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Finance Committee

Nora Davis, Chairperson

Jennifer West, Council Member
William C Reuter, Resident

Fran Quittel, Resident

Benay Curtis-Bauer, Business Rep
Elizabeth Altieri, Business Rep

AGENDA
FINANCE COMMITTEE
Special Meeting of the Advisory Committee
1333 Park Avenue, Emeryville, CA 94608

Monday, August 15, 2011, 5:30 p.m.

All Advisory Committee meetings are noticed as Special City Council Meetings so that any or all of the City
Council may attend and patrticipate in the Advisory Committee’s deliberations. However, actions taken by
Advisory Committees are not official actions of the City Council but must be ratified at a regular City Council. All
writings that are public records and relate to an agenda item below which are distributed to a majority of the
Finance Committee (including writings distributed to a majority of the Finance Committee less than 72 hours
prior to the meeting noticed below) will be available at the Information Counter, 1333 Park Avenue, Emeryville,
California during normal business hours (9am to 5pm, Monday through Friday, excluding legal holidays).

In compliance with the Americans with Disabilities Act, a person requiring an accommodation, auxiliary aid or
service to participate in this program should contact the sponsoring department or ADA Coordinator, Dominique
B. Burton at (510) 596-4380 or dburton@emeryville.org as far in advance as possible, but no later than 72 hours
before the scheduled event. The best effort to fulfill the request will be made.

No dogs, cats, birds or any other animal or fowl shall be allowed at or brought in to a public meeting by any
person except (i) as to members of the public or City staff utilizing the assistance of a service animal, which is
defined as a guide dog, signal dog, or other animal individually trained to provide assistance to an individual with
a disability, or (ii) as to police officers utilizing the assistance of a dog(s) in law enforcement duties.

The AGENDA for this meeting is as follows:

l. CALL TO ORDER

I. PUBLIC COMMENTS

Il APPROVE MINUTES FROM MAY 16, 2011 MEETING
V. AGENDA ITEMS

Business Cooperation Program

4™ Quarter Financial Update

Investment Policy Review

Investment Services Contract — Bond Reserves
City Council Compensation

Payroll amounts on Warrant List

nmmoow»

V. STAFF COMMENTS
VI. COMMITTEE MEMBER COMMENTS
Vil. ADJOURNMENT

FURTHER INFORMATION may be obtained by contacting Karan Reid, Chief Financial Officer, at (510) 596-
4352.

DATED: August 10, 2011

Karen Hemphill, City Clerk
Post on: August 10, 2011
Post until: August 19, 2011


mailto:dburton@emeryville.org


CITY OF EMERYVILLE

MEMORANDUM

DATE: August 15, 2011
TO: Finance Committee
FROM: Karan Reid, Chief Financial Officer

SUBJECT: Comparison of City Council Compensation in the San Francisco Bay Area

The item attached was presented to the City Council at its May 17, 2011 meeting. The
Council referred this item to the Finance Committee for further discussion.

Attachment:
May 17, 2011 City Council Report





CITY OF EMERYVILLE
MEMORANDUM

DATE: May 17, 2011

TO: Patrick O'Keeff¢, City Manager
r

FROM: Karen Hemphill] @ity Clerk

SUBJECT: COMPARISION OF CITY COUNCIL COMPENSATION IN SAN
FRANCISCO BAY AREA REGION

City Councilmember Brinkman requested that staff provide information regarding
the range of compensation, including salary/stipend as well as health and other
benefits provided to City Councilmembers in the region. In response, staff has
attached two comparison tables, the first is compiled from information received
through a request to San Francisco Bay Area City Clerks and the second is
compiled from a Contra Costa Times article, dated May 6, 2011. The
compensation data should be used as a general guide only as the information is
not based upon standard means of calculation (for example, agency differences
exist regarding how allowed reimbursements, transportation/information
technology stipends, single vs. family health benefits, other agency stipends, etc.
are calculated or reported).

APPROVED AND FORWARDED
TO THE CITY COUNCIL:

City Manager<

Attachments: Bay Area City Council compensation
Contra Costa County City Council compensation table
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Attachment 2

CONTRA COSTA COUNTY CITIES
CITY COUNCIL MEMBER COMPENSATION

Salary and/or

. Monthily
. . Meeting Fees (total Health and Other
City Population ¢ agll 5.7CiHty  Oaryor Benefits
Stipend
Council members}
Antioch 100,150 $53,746 $896 yes
Brentwood 50,614 $34,155 $569 yes
Clayton 10,784 $23,400 $390 no
Concord 124,780 $74,580 $1,243 yes
Danville 42,601 $40,064 $668 yes
El Cerrito 23,596 $26,710 $445 no
Hercules 23,000 $51,960 $866 yes
Lafayette 24,500 $0 $0 no
Martinez 36,179 $46,200 $770 yes
Moraga 16,800 $0 $0 no
Qakley 34,000 $27,924 $465 no
Orinda 17,600 $0 $0 no
Pinole 19,193 $17,862 $298 yes
Pittsburg 63,004 $33,240 $554 yes
Pleasant Hill 33,377 $37,950 $633 yes
Richmond 102,186 $152,130 $1,811 yes
San Pablo 30,950 $45,210 $754 yes
San Ramon 59,002 $47,935 $799 yes
Walnut Creek 66,000 $35,100 $585 no

