CITY OF YUBA CITY
STAFF REPORT

Date: August 7, 2007
To: Honorable Mayor & Members of the City Council
From: City Treasurer

Presentation By: Steven C. Kroeger, Assistant City Manager/City Treasurer

Summary
Subject: Presentation of Treasurer's Report — Quarter Ended June 30, 2007
Recommendation: Note & File Quarterly Treasurer's Report

Fiscal Impact: [nformational item only

Background:

In accordance with the City's adopted Investment Policies, stafi has prepared the attached
investment report for City Council review for the previous quarter {April, May, June).

Analysis:
Portfolio Highlights:

* As of June 30, 2007, the City's overall investment portfolio {(estimated market value) totaled
$129,600,422, an increase of roughly $13.2 million since the previous quarter.

* Notable transactions during the quarter that affected cash flows included: 1) the issuance of $16
million in Redevelopment Agency Tax Allocation Bonds; and 2) Capital improvement project
payments attributable to the Water Treatment Plant and Gauche Aquatic Park projects.

= The Portfolic shows a “paper gain” of $88,679 as of June 30". This represents the amount of
money that the City would gain if it were 1o liquidate its entire portfolio at the end of the reporting
period. However, such gains might not be realized if the investments are held until maturity
(which is the City’s historical investment strategy).

* The City's cash flow needs will be met by the roughly $47.0 million as of June 30"
(approximately 50.9% of the “City Held Investments” portfolio value) thatis currently invested in
LAIF, CAMP and in the City's Wells Fargo account, which are wholly liquid,

Economic Qverview:

The Federal Open Market Committee continued its year-long pause at the end of June, keeping the
Federal fund rate at 5.25%. The committee stated that “growth appears to have been moderate”
despite the ongoing housing market correction. :

The 10-year US Treasury market briefly touched 5.30%, its highest level in five years, before sub-
prime mortgage market fears drove yields down.

The Federal Reserve has reiterated its view that the year will be characterized by moderate growth
with some risk of inflation above targets. This outlook provides no basis for Fed easing, and, if it
holds, is likely to cause continued modest upward adjustment in rates. A sharp slow-down or

mortgage market woes could cause the Fed to reduce rates; otherwise, markets are likely to be
range-bound for some time.
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Investment Overview:

The overall maturity of the City held funds portfolio ( “weighted average years”) decreased this
quarter from .916 years to .856 years. This is mainly attributable to the investment of the recent
Redevelopment Agency Tax Allocation Bonds that have been invested in the California Asset
Management Program, which has a daily maturity. Those funds are being placed in Investment
Agreements and so the Portfolio’s maturity will be re-extended. Staff continues to evaluate the
purchase of longer term investments to lengthen the overall maturity of the portfolio. With
uncertainty regarding future interest rates, longer term investments have been purchased to
continue to “lock in” a portion of the portfolio.

Historically, the City has maintained roughly 50% of its non-Trustee held investmentsin wholly liquid
accounts (funds can be drawn upon at any time). Currently, 50.9% of the portfolio is liquid. Given
the flattening yield curve (between current to five year maturities), this situation is neutral to overall
returns.

Summary:

The City’s overall portfolio returns are consistent with current market conditions. The portfolio’s
earnings are within the expectations contained in the adopted budget. Each investment continues
to be in compliance with State law and the City’s formal Investment Policies.

Fiscal Impact:

Informational Item only.

Alternatives:
Not Applicable,

Recommendation:

Staff recommends that Council note and file the Quarterly Treasurer’s Report for the period ending
June 30, 2007.

Prepared By

sy

Steven C. Kr&eger-/ Steven R. Jepsén
Assistant City Manager/City Treasurer City Manager

Reviewed By:

Finance - W
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