TEMNO. 2 A

STAFF REPORT CITY OF OCEANSIDE

DATE: December 16, 2009
TO: Honorable Mayor and City Councilmembers
FROM: City Treasurer's Office

SUBJECT: PRESENTATION OF TREASURER'S REPORT - QUARTER ENDED
SEPTEMBER 30, 2009

SYNOPSIS

The Treasurer's Report provides general information to Council regarding the status of the
City's investment portfolio. As its purpose is informational in nature, no action by Council
is required on the report.

BACKGROUND

Since 1994, the City Treasurer has been making quarterly report presentations to City
Council regarding the status of the investment portfolio. The last report was for the quarter
and year ended June 30, 2009.

ANALYSIS

The quarterly Treasurer’s report is intended to provide an awareness of the activity and
performance of the City's investment portfolio. The goal of the Treasurer's office is to
make investments in conformance with the investment policy adopted by the City Council.

REVIEW OF QUARTER ENDED SEPTEMBER 30, 2009

For the quarter ended September 30, 2009, the City’s portfolio had a book value of
$156,631,035.27 (book value is the cost of the security plus any amortization or accretion
of premiums or discounts). The average yield to maturity of the portfolio was 2.709%,
which has generated fiscal year accrued earnings of $1,219,517.40.
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The following table provides a rolling 12-month comparison of the portfolio by quarter.

City of Oceanside
Portfolio Comparison
Rolling 12-Month Quarterly Comparison

Sept 30, 2009 | June 30, 2009 | Mar 31, 2009 | Dec 31, 2008

Book Value 5156,631,035.27 | $187,034,270.83 | $167,440,720.51 | $184,384,510.82

[«
b
q
N

q
b
q
R

Market Value $158,258,000.40 | $188,567,202.39 | $169,279,819.11 | $186,892,102.09

Unrealized Gain/(Loss) | $1,626,965.13 $1,532,931.56 $1,839,098.60 $2,507,591.27

Average YTM 2.709% 2.788% 3.188% 3.551%

Liquidity 0 — 6 months 16.60% 16.62% 8.21% 17.63%
Average DTM 800 (2.19 years) | 853 (2.34 years) | 922 (2.52 years) | 755 (2.07 years)
Quarterly Earnings $1,219,757.97 $1,435,089.49 $1,530,492.04 $1,756,375.24
Qtr Capital Gain/(Loss) | $48,239.29 $76,242.06 $19,422.96 $8,906.02

The portfolio’s average weighted yield to maturity stabilized during the quarter, declining
only 7.9 basis points (September yield of 2.709% versus June 2009 yield of 2.788%).
Book value of the portfolio continues to decline as matured and called bonds are used to
fund expenditures due to the expected decline in revenues that occur in the first quarter of
the fiscal year. Liquidity is being maintained by using the State’s Local Agency Investment
Fund which, although currently earmning less than 1%, is still at least 50 basis points better
than comparable money market securities.

During the past quarter, the economy has seen several signs of stabilization, with some
analysts stating that the nation is in recovery from the worst recession since the Great
Depression. Various economic indicators have seen increases in economic activity, or
less severe declines in activity than expected. The main factor keeping the economy
from experiencing a full recovery is the continued weakness in the labor market.
Unemployment remains at record highs, which affects several sectors of the economy
such as the home sales and consumer spending. The bond market investors remain
skeptical despite signs that the economy may be in recovery. The skepticism is
resulting in low bond interest rates. The equity markets seem to be embracing the signs
of recovery and have seen significant increases as the Dow Jones Industrial Average
approached the 10,000 mark during the quarter.

The Federal Open Market Committee left the Fed Funds rate unchanged at a range
between 0 and 0.25% at their two scheduled meetings during the quarter (August 12
and September 23). At both meetings, the Fed gave indications that the Fed Funds rate
would most likely remain at the current level into 2010 as they hope to continue to
encourage lending and keep inflation contained.