Note: This data based upon an article in the Contra Costa Times, dated
May 6, 2011.
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OVERVIEW

CITY OF EMERYVILLE
QUARTERLY FINANCIAL REPORT

Fourth Quarter 2010-11

As at June 30,

2011

This report summarizes the fourth quarter of fiscal year 2010-11 and reflects 100% of
the City of Emeryville’s 2010-2011 Operating Budget Period. General Fund key
revenues are discussed along with a summary discussion on General Fund
expenditures. In addition, expenditure data for the same point in time of the prior
budget period (FY 2009-10) is shown for comparative purposes.

GENERAL FUND OVERVIEW

Revenue and Expenditure Summary

With the year substantially complete, revenues are at 102.6% of projections and
expenditures are at 94.4%:

Adopted YTD

Budget Actual Variance Percent
Revenues 28,633,298 29,379,234 745,936 102.6%
Expenditures 29,538,762 27,869,970 1,668,792 94.4%
Fund Balance, 07-01-10 7,175,824 7,175,824 -
Estimated Balance Yr to Date 6,270,360 8,685,088 2,414,728

Key Revenues

Excluding interfund transfers, the City’s top ten budgeted revenues account for 91% of
total General Fund revenues.

Current Year % of Prior Year Actual vs. Prior Year

Top Ten Budgeted Revenues | Annual Budget Actual Budget Actual Variance

Sales Tax 5,244,259 5,605,338 107%| 5,278,187 327,151 6%
Transient Occupancy Tax 3,300,000 3,598,234 109%| 3,298,492 299,741 9%
Business License Tax 3,247,560 3,610,892 111%| 3,678,648 (67,757) -2%
Utility Users Tax 2,915,214 2,837,518 97%| 3,121,859 (284,341) -9%
Cardroom Tax 2,300,000 2,267,783 99%| 2,250,668 17,115 1%
Licenses and Permits 1,816,181 1,977,684 109%| 3,059,797 (1,082,113) -35%
Property Tax 1,524,780 1,430,927 94%| 1,824,394 (393,467) -22%
Franchises 1,203,237 1,372,726 114%| 1,042,903 329,823 32%
Fines 885,000 713,260 81% 823,452 (110,191) -13%
V.L.F. InLieu 632,241 662,256 105% 665,517 (3,261) 0%
Total 23,068,472 24,076,618 104%| 25,043,918 (967,300) -4%






Quarterly Financial Report
Fourth Quarter 2010-11
Page 2 of 4

The following highlights key revenue results:

Sales Tax: Sales tax receipts were tracking 7% above projections through June 30,
2011. These receipts include reductions for the revenue sharing payment with the City
of Oakland which was processed through December 2010. When compared to prior
year, the 6% increase is a reflection of improvements in consumer spending. With
sales tax being the General Fund’s top revenue generator, staff will continue to monitor
its results closely.

Transient Occupancy Tax: Year-to-date revenues for TOT were 9% above the budget
and 9% higher than the same time period last year. Hotel revenues for all four hotels
exceeded prior year, likely the result of increased occupancy combined with higher
rates.

Utility Users’ Tax: Revenue received for this income category through June 30
represents 97% of budget. The amount received reflects a decrease of 9% over the
prior year; the variance is mainly attributable to a large collection of delinquent taxes in
the prior year of $111,000. Finance staff continues to pursue collections for UUT.

Licenses and Permits: License and Permits revenues are derived primarily from the
planning/building department including reimbursement/cost recovery income. Results
of $1,977,684 through June 30 were tracking 9% above budget. Compared to prior
year, results were $1,082,113 less due to approximately $1,535,000 in building fees
received from Pixar Studios during FY2009-10.

Property Tax: Revenue received for this income category through June 30 is about
94% of budget. There is one more payment from the County expected in August.

Franchise Fees: Franchise fees are reflected at 14% above budget and 32% greater
than prior year. This is a result of cable franchise fees increasing and a new
environmental fee from Waste Management of $150,000 received in February 2011.

Fines: Fines are derived from parking and vehicle code violations, with revenues
recognized in arrears upon collection. Collections at the end of the fiscal year were
$171,740 below projections.

Real Property Transfer Tax: While not included in the top ten budgeted revenue
categories, transfer tax in the amount of $476,309 was received from the City of
Oakland related to the sale of property in the East Bay Bridge Center in March 2011.





