUBJECT: Endowment Investments

RECOMMENDATION:

Review and provide staff direction.

SITUATION:

A. Summary

The River Park has established endowment funds with three local foundations: the San Diego
Foundation, the Rancho Santa Fe Foundation, and the Del Mar Foundation. Available funds
were spread among those three foundations in order to maximize River Park exposure to
potential contributors. In combination with funds invested by the San Dieguito River Valley
Conservancy, each of the foundations now has in excess of $500,000 invested for the benefit of
the River Park.

The San Diego Foundation and the Del Mar Foundation make investments based on a long term
strategy because disbursements are not intended to be made for at least ten years in the case of
the San Diego Foundation and up to forty years in the case of the Del Mar Foundation. The
endowments established with the Rancho Santa Fe foundation, however, were established to
produce revenue to support current maintenance for parcels on Bernardo Mountain and
disbursements for that purpose are made each year from the fund.

Christina Wilson, Executive Director of the Rancho Santa Fe Foundation will be available at
today’s meeting to discuss the investment strategy and performance of her fund and provided the
information included in Attachment 1. Representatives of the other two foundations will do the
same in following meetings.

Other alternatives for investment of River Park funds were researched by staff at the suggestion
of Jerry Finnell last year. The potential for use of Exchange Traded Funds (ETF’s) was
identified as one potential investment vehicle which is now widely used by institutions and
universities. The reason that institutions and universities favor this type of investing is that long-
term returns from such investments generally have exceeded active management returns due
primarily to the lower fees (i.e., compared to organizations such as Endowment Foundations).
However, it would require more active involvement by the SDRP Finance Committee to review
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the investment results and make minor adjustments to the asset allocations annually. The
Finance Committee would be able to compare the returns between the actively managed
endowment funds and the passively managed fund.

Bill Carter (husband to Susan Carter, River Park Deputy Director) is a financial professional
who put together the information explaining advantages of ETF’s provided as Attachment 2. He
is willing to volunteer his services to work with the Finance Committee to provide more
information about investing with ETFs, and if the Finance Committee chooses to go forward
with this approach with next year’s Endowment Contribution he would volunteer as well to help
the Committee write the investment objectives, get the accounts set up and establish periodic
review procedures.
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PROMOTING PHILANTHROPY SINCE 1981

VANGUARD INVESTMENT POOL

(Average Stock/Bond Allocation = 60% / 40%)

Average Annual Return - %
As of End of Year

Donor Fund Annual
Inception Year Return % 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
1996 13.50* 960 925 961 963 821 10.75 13.60 16.75 18.00 17.50 13.50
1997 21.50* 921 878 894 907 7.33 10.20 13.63 17.83 20.25 21.50
1998 19.00 784 719 735 700 450 7.38 11.00 16.00 19.00
1999 13.00 645 550 542 460 088 350 7.00 13.00
2000 1.00 551 425 390 250 (3.17) (1.25) 1.00
2001 (3.50) 6.27 490 463 3.00 (5.25) (3.50)
2002 (7.00) 822 7.00 733 6.25 (7.00)
2003 19.50 12.02 11.67 1450 19.50
2004 9.50 953 7.75 9.50
2005 6.00 9.55 6.00
2006 13.10 13.10
* Returns Estimated
COMPARATIVE BENCHMARKS
S&P 500 Index
Investment Annual
Inception Year Return % 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
2004 10.62 10.44 7.77 10.62
2005 491 10.35 491
2006 15.79 15.79
Lehman Aggregate Bond Index
Investment Annual
Inception Year Return % 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
2004 4.34 370 339 434
2005 2.43 3.38 243
2006 4.33 4.33
Combined 60% / 40% Portfolio
Investment Annual
Inception Year Return % 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997 1996
2004 8.11 7.74 6.02 8.11
2005 3.92 756  3.92
2006 11.21 11.21
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MANCE REPORT - 12/31/2006

