AGENDA SECTION CONSENT
AGENDA ITEM # 9
REPORT# 14-61

STAFF REPORT
COUNCIL MEETING DATE:
April 28, 2014

ITEM FOR COUNCIL CONSIDERATION:

Quarterly Review of Investment Results and Certifications Concerning Compliance with

Investment Policy and Cash Flow Needs for the next six months

Prepared by: John Thornberry, City Treasurer

Department. Administrative Services

Reviewed by: \
City Manager / Z /\
v

Signdture

ACTION ITEM ; NON-ACTION ITEM _X

STAFF RECOMMENDATION: Receive and file the report

MoTioN: None Required

1. BACKGROUND:

California Government Code Section 53600 states that “all governing bodies of local agencies
or persons authorized to make investment decisions on behalf of those local agencies are
trustees and therefore fiduciaries subject to the “prudent investor standard”

The prudent investor standard states that “a trustee shall act with the care, skill, prudence and
diligence that a prudent person acting in a like capacity would use in the conduct of funds of a
like character and with like aims, to safeguard the principal and maintain the liquidity needs of
the agency. When investing public funds, the primary objective of a trustee shall be to
safeguard the principal of the funds under its control. The secondary objective shall be to meet
the liquidity needs of the depositor. The third objective shall be to achieve a return on the funds

under its control.”

California Government Code Section 53646 mandates that cities annually adopt a written
investment policy and that quarterly reports be prepared concerning the City’s financial
holdings, a statement of compliance with the policy and a statement concerning the City’s ability
to meet its cash flow needs in the ensuing six months.



This report is no longer mandatory but is provided each quarter because it is informative for the
Council and the public, and because the cost of preparation is minimal. However, because the
City chooses to prepare the report, copies of the second and fourth calendar quarter reports
must be submitted to the California Debt and Investment Advisory Commission within 60 days
after the close of the second and fourth calendar quarters.

Il. POLICY: |

All portfolio investment transactions for the quarter ended March 31, 2014, have been made in
full compliance with the Statement of Investment Policy adopted October 28, 2013.

As a part of the City’s 2004 work program, the Council directed staff to investigate alternative
investment practices that could yield better returns while maintaining security. The first step in
this process was the change in the investment policy. On September 27, 2004 the City Councll,
by adoption of Resolution 4898, modified the City’s investment policy, expanding the list of
‘Authorized Investments’. Now, in addition to investment in the Local Agency Investment Fund
and other FDIC insured accounts, the City can invest in ‘Other investments authorized and
governed by California Government Code 53601.

On November 22, 2004 the City Council adopted Resolution No. 4910 authorizing investments
in the Treasury Direct program whereby Treasury Securities would be purchased directly from
the United States Treasury.

(11l FINANCIAL CONSIDERATIONS: _|

Cash Statement: At March 31, 2014, the City held cash investments as shown in the table
below.

Table |
Bank Balance at Quarterly Avg.
03/31/14 Earnings  Annualized
Return

Treasury Direct/Schwab $11,864,470.54 $35,995.52 1.26%
LAIF 20,614.69 11.72 0.23%
MB&T Checking 419,744.07 0 0.00%
MB&T Money Market 2,190,925.32 1,525.04 0.30%
Total $14,495,754.62 $37,532.28 1.01%
Investments:

Changes in the market value of Treasury securities are inversely proportional to changes in
interest rates demanded in the open market, i.e. when rates rise market values fall, when rates
fall market values rise. The sensitivity of a portfolio’s market value to these changes in market
rates is a function of its days to maturity and its coupon rate. Securities with longer maturities
and/or lower coupon rates are more sensitive to changes in market interest rates. As a security
matures, changes in its value become less sensitive to market rate changes.

At March 31 the portfolio’s average days to maturity was 1,031 days or 2.83 years, the average
coupon rate was 1.20%, the average yield to maturity was 1.28% and the par value was
$11,761,600. The portfolio had a net negative cash flow of ($407,866.99) during the quarter.



Staff estimates the market value of the portfolio at $11,978,544. This represents a net
unrealized gain of $241,474 or 2.06% of the net investment of $11,737,070. In other words, if
the City were to sell all of its holdings, the proceeds from the sale would be approximately this
much more than what was paid for them. The City does not intend to sell nor does it have any
foreseeable need to sell any securities. The intention of the City’s investment policy is to hold all
securities to maturity; and securities so held are redeemed at par value resuiting in no net

market gain or loss.

Attached for your review are statements from Treasury Direct, Charles Schwab, LAIF, and
Montecito Bank & Trust as of March 31, 2014. Also attached is a recap of investment activity
during the quarter, a subsidiary ledger listing showing the various yields and maturities of
securities in the Treasury Direct/Charles Schwab portfolio, a Treasury Note portfolio segment

analysis and a market value estimate calculation.

The City of Carpinteria will meet all expenditure obligations that might reasonably be anticipated
for the six-month period ending September 30, 2014.

IV. LEGAL ISSUES:

This report has been prepared in compliance with California Government Code Sections 53600
and 53646.

[ V. ATTACHMENTS: |

Treasury Direct statement

Charles Schwab statement

LAIF statement

Montecito Bank & Trust bank statement

Investment Activity Recap

Treasury Direct/Charles Schwab Subsidiary Ledger Listing
Treasury Direct/Charles Schwab portfolio segment analysis
Market value estimate calculation
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TD 5177 (Ssptember 2010)

Maiting Number: 051000013

Legacy Treasury Direct,

www treasurydirect.gov
1-800-722-2678

1-304-480-6464 (Qutside the U.S.)