Quarterly Financial Report
Fourth Quarter 2010-11
Page 3 of 4

Expenditures

Operating costs are generally about 6% below budget at the end of the fiscal year as
summarized below:

By Department:

Current Year % of Prior Year
Expenditures Budget Actual Budget Actual
City Council 144,590 147,468 102.0% 131,990
City Manager 390,180 415,159 106.4% 448,860
City Clerk 344,461 363,070 105.4% 314,914
City Attorney 565,341 549,569 97.2% 678,653
Administrative Services 2,005,409 1,872,815 93.4% 2,333,541
Planning and Building 1,771,767 1,837,411 103.7% 2,250,890
Economic Development 1,076,594 924,323 85.9% 890,327
Public Works 2,525,681 2,371,443 93.9% 2,430,677
Non-Departmental Operations 3,032,973 2,844,763 93.8% 3,194,235
Police 9,954,537 9,494,106 95.4% 9,348,736
Fire 5,745,066 5,372,701 93.5% 5,515,083
Community Services 1,982,163 1,677,143 84.6% 1,833,850
Total 29,538,762 27,869,970 94.4% 29,371,757

Note: Prior year actual for Adm Svcs included Fuel Dock expenditures.

Most departments are performing below expectations through the end of the year. The
most significant variances occurred in the Economic Development and Community
Services Departments. At June 30, the expenditures in these departments were 85-86%
of budget, primarily the result of vacant positions. Two Economic Development positions
were filled in January 2011. Several vacant positions existed in the Adult Services
division of Community Services: Recreation Supervisor, Program Coordinator and
Senior Center Case Manager. Recreation Supervisor was filled in September 2010.

The variance in the City Manager’s department is related to the processing of the first
payment for Associated Community Action Program (ACAP) of $25,000. Subsequent
payments for ACAP have been paid from the non-departmental budget; a budget
appropriation covering these payments was approved in May.
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By Type:
Current Year % of Prior Year
Expenditures By Type Budget Actual Budget Actual

Staffing 21,184,323 20,137,200 95.1% 20,573,844
Contract Services 2,064,760 2,067,243 100.1% 1,974,832
Maintenance 1,932,353 1,822,556 94.3% 1,831,476
Supplies 748,784 637,491 85.1% 919,610
Utilities 694,400 690,182 99.4% 662,840
Other Operating Costs 1,500,660 1,112,537 74.1% 1,232,665
Capital 46,500 35,954 77.3% 88,640
Interfund Transfers 1,366,982 1,366,808 100.0% 2,087,851
Total 29,538,762 27,869,970 94.4% 29,371,757

The most significant variances by type are summarized below:

e The largest dollar variance ($1,047,123) is in the staffing area; there were several
vacancies in budgeted positions which are either unfilled or filled only a part of the
year. These vacant positions include: Police Officers, Accounting Supervisor, two
Economic Development Coordinators, Recreation Supervisor, Program Coordinators
and Senior Case Manager.

e Other Operating Costs include Insurance, Advertising/Printing, Education/Travel,
Rentals and Leases, Fees, Programs and other miscellaneous costs. The savings of
$388,123 mainly consist of lower than expected costs for Prisoner Maintenance and
Contract Obligations.

e The most significant variance in supplies occurred in Community Services at 75% of

budget or a savings of $56,000.
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CITY OF EMERYVILLE

MEMORANDUM

DATE: August 15, 2011

TO: Finance Committee

FROM: Karan Reid, Chief Financial Officer

SUBJECT: Statement of Investment Policy Effective September 2011

Recommendation

Staff recommends that the Finance Committee recommend adoption of the Statement
of Investment Policy, Exhibit “A” to take effect September 2011 to the City Council.

Discussion

California Government Code Section 53646 was legislatively amended in 2005 to allow
for the elective, though not mandatory, annual rendering of a Statement of Investment
Policy to the local agency legislative body for consideration. The City last adopted its
investment policy in July, 2010. Although there has been much turmoil in the financial
markets in the past year, the City’s investments have remained safe. We have not
incurred any losses in our principal and continue to invest and hold “AAA” rated
government agency bonds that are permitted within our Investment Policy. The Policy
has protected us well even at this time of credit and economic uncertainty and we
believe it remains very prudent.

The City of Emeryville’s Statement of Investment Policy effective September 2011 is

hereby submitted to City Council for consideration.

Summary of the City’s Policy

Objectives
The Investment Policy speaks to selection of investments in the following order of

priority:

. Safety (Investments are undertaken in a manner that seeks to ensure the
preservation of capital in the overall portfolio).
. Liquidity (The portfolio shall remain sufficiently liquid to meet all operating

requirements which might be reasonably anticipated. Liquidity refers to the
ability to sell an investment at any given moment with a minimal chance of losing
some portion of principal or interest.).

. Yield (The portfolio is designed to attain a market rate of return).





Allowable Investments.
The Investment Policy allows the Treasurer to invest funds in:

. California State Local Agency Investment Pool (LAIF)

. U.S. Treasuries maturing within one year

. Money market mutual funds whose portfolios are made up of U.S. Treasuries

. Insured or fully collateralized certificates of deposit or passbook savings
accounts

. Obligations issued by agencies of instrumentalities of the U.S. Government

. Prime commercial paper

. Negotiable certificates of deposit

. Medium term corporate notes rated “AA” or better

. Money market mutual funds

There is a five year maximum maturity unless specifically extended by grant of the City
Council.

Certain investments allowed by State Code will continue to be excluded from the policy.
These include: Repurchase agreements, reverse repurchase agreements, collateralized
mortgage obligations, County investment pools, other investment pools, notes and
bonds issued by the State of California and local agencies within California.