December or

inception
YTD
Rate of
December or
Return inception YEAR YEAR
1/1/2006 12/31/2006 Actual Standard YTD Targeted 2005 2004
Beginning Receipts/| Net Investment Ending Asset Investment | Benchmark Asset 2005 RSFF Benchmark | Benchmark
Fund Name Value| Disbursements Return Value Allocation| Performance | Performance | Allocation | Performance Benchmark Perf Perf
Admiral Treasury MM 4,214,754.92 161,880.78 155,586.67 4,532,222.37 20.5% 4.7% 4.0% 20% 2.9% iMoneyNet 2.2% 0.6%
Lehman Treasury
Inflation Protected 2,016,680.71| (2,022,334.24) 5,653.53 (0.00) 0.0% 0.0% 0.4% 0% 2.7% Inflation Notes 2.8% 7.2%
Lehman 1-5 year
Short-term Bond Index Fund 3,008,087.41  1,270,000.00 133,946.94 4,412,034.35 19.9% 4.3% 4.2% 20% 1.4% Gov't/Credit 1.4% 1.4%
Vanguard 500 Index Fund 2,957,115.81 520,000.00 488,273.83 3,965,389.64 17.9% 15.5% 15.8% 18% 5.4% S&P 500 4.9% 10.9%
Extended Market Index Fund 2,981,502.83| (1,330,000.00) 335,128.27 1,986,631.10 9.0% 14.5% 14.3% 9% 11.1% Wilshire 4500 10.4% 18.6%
International Index Fund 3,021,334.61 (85,000.00) 794,318.69 3,730,653.30 16.9% 26.6% 26.3% 17% 16.9% MSCI EAFE 13.5% 20.3%
MSCI US Prime
Value Index Fund 1,981,891.48 865,000.00 642,397.49 3,489,288.97 15.8% 22.3% 22.4% 16% 7.1% Market Value 7.3% 15.4%
Equity Funds Performance 10,941,844.73 (30,000.00), 2,260,118.28 | 13,171,963.01 59.6% 20.5% 20.3% 60% 9.5% 9.2% 16.2%
Bond & MMA Funds Performance 9,239,523.04 (590,453.46) 295,187.14 8,944,256.72 40.4% 3.6% 4.1% 40% 2.3% 2.1% 5.5%
Total Pool Performance 20,181,367.77 -620,453.46 2,555,305.42 22,116,219.73 100% 13.1% 13.8% 100% 6.1% 6.0% 9.9%
Previous Total Pool Performance 2004 9.4%
2003 19.5%
2002 -7.0%
2001 -3.4%
2000 1.0%
1999 12.8%
1998 18.9%




Historical Fund Activity

SDRVC - JPA
Fund ID Fund Name Established Beg. Balance Grants Out Balance a/o 04/07
95 River Park Trail Fund 2003 $30,000 0 $42,400
98 Bernardo Mountain 2003 $300,000 ($35,000) $371,284
116 Bernardo Mountain - 2 2004 $176,920 ($8,500) $224,722
TOTAL $506,920 ($43,500) $638,406
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June 7, 2006
Mr. Dick Bobertz, Executive Director
San Dieguito River Park
18372 Sycamore Creek Road
Escondido, Ca 92025

Dear Dick:

I have enclosed information about two ways you could invest SDRP’s funds using Exchange
Traded Funds (ETF’s). One of these portfolios was designed for accumulating long-term gains
and therefore uses primarily equity indexes (the Long-Term Gain Portfolio) and the other
portfolio was designed to provide annual income (approximately 5-6% of the invested capital
annually) and long-term growth (the Income and Growth Portfolio).