CITY OF CARPINTERIA CA P O BOX 9150
5775 CARPINTERIA AVENUE MINNEAPOLIS MN 55480-9150

CARPINTERIA CA 93013
PHONE: (800) 722-2678

TREASURY RETAIL SECURITIES SITE

Payments made by direct deposit to:
(805) 684-3403 | | MONTECITO BANK & TRUST
Routing Number: 122234783

| Name en-Acsenat: CITY OF CARPINTERIA -
CHECKING Account Number: Confidential

4800-770-3487

ACCOUNT HOLDINGS

912828KN9 ox 119,000 04/30/09 99.691687 1.96
1 7/8 NOTE L 14
04/30/14 119,000

912828KV1 0l 124,700 06/01/09 99.718283 2.31

2 1/4 NOTE N 14
05/31/14 124,700

912828KY5 el 119,000 06/30/09 99.651406 2.70 i

2 5/8 NOTE N 14
06/30/1% 119,000

912828LC2 [ 23 124,600 07/31/09 99.702494 2.689

2 5/8 NOTE P 14
07/31/14 124,600

912828LK% 0l 119,800 08/31/09 99.443852 2.494

2 3/8 NOTE Q 14
08/31/14 119,800

04/30/14
Par and Interest
120,115.63

05/31/14
Par and Interest
126,102.88

06/30/14
Par and Interest
120,561.88

07/31/14
Par and Interest
126,235.38

08/31/14
Par and Interest
121,222.63

IF YOU HAVE QUESTIONS CONCERNING THIS STATEMENT, PLEASE CONTACT YOUR TREASURY RETAIL
SECURITIES SITE AND PROVIDE YOUR ACCOUNT NUMBER



Attachment B



Account Statement
Retain for Your Records

charles SCHWAB

Schwab One® Account
Account Number: 8975-8685

Statement Period: March 1, 2014 to March 31, 2014
Page 1 of 8

Cut paper clutter. Last Statement: February 28, 2014
Switch to eStatements at schwab.com/paperless.
Questions? Call 1-800-435-4000

CITY OF CARPINTERIA
5775 CARPINTERIA AVE
CARPINTERIA CA

Account Value Summary

93013-2603

Change in Account Value

Cash & Sweep Money Market Funds
Total Investments Long
Total Investments Short

$ 10.55
$ 8,605,891.30
$ 0.00

Total Account Value

$ 8,605,901.85

Starting Account Value
Transactions & Income

Income Reinvested

Change in Value of Investments

$ 8,382,205.52
$ 273,168.23
$ 0.00

$ (49,471.90)

Ending Account Value
Year-to-Date Change in Value Since 1/1/14

Rate Summary

$ 8,605,901.85
$ 1,103,772.01

Value Adv Money Fd SWVXX
Sch Investor Money Fund

Please see "Endnotes For Your Account" section for an explanation of the endnote codes and symbols on this statement.

03/31-00000-NRSP0302-045837 *2

© 2012 Charles Schwab & Co.,Inc. All rights reserved. Member SIPC. C$12440-02 (0001-0386) STP67402CS (04/12)

0.01%
0.01%

SIPC
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Page 1 of 1

Untitled Page
JOHN CHIANG
California State Controller
LOCAL AGENCY INVESTMENT FUND
REMITTANCE ADVICE
Agency Name CARPINTERIA
Account Number 08-42-142

As of 04/15/2014, your Local Agency Investment Fund account has been directly credited
with the interest earned on your deposits for the quarter ending 03/31/2014.

Earnings Ratio .00000631639966506
Interest Rate 0.23%
Dollar Day Total $ 1,855,136.32
Quarter End Principal Balance $ 20,614.69
Quarterly Interest Earned $ 11.72

http://laif.sco.ca.gov/Result.aspx 4/18/2014
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000 00005 01 PAGE: 1
ACCOUNT: 195024588 03/31/2014
P.0. Box 2460

MONLECICO  gyva garbara. ca 03120-2460
Bank & Trust  (80s) 963-7511

002026
H
@ City of Carpinteria 30-0
; 14
* HOLD AT BRANCH * 203

Even with careful management of your cash, overdrawing your account can
happen. To learn more about how you can protect your account from
accidental overdrafts, stop by any of our branches or visit
montecito.com.

SUMMARY OF ACCOUNTS

ACCOUNT CURRENT MATURITY
ACCOUNT TYPE NUMBER BALANCE DATE
Business Money Market ACCOUNT 195020078 2,190,925.32
Analysis Checking ACCOUNT 195024588 419,744.07
*TOTAL CURRENT BALANCE* 2,610,669.39

LAST STATEMENT 02/28/14 589,017.80

MINIMUM BALANCE 300,716.84 51 CREDITS 1,587,300.45

AVG AVAILABLE BALANCE 488,297.72 239 DEBITS 1,756,574.18

AVERAGE BALANCE 521,448.08 THIS STATEMENT 03/31/14 419,744.07

—————————— DEPOSITS - - — = — - = = = —

REF #........TRACE #.DATE........ AMOUNT REF #........ TRACE #.DATE........AMOUNT
0195833619 03/04 2,428.96 0195473080 03/17 1,696.54
0195830088 03/04 3,977.57 0195538009 03/18 44,565.45
0195915646 03/05 2,471.90 0195598572 03/19 1,626.35
0195137028 03/10 13,234.32 0195638029 03/20 647,903.98
0195201510 03/11 9,982.93 0195950510 03/27 105,177.19
0195290534 03/12 79,114.51 0195018112 03/28 37,931.08

- 0195413032 03/14 5,133.81 0195126115 03/31 10,837.78

* %% CONTINUED ***

ERUIGRAG
MEMBER FDIC
s EMBER FD HOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION
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