Guidelines

The Policy requires monthly reports to be prepared and provided to the City Manager
and City Council. This is more stringent than the State requirement of quarterly
reporting. Additional guidelines include:

. Review and authorization by the Chief Financial Officer/Treasurer and City
Manager.

. Consolidation of cash into one account to be invested as a pool

. Safekeeping of securities by a third party (a bank trust department)

. Monitoring and forecasting of revenues and expenditures to allow full investment
of monies

. Prudence (the standard that investments shall be made with judgment and care,

under circumstances then prevailing, which persons of prudence, discretion and
intelligence exercise in the management of their own affairs; not for speculation,
but for investment, considering the probable safety of their capital as well as the
probable income to be derived), specific ethics, and conflict of interest disclosure.

. Maintain a list of authorized financial institutions and dealers

. Typically, securities will be bought and held to maturity

. LAIF should be used to provide daily liquidity to the portfolio

. Diversify the portfolio to balance yield with other investment objectives
Attachment:

Statement of Investment Policy





Exhibit A

CITY OF EMERYVILLE
STATEMENT OF INVESTMENT POLICY
September 2011

POLICY

It is the policy of the City to invest public funds in a prudent manner which will
provide the highest yield with the maximum security of principal invested while
meeting the daily cash requirements and conforming to all applicable federal,
state and local statutes.

SCOPE

The policy applies to all financial assets of the City and includes retirement funds.
Financial assets are reported in the City’'s Comprehensive Annual Financial
Report and are accounted for in the following funds:

General Fund

Special Revenue Funds

Capital Projects Funds

Debt Service Funds

Internal Service Funds

Enterprise Funds

Fiduciary Funds

Redevelopment Agency Funds

Any new fund created by the City Council unless specifically exempted.

The provisions of the related bond indentures or resolutions shall govern
investments of bond proceeds.

PRUDENCE

The City shall manage its investments under the standard of the "prudent
investor" rule (California Government Code Section 53600.3), which shall be
applied in the context of an overall portfolio. Investments shall be made with
judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the management of their own
affairs; not for speculation, but for investment, considering the probable safety of
their capital as well as the probable income to be derived. Investment officers
acting in accordance with the investment policy and exercising due diligence
shall be relieved of personal responsibility for an individual security’s credit risk or
market price changes, provided deviations from expectations are reported in a
timely fashion and appropriate action is taken to control adverse developments.
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INVESTMENT OBJECTIVES

The criteria for investing and managing public funds and the order of priority are
as follows:

Safety: Safety of principal is the foremost objective of the investment program.
Investments of the City shall be undertaken in a manner that seeks to ensure the
preservation of capital in the overall portfolio. To attain this objective,
diversification is required in the portfolio’s compaosition.

Liquidity: The portfolio shall remain sufficiently liquid to meet all operating
requirements which might be reasonably anticipated. Liquidity refers to the
ability to sell an investment at any given moment with a minimal chance of losing
some portion of principal or interest.

Yield: The portfolio shall be designed to attain a market rate of return throughout
budgetary and economic cycles, taking into account the investment risk
constraints and the cash flow characteristics of the portfolio.

DELEGATION OF AUTHORITY

Authority to manage the City’s investment program is derived from the California
Government Code. Management responsibility is hereby delegated to the
Treasurer, who shall establish procedures for the operation of the investment
program consistent with this investment policy. The Treasurer shall be
responsible for all transactions undertaken and shall establish a system of
controls to regulate the activities of subordinates. The Treasurer can designate a
staff person(s) to be responsible for investment transactions.

ETHICS AND CONFLICTS OF INTEREST

The Treasurer and all investment personnel shall refrain from personal business
activities that could conflict with proper execution of the investment program
and/or which could impair their ability to make impartial investment decisions.
The Treasurer and all investment personnel shall disclose to the City Manager
and the City Council any material financial interests in financial institutions that
conduct business within this jurisdiction and shall disclose any material
investment positions which could be related in a conflicting manner to the
performance of the City’s investment portfolio.

The State of California Fair Political Practices Commission Statement of
Economic Interests shall be completed on an annual basis by the Treasurer.





Exhibit A

AUTHORIZED FINANCIAL INSTITUTIONS AND DEALERS

The Treasurer will maintain a list of financial institutions, selected on the basis of
credit worthiness, financial strength, experience, references and minimal
capitalization that are authorized to provide investment capacity. No public
deposit shall be made except in a qualified public depository as established by
state laws.

An annual audited financial statement is required to be submitted by each
financial institution and broker/dealer. The registration status and standing of all
brokers/dealers shall be verified with the National Association of Securities
Dealers, the Securities and Exchange Commission or other applicable self-
regulatory organizations.

Annually and before engaging in investment transactions with a broker/dealer,
the firm shall sign a certification form, attesting that the individual responsible for
the City’s account with that firm has reviewed the investment policy and that the
firm understands the policy and intends to present only those investment
transactions appropriate under the policy.

