CITY OF YUBA CITY

STAFF REPORT
Date: May 6, 2008
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 March 31, 2008

Recommendation: Note & File Quarterly Treasurer's Report

Fiscal Impact: Informational item only

Background:

In accordance with the City’s adopted Investment Policies, staff has prepared the attached
investment report for City Council review for the previous quarter (January, February, and March).

Analysis:
Portfolio Highlights:

» As of March 31, 2008, the City's overall investment portfolio (estimated market value) totaled
$114,559,201, an increase of roughly $5,075,821 since the previous quarter.

* Notable transactions during the quarter that affected cash flows included: 1) Receipt of the first
installment of property tax revenues in February ($8.5 million); and, 2) Capital improvement
project payments attributable the Plumas Streetscape Project ($6.6 million).

* The Portfolio shows a “paper gain” of $1,873,671 as March 31*%. This represents the amount of
money that the City would gain if it were to 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 $37.9 million as of March 31°%
(approximately 41.4% of the “City Held Investments” portfolio value) that is currently invested in
LAIF, CAMP, Umpqua and in the City’s Wells Fargo account, which are wholly liquid.

Economic Overview:

The Federal Reserve cut the Federal Funds rate by 75 basis points to 2.25% in March in a further
effort to enhance market liquidity and halt the economy's slide. By comparison, the rate in January
2008 was 4.25%. Volatility spiked in March, as the near default of Bear Stearns led to a rescue
secured in major part by the Federal Reserve.

As the economy continues to slow, weakness in the job market has raised recession concerns;
evidence of anemic growth and inflation further supporis these concerns. Waning consumer
confidence may prolong the downturn. Falling property values, and stock prices, record energy
costs, along with the soft labor market could cause consumers to draw back further on their
spending from already depressed levels.

Agenda ltem



Outlook: The sharp slowing in the economy combined with the near melt-down of the financial
markets is likely to be the prime focus of the Federal Reserve for some time to come; however, the
fear that excessively low rates could fuel another investment bubble could ultimately limit further rate
reductions by the Fed.

Investment Overview:

The overall maturity of the City held funds portfolio (“weighted average years”) decreased this
quarter from 1.33 years to 1.25 years. This is mainly attributable to an increase of 6.2% in the
amount of liquid accounts on hand.

With continued reductions of the Federal Funds Rate, longer term investments have been
purchased to “lock in” a portion of the portfolio. The positive impact of this strategy is reflected in the
portfolio's estimated market value of $1,827,302 more then its cost basis.

Historically, the City has maintained roughly 50% of its non-Trustee held investments in wholly liquid
accounts (funds can be drawn upon at any time). Currently, 41.4% of the portfolio is liquid, which
sufficiently meets the City’s cash needs.

- 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 ltem only.

Alternatives:
Not Applicable.

Recommendation:

Staff recommends that Council note and file the Quarterly Treasurer's Report for the period ending
March 31, 2008.

Prepared By: hraitte 2:’
ixm//ﬂé(‘/fl.. j l";

Terrel Locke Steven R. Jepserf”
Administrative Analyst | City Manager
Reviewed By:

Department Head <_§Z—5
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