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STAFF REPORT CITY OF OCEANSIDE
DATE: March 19, 2014

TO: Honorable Mayor and City Councilmembers

FROM: City Treasurer's Office

SUBJECT: PRESENTATION OF TREASURER'S REPORT - QUARTER ENDED
DECEMBER 31, 2013 '

SYNOPSIS
Staff recommends that the City Council accept the Treasurer's Report for the quarter

ended December 31, 2013.

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, 2013.

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, 2013

For the quarter and year ended December 31, 2013, the City's portfolio had a book value
of $253,128,908.39 (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
0.933 percent which has generated fiscal year to date accrued eamings of $1,152,513.97.



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

City of Oceanside
Portfolio Comparison
Rolling 12-Month Quarterly Comparison

L | Dec 31,2013 | Sept 30, 2013 [ June 30,2013 | Mar 31,2013
Book Value $253,128,908.39 | $243,226,286.73 | $258,163,646.04 | $225,700,173.61
Market Value $250,406,616.89 | $241,101,214.55 | $255,191,173.12 | $226,068,328.20
Unrealized Gain/(Loss) | ($2,722,291.50) $(2,125,082.18) $(2,972,472.92) $368,154.59
Unrealized Gain/(Loss) A
as a % of Book Value (1.08%) (0.87%) (1.16%) 0.16%

Average Yield to

Maturity 0.933% 0.911% 0.867% 0.914%

Liquidity 0 — 6 months 13.99% 15.93% 20.87% 16.03%

Average Days to .

Maturity 1,107 (3.03 years) | 1,133 (3.10 years) | 1,125 (3.08 years) | 1,172 (3.21 years)
Quarterly Earnings $584,231.60 $568,282.37 $501,399.99 $514,788.70

Qtr Capital Gain/(Loss) | $100.00 $0.00 $0.00 $9,095.67

Comparative to the end of the prior fiscal quarter, the book value of the portfolio increased
by $9.9 million. The overall book value increase is attributable to the receipt of the first
installment of property taxes in December. The tax receipts were invested in higher-
yielding securities resulting in a slight increase of two basis points (0.02 percent) in yield to
maturity. Bond interest rates increased during the quarter which led to an increase in
unrealized portfolio losses. The City will not realize any actual losses as long as the City’s
securities are held to maturity. Given an overall increase in interest rates, and the high
likelihood of further Fed asset purchase tapering, investment strategy has shifted to
purchasing agency securities with maturities of 3 to 4 years. Staff continues to monitor the
corporate media term note and municipal bond markets for investment opportunities.

As compared to the first quarter of fiscal year 2013—-2014, bond interest rates ended higher
across the curve, especially in the 5- to 30-year sectors of the curve (up to 0.39 percent
higher). Positive economic data released in November and December prompted market
volatility as investors considered whether the Federal Open Market Committee (FOMC)
would announce tapering asset purchases. The Fed announced plans to reduce asset
purchases at the December 18, 2013 FOMC meeting, which led fo the increase in bond
interest rates toward the end of the quarter.

The FOMC'’s tapering plan included the reduction of monthly bond purchases from $85
billion to $75 billion ($5 billion less in both Treasury securities and Federal agency
mortgage-backed securities) beginning in January 2014. Positive growth seen in the labor
market data released in November and December was a contributing factor to the decision
by the Federal Reserve Board (Fed) to begin the reduction of asset purchases. The Fed




also indicated that further tapering may occur in measured steps depending on future
labor market data. The Fed continues to maintain the current target fed funds rate of 0
percent to 0.25 percent.

FISCAL IMPACT

Gross fiscal year to date earmnings were $1,152,513.97, which is an increase of $14,420.06
from the same period last year (quarter ended December 2012). The City’s General Fund
has eamed $268,021.00 fiscal year to date. The following table provides the earnings
distribution as recorded in Fund 102, Interest Allocation (1102.4321.XXXX), grouped into
the major fund categories.

INVESTMENT EARNINGS BY FUND
FISCAL YEAR 2013-2014 as of 12/31/13

e

e

General Fund 268,02
Special Revenue Funds - Police 1,160,729 3,955
Special Revenue Funds - Library 7,776 26
Special Revenue Funds - Transportation 12,081,761 41,072
Lighting and Landscape Districts 1,413,685 4,832
Federal and State Grants - 26
Housing Agency 7,735,510 26,262
Community Facilities Districts 2,488,212 | 9,652
General City Capital Improvement 2,948,997 10,029
Development Impact Fees 23,018,255 78,159
Municipal Golf Course Improvement 107,916 366
Water Funds 61,264,167 207,834
Sewer Funds 38,835,858 131,532
Airport Funds 378,893 1,285
Harbor Fund 3,822,920 12,969
Trust Funds 659,267 2,238
General Debt Service 1,699,049 5,815
Successor Agency 13,426,029 46,702
Banking and Investment Expenses 302,853
Interest Allocated through 12/31/13 $ 1,153,628
Earnings Allocation Adjustments (1,114)
Year to Date Totals as of 12/31/13| $ 249,810,017 | $ 1,152,514




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 for the composition of the General Fund category from the previous
table.

COMPOSITION OF GENERAL FUND
AVERAGE CASH BALANCES
FISCAL YEAR 2013-2014 as of 12/31/13

General Fund 26,677,875

Grants 145,206
General Fund Capital Improvements 3,185,991
Solid Waste Fund 7,207,467
Internal Service Funds 38,306,198
Trust Funds 3,102,701
Payroll Fund 103,126
City Debt Service Funds 32,429
FYTD Average Cash Balances as of 12/31/13 $ 78,760,993

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 $302,852.95 fiscal year to date as of December 31, 2013.
The following chart categorizes the allocated bank and investment charges through
December 31, 2013, as well as provides a comparison to the same period last year
(December 2012).  Overall, bank and investment fees have increased by $66,665.93
primarily due to the increase in merchant service costs. In an effort to provide
efficiencies through the use of technology, as well as provide convenience for
customers, the City has expanded its on-line capabilities for payment of utility bills,
business licenses and development related services. As a result, there has been an
increase in credit card transactions which equates to higher merchant service costs.



BANKING AND INVESTMENT EXPENSES
FISCAL YEAR 2013-2014 YEAR TO DATE COMPARISON
AS OF DECEMBER 31, 2013

Banking Expenses
Armored Carrier 21,826 12,251
Bank Fees 26,550 26,179
Bank Supplies 338 371
Check Stock - 3,210
Merchant Services 228,384 168,463
Investment Expenses
Bloomberg Services 15,942 15,790
Custody and Safekeeping 4,994 5,244
Investment Software Maintenance 4,819 4,679
Total Banking and Investment Expenses 302,853 | $ 236,187

COMMISSION/COMMITTEE REPORT

The Investment Oversight Committee reviewed the quarter ended December 31, 2013,
report at its February 11, 2014 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

Staff recommends that the City Council accept the Treasurer's Report for the quarter

SUBW

and year ended December 31, 2013.

P ARED BY:

Michele C. Lund Gay§ M. Efst z
Treasury Manager City Treasurer
Attachment: Treasurer's Quarter End Report — December 31, 2013
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