AUTHORIZED AND SUITABLE INVESTMENTS

The City is empowered by California Government Code Section 53601 to invest
in the following types of securities:

e United States Treasury bills, notes, bonds, or certificates of indebtedness,
or those for which the faith and credit of the United States are pledged for
the payment of principal and interest.

e Obligations issued by agencies or instrumentalities of the U.S.
Government.

e Bonds, notes, warrants or other evidence of debt issued by a City of
Emeryville entity

e The Local Agency Investment Fund (LAIF) maintained by the State of
California.

e Prime commercial paper with a term not to exceed 270 days and the
highest rating issued by Moody’s Investors Service or Standard & Poor’s
Corporation. Commercial paper cannot exceed 15% of total surplus
funds, provided that if the average maturity of all commercial paper does
not exceed 31 days, up to 30% of surplus funds can be invested in this
type of security. Eligible paper shall be issued by corporations that are
organized and operating within the United States, having total assets in
excess of $500,000,000 and having an “AA” or higher rating for the debt,
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other than commercial paper, if any, as provided by Moody’s Investors
Service or Standard & Poor’s Corporation.

e Negotiable certificates of deposit issued by federally or state chartered
banks or associations or by a state licensed branch of a foreign bank.
Purchases may not exceed 30% of surplus funds.

e Medium term notes with a maximum maturity of five years, by corporations
organized and operating in the United States and rated “AA” or better by a
recognized rating service. No more than 15% of surplus funds can be
invested in this type of security.

e Money Market Mutual Funds. Shares of beneficial interest issued by
diversified management companies investing in the securities and
obligations authorized by this section. Such funds must carry the highest
rating of at least two of the largest national rating agencies. No more than
20% of surplus funds can be invested in such funds. The companies shall
retain an investment adviser registered with the Securities and Exchange
Commission with not less than five years’ experience investing in the
securities and obligations as authorized by this section, and with assets
under management in excess of $500,000,000. The purchase price of
shares of beneficial interest purchased pursuant to this subdivision shall
not include any commission that these companies may charge.

e Insured or collateralized time deposits or savings accounts secured in
accordance with the provisions of Sections 53651 and 53652 of the
California Government Code. If the collateral is government securities,
110% of market value to the face amount and accrued interest of the
deposit is required. If secured by first mortgages and first deeds of trust,
the market value must be 150% of the face amount and accrued interest
of the deposit. The collateral must be held by a third party.

Required ratings will be deemed to be the rating on the date of purchase.

A five year maximum remaining maturity is allowed unless an extension of
maturity is granted by the City Council.

SAFEKEEPING AND CUSTODY
All security transactions shall be conducted on a delivery versus payment (DVP)

basis. All securities purchased or acquired shall be held by a third party
custodian with a custodial agreement with the City.
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DIVERSIFICATION AND OTHER GUIDELINES

The City will diversify its investments by security type, except for securities
issued by the U.S. Government and its agencies, and by institution to reduce or
eliminate risk of loss. The following guidelines shall apply:

e Maturities shall be matched against projected liabilities to avoid an over-
concentration in a specific series of maturities.

e Maturities selected shall provide for stability and liquidity.
e Every transaction will be reviewed by the Treasurer and City Manager.

e Expenditures and revenues will be carefully monitored and forecast to
allow as much money to be invested as possible.

e In general, securities will be bought and kept to maturity.

e The City’s cash should be pooled.

e The Local Agency Investment Fund should be used to provide daily
liquidity to the portfolio. The portfolio will be diversified to balance yield
with other objectives.

REPORTING

The Treasurer shall submit to each member of the City Council a monthly report.
The report shall contain a complete description of the portfolio, including the
types of investments, issuers, maturity dates, par values and current market
values. The report will also include a certification of the following:

e All investments meet the requirements of the City’s investment policy.

e Sufficient investment liquidity and anticipated revenues are available to
meet the City’s budgeted expenditure requirements for the next six
months.

ADOPTION
The investment policy shall be adopted annually by resolution of the City Council.

GLOSSARY

The attached Glossary is incorporated as part of the policy.
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GLOSSARY

The following technical words are included in the policy because they are
common treasury and investment terminology.

Agencies: Debt instruments issued by the U.S. government agencies,
departments, government-sponsored corporations and related instrumentalities
to finance their own programs. Some examples of these agencies are Federal
Farm Credit, Federal Home Loan and Student Loan Marketing Association.

Asked: The price at which securities are offered. The offer price is the cost of the
security to the buyer.

Bankers’ Acceptance (BA): A draft or bill or exchange accepted by a bank or
trust company. The accepting institution guarantees payment of the bill, as well
as the issuer.

Bid: The price offered by a buyer of securities. This is payment that the seller
gets when a security is sold.

Broker: A broker brings a buyer and seller together for a commission.

Callable: Securities subject to payment of the principal amount and accrued
interest prior to the stated maturity date, with or without premium.

Certificate of Deposit (CD): A time deposit with a specific maturity evidences
by a certificate issued by commercial banks and savings institutions. The first
$100,000 is insured by the FDIC. For governmental agency, deposits in excess
of $100,000 are required to be collateralized by the financial institutions.

Collateral: Securities, evidences of deposit or other property which a borrower
pledges to secure repayment of a loan or to secure deposits of public moneys.

Coupon: The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond’s face value. A certificate attached to a bond evidencing
interest due on a payment date.