Both portfolios were designed to be diversified enough so as to be “passively managed”. The
portfolios are initially invested into a diversified group of asset-class indexes based on the
overall investment objective for the portfolio and the risk profile of the investor. The objective
for the Long-Term Gain Portfolio was to equal or exceed the annual returns of a broad equity
index with significantly lower risk (annual deviations from the long-term return). The investment
objective for the Income and Growth Portfolio was to provide an annual income of 5-6% of the
invested principal (withdrawn annually to fund specific programs) and to provide some
additional long-term growth so that the annual withdrawals could be slowly increased over time.
The two portfolios are listed on page 7 of their respective Investment Plans enclosed with this
letter. Many pension-funds, endowments and foundations have adopted “passive
management” as opposed to “active management” for their investments based on thirty
years of academic research that shows that the majority of equity or fixed income
investment managers fail to outperform their benchmarks over long investment horizons
(longer than five years).

There are two important advantages to the passive management approach to investing for the
long-term. The first is that a passive approach (typically using an index fund for each asset
class) incurs very low annual management fees and commissions as compared to the typical
actively managed portfolio. The two portfolios developed for the SDRP as described here have
weighted annual management fees of .23% - .24% for the Long-Term Portfolio and .25% -.26%
for the Income and Growth Portfolio. These management fees compare to average weighted
expense ratios of 1.40% for the Long-Term Portfolio and 1.25% for the Income and Growth
Portfolio if individual managers or mutual funds were used for each asset class in these
portfolios. In addition, the “manager of managers” (who provides overall portfolio performance
reporting and allocates the funds among the asset managers) typically charges an additional
annual fee of .50% — 1.00%. The second advantage of the passive approach | am recommending
is that relatively small investment portfolios (i.e., portfolios under $250,000) can be easily
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diversified using ETF’s (since they are listed and continuously trade on the major exchanges).
Most active money managers will not accept accounts under $100,000.

The annualized return and risk (standard deviation) characteristics for each of the portfolios is
listed on page 4 of their respective Asset Class Illustrator reports. Each portfolio’s results were
computed for the period January 31, 1996 to January 31, 2006. | believe this ten-year period is a
very good forecast to use for the SDRP’s investment horizon. If | had included data from the
1980’s and the mid-1990’s the annualized returns for most of the asset classes would have been
significantly higher as interest rates on 10-year US Treasury bonds declined from 14.5% in 1982
to 5.65% in January 1996 -- an economic background not likely to be repeated in the near future.
The Long-Term Gain portfolio had an annualized return of 9.83% (versus the S&P 500 index at
8.99%) and an annualized standard deviation nearly 22.5% less than the S&P 500 index. The
Income and Growth Portfolio had an annualized return of 9.23% (versus 6.10% for a bond index
consisting of corporate and government bonds and notes) and the annualized standard deviation
for both portfolios was very low (well below their annual returns).

I recommend that the SDRP open a separate account at Fidelity Investments for each investment
fund that has a different investment objective. Fidelity Investments is one of the nation’s leading
brokerage firms and offers a full range of investment products and account support services.
Fidelity Investment will provide monthly activity reports and trade confirmations directly to the
SDRP. ETF’s are purchased like stocks — there is a commission to purchase and sell them, but
Fidelity charges only $10.95 per trade for accounts with balances above $50,000. The initial
commissions to open each account may be less than $200 and the annual commissions (for
rebalancing) will be negligible. Both of the portfolios require that the asset allocations be
“rebalanced” each year. Annual rebalancing prevents a portfolio from becoming significantly
“over-weighted” in one or a few asset classes by buying or selling a small amount of each asset
class sufficient to restore the year-end allocations to their initial percentages (when the portfolio
was established).

I imagine you will have some questions concerning this method of investing SDRP’s funds. |
have included some background material from Barclays Global Investors concerning Exchange
Traded Funds, indexes and fees. Barclays provides all this on their web site at
www.ishares.com. Of course, you may call or e-mail me with any questions you have. | am also
available to review and help explain this alternative method of investing to your Finance
Committee if you think that would be helpful.

Sincerely,

Bill Carter
The Qlnsight Group
www.ginsight.com
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