ITEM NO. 4

STAFF REPORT CITY OF OCEANSIDE

DATE: March 18, 2009
TO: Honorable Mayor and City Councilmembers
FROM: City Treasurer’s Office

SUBJECT: PRESENTATION OF TREASURER'S REPORT - QUARTER ENDED
DECEMBER 31, 2008

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
ended September 30, 2008.

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 DECEMBER 31, 2008

For the quarter ended December 31, 2008, the City's portfolio had a book value of
$184,384,511 (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 3.551%, which
has generated fiscal year to date accrued earnings of $3,797,744.



The following table provides a rolling 12-month comparison of the portfolio by quarter.

City of Oceanside

Portfolio Comparison

Rolling 12-Month Quarterly Comparison

Dec 31,2008 | Sept 30, 2008 | June 30, 2008 | Mar 31, 2008
Book Value $184,384,510.82 | $187,606,424.86 | $216,723,136.15 | $205,226,070.84
Market Value $186,892,102.09 | $187,835,509.14 | $216,726,173.42 | $207,664,167.67
Unrealized Gain/(Loss) | $2,507,591.27 $229,084.28 $453,037.27 $2,438,096.83
Average YTM 3.551% 3.947% 4.080% 4.462%
Liquidity 0 — 6 months 17.63% 18.03% 20.13% 22.53%
Average DTM 755 (2.07 years) | 782 (2.14 years) | 793 (2.17 years) | 808 (2.22 years)
Quarterly Earnings $1,756,375.24 $2,041,369.16 $2,322,302.51 $2,467,630.34
Qtr Capital Gain/(Loss) | $8,906.02 $2,063.71 $18,212.30 $9,920.83

The average yield to maturity of the portfolio continues to decline as new proceeds and
called agency security proceeds are being invested and reinvested in a low interest rate
environment. For the first time since World War I, the two-year Treasury note traded
below 1%, and one and three-month Treasury bills traded at a premium. Interest earnings
also continue to decline as a result of reduced rates and the overall lower book value of
the portfolio as compared the prior two fiscal years.

During the quarter ended December 31, 2008, a flight to safety into U.S. Treasury
securities caused the bond market to continue its decline in yields (high prices) as the
credit crisis worsened and the economy was officially declared to be in a recession
during the quarter ended December 31, 2008. In an effort to provide stability to the
markets, the Federal Reserve lowered the Federal Funds rate to near 0% at the Federal
Open Market Committee meeting December 16, 2008. For the first time in history, the
Federal Reserve adopted a target rate range of 0% to 0.25%, signaling the difficulty the
credit markets and economy are having trying to stabilize. The Federal Reserve and
the Treasury Department are working diligently toward stabilization, including
guaranteeing new debt issued by financial institutions (Temporary Liquidity Guarantee
Program — TLGP).  Despite the efforts of the Federal Reserve and the Treasury
Department, the housing and employment markets remain under pressure with no relief
in sight. Interest rates are expected to remain low throughout 2009.

FISCAL IMPACT

Accrued earnings for the fiscal year as of December 31, 2008 totaled $3,797,744, a
decrease of $1,548,135 over year-to-date earnings as of December 31, 2007. The City’s
General Fund has earned $3,092,687.00 during the fiscal year. The following table
provides the earnings distribution according to major fund categories:




INVESTMENT EARNINGS BY FUND
FY 2008/2009 - Through 12/31/08

FYTD
Fund Name Investment
Earnings

General Fund $1,137,030
Special Revenue Funds - Police 26,685
Special Revenue Funds - Transportation 343,650
Special Revenue Funds - Traffic 18,111
Lighting and Landscape Districts 15,252
CDC - Housing 234,701
CDC - Redevelopment 219,892
Community Facilities/Special Districts 48,433
Development Impact Fee Funds 551,503
Water Funds 691,776
Sewer Funds 238,063
Harbor Fund 114,974
Trust Funds 12,593
Unallocated Earnings Adjustments (108)

Interest Allocated $3,652,555
Banking/Investment Expenses 145,189
Total Interest Earnings FY as of 12/31/08 $3,797,744

COMMISSION/COMMITTEE REPORT

The Investment Oversight Committee reviewed the quarter end report for December 31,
2008, at its February 17, 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: REVIEWED BY:

‘Michele C. LundVCCM’f ' Gary Felien
Treasury Manager City Treasurer
attachments: Treasurer's Quarter End Report — December 31, 2008
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