CUSIP Number: An identifying number developed by the Committee on Uniform
Security Identification Procedures, under the auspices of the American Bankers
Association to provide a uniform method of identifying municipal, U.S.
government, and corporate securities.

Dealer: A dealer, as opposed to a broker, acts as a principally in all
transactions, buying and selling for his own account.
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Debenture: A bond secured only by the general credit of the issuer.

Delivery versus Payment: There are two methods of delivery of securities:
Delivery versus payment and delivery versus receipt. Delivery versus payment is
delivery of securities with an exchange of money for the securities. Delivery
versus receipt is delivery of securities with an exchange of signed receipt for the
securities.

Discount: The difference between the cost rice of a security and its maturity
when quoted at lower than face value. A security selling below original offering
price shortly after sale also is considered to be at a discount.

Discount securities: Non-interest bearing money market instruments that are
issued below the face amount and redeemed at maturity at full face value, such
as Treasury Bills.

Diversification: Dividing investments of funds among a variety of securities
offered independent returns, maturity and market risks.

Federal Deposit Insurance Corporation (FDIC): A federal agency that insures
bank deposits currently up to $100,000 per deposit.

Federal Home Loan Banks (FHLB): The institutions that regulate and lend to
savings and loan associations. The Federal Home Loan Banks has a role parallel
to that played by the Federal Reserve Bank toward member commercial banks.

Federal National Mortgage Association (FNMA): A federal corporation working
under the auspices Department of Housing and Urban Development. It is the
largest single provider of residential mortgage funds. The corporation’s
purchases include a variety of adjustable mortgages and second loans, in
addition to fixed rate mortgages. FNMA assumes and guarantees that all security
holders will receive timely payment of principal and interest.

Federal Home Loan Mortgage Corporation (Freddie Mac): This agency was
established in 1070 to help maintain the availability of mortgage credit for
residential housing.

Federal Reserve System: The central bank of the United States created by
Congress and consisting of a seven member Board of Governors in Washington,
D.C., 12 regional banks and about 5,700 commercial banks that are members of
the system.

Liquidity: As asset that can be converted easily and rapidly into cash without a
substantial loss of value. In the money market, a security is said to be liquid if the
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spread between bid and asked prices is narrow and reasonable size.

Local Agency Investment Fund (LAIF): The aggregate of all funds for political
subdivisions that are placed in the custody of the State Treasurer for investment.

Market Value: The price at which a security if trading and could presumably be
purchased or sold.

Master Repurchase Agreement: A secured contractual obligation between an
investor and an issuing financial institution establishing each party’s rights in the
transactions. It specifies the right of the buyer-lender to liquidate the underlying
securities in the event of default by the seller-borrower. The investor exchanges
cash for temporary ownership of the collateral securities with an understanding
the seller-borrower (financial institution) will repurchase the securities. Interest
income earned during the term belongs to the investor.

Maturity: The date upon which the principal or stated value of an investment
becomes due and payable.

Offer: The price asked by a seller of securities. When buying securities the
investor asks for an offer.

Portfolio: Collection of securities held by an investor.

Primary Dealer: A group of government securities dealers who submit daily
reports of market activity and positions and monthly financial statements to the
Federal Reserve Bank of New York and are subject to its informal oversight.
Primary dealers include Securities and Exchange (SEC)-registered securities
broker-dealers, banks and a few unregulated firms.

Prudent Person Rule: A standard followed by a person of discretion and
intelligence to seek a reasonable income and at the same time preserve the
principal.

Rate of Return: The yield of a security based on the ratio of the coupon income
to the purchase of market price.

Safekeeping: A service to customers rendered by financial institutions for a fee
whereby securities and valuables of all types and descriptions are held in the
bank’s vault for protection. Other services which are normally provided are
marking the portfolio to market value, reporting investments held and investment
activities.

Securities & Exchange: Agency created by Congress to protect investors in
securities transactions by administering securities legislation.
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Treasury Bills: A non-interest bearing discount security issued by the U.S.
Treasury to finance the national debt. Bills have maximum maturity of one year.

Treasury Bond: Long-term U.S. Treasury securities having initial maturities of
more than 10 years.

Variable rate note: Securities which pay interest at rates that can fluctuate
during the life of the security.

When issued: A conditional transaction that takes place between the time a new
issue is offered and the time of physical delivery of the bonds. It is understood
between the buyer and the seller that transactions will occur when and if the
bonds are issued.

Yield: The rate of annual income return on an investment, expressed as a
percentage. Income yield is obtained by dividing the current dollar income by the
current market price for the security. Net yield or yield to maturity is the current
income yield minus a premium above par or plus any discount from par in
purchase price, with the adjustment spread over the period from the purchase
date to the maturity date.






Finance Committee Meeting Minutes
May 16, 2011, 5:30pm

Members Present:

Nora Davis, Chairperson

Jennifer West, Council Member

Patrick O’Keeffe, City Manager

Delores Turner, Assistant City Manager

Karan Reid, Chief Financial Officer

Michelle Strawson O’Hara, Accounting Supervisor
Bob Cantor, Emeryville Chamber of Commerce
Ruth Major, Resident/Public

Judith Timmel, Resident/Public

Andre Carpiaux, Resident/Public

VI.