As can be seen in the following yield curve comparison, bond interest rates declined
slightly during the quarter. The 2-year to 5-year area of the curve remains steep,
demonstrating value to be had as investors move out the curve. Evidence of the open
market purchases can be seen in the longer end of the curve with a continued flatter
yield curve from the 10-year to 30-year bond.
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FISCAL IMPACT

Fiscal year earnings to date as of September 2009, totaled $1,219,517.40, a decrease of
$821,851.76 from the same period last year (September 2008). The City’s General Fund
eamed $2,148,145.00 during the fiscal year. The following table provides the eamnings
distribution according to major fund categories:

INVESTMENT EARNINGS BY FUND
FY 2009-2010 - Through 09/30/09

FYTD
Fund Name CYaLE Q;f;:g:s InEvest_ment

arnings
General Fund $56,501,930 $401,584
Special Revenue Funds — Police 1,007,919 6,817
Special Revenue Funds — Transportation 9,655,264 67,113
Special Revenue Funds — Traffic 705,279 4,758
Lighting and Landscape Districts 1,025,020 7,707
CDC - Housing 11,072,817 88,500
CDC — Redevelopment 8,667,451 77177
Community Facilities/Special Districts 1,987,113 16,429
Development Impact Fee Funds 28,607,517 224,448
Water Funds 27,839,384 249,867
Sewer Funds 1,921,614 28,221
Harbor Fund 6,377,155 42,236
Trust Funds 712,550 4,899
Unallocated Earnings Adjustments (239)
Year to Date Totals as of 9/30/09 $156,081,013 $1,219,517




The General Fund category includes cash balances from internal service and special
funds that are consolidated for purposes of calculating investment earnings. The
following table provides the detail of the composition of the General Fund category in
the previous table.
COMPOSITION OF GENERAL FUND
AVERAGE CASH BALANCES
FY 2009-2010 - Through 09/30/09

YTD Average

gundiitame Cash Balanges
General Fund 30,391,333
Recreation Programs (589)
Solid Waste Disposal 2,886,949
Risk Management 4,783,678
Employee Services (692,018)
Workers Compensation 8,249,477
Fleet Management 10,701,528
Payroll (1,920,579)
93 COP Refunding 1,921,788
Other Miscellaneous Funds 180,365
Year to Date Totals as of 9/30/09 $56,501,930

City banking and investment expenses are charged on a pro rata basis to all funds that
have invested cash balances. The City changed the method of allocation of these
expenditures in 2009-2010. In prior years, interest earmnings were reduced by the
banking and investment expenses and then the earnings were allocated based on fund
cash balance. Now, the cash balances are reduced by their proportionate share of the
banking and investment expenses prior to the interest earnings being allocated.
Banking and investment expenses totaled $30,582.94 for the quarter. The banking and
investment expense breakdown is shown in the following table.

Banking and Investment Expenses Y::j’;?;;;:;s

Banking Expenses

Armored Carrier 12,823

Banking Fees/Supplies 0

Check Stock 1,210

Merchant Services 109
Investment Expenses

Bloomberg System 7,674

Custody and Safekeeping 4,404

Investment Software Maintenance 4,363
Total Banking and Investment Expenses $30,583




OMMISSION/COMMITTEE REPORT

The Investment Oversight Committee reviewed the quarter end report for September 30,
2009, at its November 10, 2009, regular meeting, and concurs with its contents. The
Committee confirms that the investments are in compliance with the California State Code
and the City's adopted investment policy, and that the portfolio is managed in a
satisfactory manner.

CITY ATTORNEY’S ANALYSIS

City Attorney analysis does not apply.

RECOMMENDATION

Information only, no action required.

PREPARED BY: SUBMITTED BY:
gl ol
j M A~
Michele C. Lund, CC Gary Felien q hd
Treasury Manager City Treasurer
Attachments: Treasurer's Quarter End Report — September 30, 2009
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