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STAFF REPORT CITY OF OCEANSIDE

DATE: March 14, 2012
TO: Honorable Mayor and City Councilmembers
FROM: City Treasurer's Office

SUBJECT. PRESENTATION OF TREASURER'S REPORT - QUARTER ENDED
DECEMBER 31, 2011

SYNOPSIS

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

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, 2011,

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, 2011

For the quarter ended December 31, 2011, the City's portfolio had a book value of
$189,514,583.01 (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 1.321%,
which has generated fiscal year to date accrued eamings of $1,187,847.81.



s

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 31,2011 | Sept 30,2011 | June 30,2011 | Mar 31, 2011
Book Value $189,514,583.01 $173,294,874.48 | $191,844,476.00 | $169,423,548.53
Market Value $190,002,647.84 | $173,874,707.06 | $192,227,769.37 | $168,566,701.90
Unrealized Gain/(Loss) | $488,064.83 $579,832.58 $383,293.37 $(856,846.63)
Unrealized Gain/(Loss)
as a % of Book Value 0.25% 0.33% 0.20% (0.51%)
Average Yield to
Maturity 1.321% 1.381% 1.405% 1.661%
Liquidity 0 — 6 months 19.83% 20.34% 16.85% 16.53%
Average Days to
Maturity 1,064 (2.91 years) | 933 (2.56 years) 959 (2.63 years) 1,035 (2.84 years)
Quarterly Earnings $589,558.51 $598,289.30 $699,103.10 $703,993.39
Qtr Capital Gain/(Loss) | $13,827.32 $0.00 $4,510.17 $0.00

The portfolio’s book value increased by $16.2 million during the quarter, primarily due to
the receipt of the December first installment property tax revenues from the County. The
average Yield to maturity experienced a minimal decline of 6 basis points (.06%) since the
previous quarters end. Through the extension of the portfolio’s average maturity and
selective investment in municipal and corporate notes, the portfolio’s yield to maturity has
remained relatively stable despite continued declines in bond interest rates.

Bond interest rates ended the quarter relatively unchanged in the short-end of the curve.
The long-end of the curve (10 and 30-year sector) increased slightly by 10 basis points
(.10%). Continued turmoil in the European sovereign markets and the effects of
“Operation Twist” were the driving factors keeping interest rates at exceptionally low
levels. Additionally, the lack of signs of a meaningful recovery in the domestic economy
kept inflation fears at bay and therefore no cause for an increase in interest rates.

The Federal Open Market Committee (FOMC) held two meetings during the quarter and
kept the target rate for Fed Funds at 0% to .25%. The FOMC also confirmed that it
expects to keep the Fed Funds rates at this level until mid-2013 or beyond. The Fed will
continue its continued policy of “Operation Twist”, which extends the average maturity of
the securities purchased by the FOMC (purchasing securities with remaining maturities of
6 to 30 years) and to sell securities with maturities of three years or less. The intent of the
program is to create downward pressure on long termm interest rates and stimulate the
economy.



FISCAL IMPACT

Gross fiscal year to date eamings were $1,187,847.81, which is a decrease of 282,714.84
from the same period last year (quarter ended December 2010). The City’s General Fund
has eamed $302,666.00 fiscal year to date. The following table provides the eamings
distribution as recorded in Fund 102, Interest Allocation (1102.4321.XXXX) and grouped
into major fund categories:

INVESTMENT EARNINGS BY FUND

FY 2011-2012 as of 12/31/11

FYTD
Fund Name gz:l? BA;;:;?:S Invest.ment
Earnings

General Fund 53,785,001 302,666
Special Revenue Funds — Police 1,339,940 6,993
Special Revenue Funds — Transportation 6,712,628 36,888
Lighting and Landscape Districts 1,040,278 5,722
CDC - Housing 8,694,101 48,898
CDC - Redevelopment 12,541,450 64,506
Community Facilities/Special Districts 965,520 14,744
Development Impact Fee Funds 28,862,599 166,005
Water Funds 41,258,280 236,620
Sewer Funds 14,354,141 87,428
Airport Funds 974,457 4,985
Harbor Fund 4,178,297 22,391
Trust Funds 704,204 3,825
Bank and Investment Expenses 195,404
Interest Allocated Through 12/31/11 $1,197,075

Pending Earnings Allocation Adjustments (9,227)
Year to Date Totals as of 12/31/11 $175,410,896 $1,187,848

The General Fund, in accordance with City Council Policy 200-11, includes cash
balances from funds that do not have interest allocation restrictions. These funds 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 2011-2012 as of 12/31/11

FYTD Average
> Fund Name Cash Balancges
General Fund 9,497,928
Grants 275,703
City Debt Service Fund (785,253)
General Fund Community Facilities CIP 3,111,681
Solid Waste Fund 6,384,671
Internal Service Funds 30,887,167
Trust Funds 4,799,217
Other Unrestricted Funds (386,113)
Year to Date Totals as of 12/31/11 $53,785,001

City banking and investment expenses are charged on a pro rata basis to all funds that
have invested cash balances. Banking and investment expenses (account
200010102.5405), totaled $196,208.90 year to date as of December 31, 2011.
However, only $195,403.95 was allocated due to timing differences in month-end
posting. The $804.95 difference in unallocated fees will be allocated in March 2012.
The following chart categorizes the allocated bank and investment charges through
December 31, 2011.

BANKING AND INVESTMENT EXPENSES
FY 2011-2012 as of 12/31/11

FYTD Expenses
Expense Type as of 127;1:[1.1
Banking Expenses
Armored Carrier 12,051.37
Bank Fees/Fee Reimbursements 30,886.42
Bank Supplies 866.64
Check Stock 3,826.30
Merchant Services 123,463.86
Investment Expenses
Bloomberg System 15,789.76
Custody and Safekeeping 3,976.60
Investment Software Maintenance 4,543.00
Total Banking and Investment Expenses $195,403.95




COMMISSION/COMMITTEE REPORT

The Investment Oversight Committee reviewed the quarter end report for December 31,
2011, at its February 14, 2012, 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 Attomey analysis does not apply.

RECOMMENDATION

Staff recommends that the City Council accept the Treasurer's Report for the quarter
ended December 31, 2011.

PREBARED BY: SUBMITTED BY:

ichele C. Lund, CCMT /éaTy M. Emst
Treasury Manager City Treasurer
Attachments: Treasurer's Quarter End Report — December 31, 2011
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