Call to Order: The meeting was called to order at 5:32pm

Public Comments:

a.

b.

Ruth Major suggested that City consider State cuts to ECDC and whether
it’s possible to increase funding to the program.

Ruth raised concern about large businesses appealing to the County for
property tax assessments and how this will impact City’s budget. Also,
she wants to ensure we are considering the effect of RDA on property
taxes.

Agenda Items:

a.

b.

Budget Updates: FY11 & FY12 — The Committee recommended approval
to the City Council.

Fund Balance Policy — The Committee recommended approval to the

City Council.

3" Quarter Financial Update — Informational item only, no approval
requested.

Staff Comments: None

Committee Member Comments: None

Adjournment: The meeting was adjourned at 6:24pm
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DATE: August 15, 2011
TO: Finance Committee
FROM: Karan Reid, Chief Financial Officer

SUBJECT: Payroll Amounts on Consent Calendar

RECOMMENDATION

The Finance division recommends that while detailed information on warrants should
continue to be included in the City of Emeryville’s Consent Calendar, payroll information
should be discontinued.

BACKGROUND

Currently, the City of Emeryville includes Payroll totals by division, along with warrant
information (detailed vendor payments via check and wire), on the Consent Calendar of
the City Council Agenda for approval.

DISCUSSION

The Payroll totals reported on the agenda fluctuate regularly due to overtime and
employee status changes (new hires, etc) and therefore, Finance believes this reporting
is not particularly informative or helpful.

The City Council approves salary schedules and the number of positions through
adoption of the biennial budget and approval of MOU'’s and contracts with the
City/MESA staff. The City Council also approves increases in the number of authorized
positions and filling of vacant positions. Additionally, the Public Safety Committee
reviews public safety overtime at their regular meetings. Given these approvals,
Finance believes that including the semi-monthly Payroll payments on every agenda is
redundant and unnecessary.

For a comparison of what other cities reflect on their consent calendars, we reviewed
six other cities within the Bay Area including San Leandro, Oakland, Berkeley, Hayward,
Union City, and Alameda. Of these six cities, five of them do not submit payroll or
warrant information for approval. Only one city, Alameda, reports warrants on their
consent calendar; however it does not report payroll.





Payroll Amounts on Warrants
August 15, 2011
Page 2 of 2






CITY OF EMERYVILLE S k

aF

MEMORANDUM

DATE: August 15, 2011

TO: Finance Committee

FROM: Karan Reid, Chief Financial Officer

SUBJECT: Business Cooperation Program

Recommendation

Recommend to the City Council expansion of the Business Cooperation Program to
reach out to the City’s top revenue generators and employers to increase sales and use
tax revenue to the City. Staff recommends entering into a contract with Municipal
Resource Advisors (MRA) to provide these services. In addition, since sale tax data is
confidential, the State Board of Equalization requires the legislative body provide for
authorization before such data is released. As a result, staff also recommends that the City
Council authorize the Chief Financial Officer and Municipal Revenue Advisors to request the
examination of State Board of Equalization records pertaining to sales or transaction or use taxes
to be collected for the City of Emeryville by the State Board of Equalization pursuant to Section
7056 of the California Revenue and Tax Code.

Discussion

In December 2009, the City entered into an Agreement with Municipal Revenue Advisors
(MRA) to work with Pixar and its expansion project in regards to increasing the revenue
received by the City which it would not otherwise have received. MRA efforts to date with
Pixar have resulted in additional revenue in the amount of $50,000.00. The additional revenue to
the City is from two sources:

eUse Tax Revenue from the Projects Contractors (one time activity) and
ePixar self-assessing Use Tax on their general business purchases (on going activity).

The one time construction revenue is good but the true value of the program is the ongoing
revenue from general business operations. The City received approximately $20,000.00 from the
one time construction activity and an additional $30,000.00 annually from Pixar’s efforts.

The net amount to the City is $40,000.00 after MRA contingent fee.

City staff believes there is an opportunity to implement a Business Cooperation Program with other
targeted businesses who have the potential to self-accrue significant amounts of sales/use tax from
their general business operations that will be received by the City. The service, when incorporated in
our Business Retention program, has a very limited impact on City staff. Once introduced to our
businesses, MRA performs all the technical analysis and information to our businesses. MRA
provides the City staff each business’s performance for public relations purposes such as recognition
purposes.





Business Cooperation Program
August 15, 2011
Page 2 of 2

MRA has developed such Business Cooperation Programs to maximize the allocation of sales and
use tax revenues to municipal agencies. This program is based on an Economic Development
Business Retention Program which introduces sales and use tax options to businesses. These options
can help the City provide services to the businesses, their employees and the citizens of Emeryville.
This program is not an overlap of the sales tax audit service we currently receive.

The Business Cooperation Program to be set up by MRA will consist of the following:
e MRA will work with targeted businesses that participate in the Business Cooperation
Program to capture the sales/use tax they generate.
e MRA will monitor the relevant taxes that are generated for proper allocation to the City.
e MRA will provide the City with data that identifies the additional sales tax revenues to
the City.

Compensation to MRA is as follows:

e MRA'’s contingent fee is to be calculated at the rate of 20% of the Realized Benefits
resulting from efforts worked on by MRA.. The contingent fee for Realized Benefits
resulting from ongoing purchases and/or sales to be paid to MRA is based on 8 going
forward quarters. For example, on a $1,000,000 purchase the total local share is $10,000.
MRA’s compensation is calculated as follows: $10,000 less the City’s pool share
(approximately 4%) = $9,600. MRA’s contingent fee is then applied: $9,600 x 20% =
$1,320.

e Realized benefits will be tabulated that identifies new revenue received by the City as a
result of MRA efforts in working with businesses, net of any taxes that may have been
previously received from the businesses and/or their vendors/contractors including the
county pool.

Financial Impact

The cost of contracting MRA to implement a Business Cooperation Program will be 20% of the
additional sales/use tax revenues generated from its efforts. The receipt of such new sales/use tax
revenues will depend on the timing of the purchases by the businesses and relevant State Board
of Equalization policies and procedures.
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MEMORANDUM
DATE: August 15, 2011
TO: Finance Committee
FROM: Karan Reid, Chief Financial Officer
SUBJECT:

CITY OF EMERYVILLE J k

Recommendation

aF

Investment Management Services for Bond Reserve Funds

Recommend the City Council authorize the City Manager to enter into an investment
advisory services contract with Cutwater Asset Management for the City’s Debt Service

Reserve funds of approximately $14.0 million.

Discussion

Debt service reserve funds are monies placed in reserve to be used to pay debt service if
pledged revenues are insufficient to satisfy debt service requirements. For Emeryville, the
reserve requirements are fully funded at bond issuance and are held by our trustee in
accordance with the bond documents. Below is a summary of the reserve funds as of June

30, 2011:

Issue

2004A 76 Area Reserve

2004A Shellmound Area Reserve
2004A Housing Reserve

2002A 76 Area Reserve

2001B Housing Reserve

2001A 76 Area Reserve

2001A Shellmound Area Reserve
1998C Housing Reserve

1998B 76 Area Reserve

1998B Shellmound Area Reserve
1998B Housing Reserve

1995 Housing Reserve

Total

Balance

6/30/2011

2,558,082
1,740,027
1,158,442
1,815,515
278,002
1,304,856
281,616
543,948
2,928,053
481,244
595,250
573,705

14,258,742

The City is conservative in its coverage ratios when issuing bonds, ensuring sufficient
revenues will be available to pay annual debt service payments. The debt service reserve
funds are a regulatory requirement and the funds are not expected to be drawn upon until
the bonds mature. The interest earned from these funds is used to offset the annual debt
service payments.

The current interest rate environment presents challenges in investing public funds in an
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efficient manner. Currently, the debt service funds are invested in qualified money market
accounts earning very little interest, approximately .005% before fees. Investing debt
service reserve funds provides an additional challenge as the investments are settled by
the trustee, BNY Mellon. When the investments are purchased outside of the BNY Mellon
network, coordination is required between the trustee, the issuer (City) and the
dealer/broker. Generally, the trustee encourages separate investments be made within
each trust account, limiting options for pooling and laddering the reserve funds.

Staff is recommending entering into an investment advisory services contract with Cutwater
Asset Management (Cutwater) to assist the City in managing its debt service reserve funds.
Cutwater provides investment management services to state and local government entities
and other institutional clients. Cutwater has almost $42 billion in fixed income assets under
management for governmental clients and specializes in investment strategies for bond
reserves, bond proceeds, operational funds, capital project funds, self-insurance funds and
Local Government Investment Pools (LGIPs). Cutwater’s investment management
strategies are designed to meet the objectives set forth by public sector clients: preserve
capital (Safety), provide sufficient liquidity (Liquidity) and achieve a market rate of return
(Yield).

Cutwater’s portfolio managers have decades of experience analyzing current markets and
projected future ones in order to effectively implement active investment strategy as
conditions in the fixed income market change. Cutwater’s expertise allows them to take
advantage of opportunities that arise in the ever changing interest rate environment. Staff
resources are limited and do not allow for constant monitoring of investment opportunities.

Cutwater’s fee for providing investment advisory services is 11 basis points per year,
approximately $15,000. The fee is based on the size of the portfolio and is not transaction
driven. The assets would be held by our third party trustee, BNY Mellon, and City staff
would be actively involved is setting up and reviewing the investment strategy.

At least four Bay Area agencies have contracted for services with Cutwater: City of San
Pablo, City of Tracy, City of Menlo Park and City of Benicia. The City of Tracy has
approximately $11 million of debt service reserve funds invested with Cutwater and they
also use BNY Mellon for their trustee. As a result, Tracy has paved the way for other
agencies to pool reserve funds across several trust accounts to capitalize on a larger
investment portfolio.

Financial Impact

Contracting with Cutwater Asset Management ideally will provide interest earnings net of fees in
excess of the current returns. Cutwater’s annual fee is 11 basis points based on the portfolio
size, not on a transaction basis. The fee is estimated to be about $15,000.
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