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Finance Committee Meeting Minutes
November 21, 2011, 5:30pm

Members Present: Staff Present:

Nora Davis, Chairperson Patrick O’'Keeffe, City Manager

Jennifer West, Council Member Delores Turner, Assistant City Manager

William C Reuter, Resident Karan Reid, Chief Financial Officer

Fran Quittel, Resident Michelle Strawson O'Hara, Accounting Supervisor
Benay Curtis-Bauer, Business Rep Melinda Chinn, Community Services Director
Stephen Cutty, SEIU 1021 Mary Anne Doan, CDC Manager

Members Absent:

Elizabeth Altieri, Business Rep

I. Call to Order: The meeting was called to order at 5:30pm.
Il. Public Comments: None
lll. Minutes from August 15, 2011 Meeting: Approved.

IV. Agenda ltems:

a. Audited Financial Statements for the Year Ending June 30, 2011 and Transfer
of Fund Balances — Richard Kikuchi from LSL, CPAs made a presentation
outlining the annual audit process for the City of Emeryville. He confirmed that an
unqualified opinion was given on the 6/30/11 CAFR. Karan discussed the
recommendations for the allocation of Fund Balances. The Committee
recommended approval to the City Council.

b. 1% Quarter Financial Update — Informational item only, no approval requested.

c. Set Alternate Date for next meeting (Presidents’ Holiday is February 20,
2012) — The Committee agreed to change the next meeting to Monday, February
27,2012 at 5:30pm.

V. Staff Comments: None

VI. Committee Member Comments:

a. The committee requested the following agenda items for the February 27, 2012
meeting:

i. Discussion on investment portfolio concentration of risk and custodial
credit risk.

ii. ECDC to provide a mid-year report regarding the status of progress on
June 30, 2011 audit findings.

b. The committee asked to include a letter from Council to GASB on the December
Council agenda. Karan will provide a draft based on a previous letter sent by
Council.

c. The committee requested that staff prepare an article in Enews about the recent
completion of the CAFR and to solicit interest from readers if they would like to
participate in a one hour discussion of CAFR.

VII. Adjournment: The meeting was adjourned at 6:53pm.






CITY OF EMERYVILLE

MEMORANDUM

DATE: February 27, 2012
TO: Finance Advisory Committee
FROM: Karen Hemphill, Assistant to the City Manager

SUBJECT: COMMUNITY GRANT FUNDING GUIDELINES
ACTION REQUESTED

Staff requests that the Finance Committee make a recommendation regarding community
grant funding for Fiscal Year 2012-13. For many years, the City of Emeryville has provided
annual community grants through the Community Promotion Grant Program (a list of last
year’s grantees and funding amounts is attached to this report). Last year, these grants
totaled $58,450, with $55,950 of these grants being funded with redevelopment monies and
$2,500 funded through the City’s General Fund. In addition, the City has annually provided
$30,000 in redevelopment funds to the Emeryville Celebration of the Arts Exhibition and
$5,000-$6,000 in redevelopment funds to the Emeryville Historical Society. In Fiscal Year
2011-12, the City also provided $3,000 in redevelopment funds to establish the Poet
Laureate Program. With the dissolution of the Emeryville Redevelopment Agency,
maintaining the current level of community grants would require approximately an additional
allocation of $91,000-$92,000 in General Fund monies or a total of approximately $93,500-
$94,500 from the City’s General Fund.

Therefore, staff requests that the Finance Advisory Committee consider the following
alternatives regarding community funding and make a recommendation to the City Council:

1. Eliminate all community grant funding, including for the Community Promotion
Grant Program as well as the Emeryville Celebration of the Arts, Emeryville
Historical Society, and Poet Laureate Program.

2. Allocate General Fund monies to fund current Community Promotion Grant
Program recipients as well as to the Emeryville Celebration of the Arts,
Emeryville Historical Society, and Poet Laureate Program at current or reduced
funding levels.

3. Set a fixed allocation for community organization funding and request proposals
from community organizations to be reviewed and granted upon a competitive
basis.

BACKGROUND

The Community Promotion Grant Program was established almost twenty years ago as a
means of “promoting the cultural and artistic aspects of the community and provide for a
high quality living and working environment in the City of Emeryville”. Under these
guidelines, the grant program mostly funded artists and art organizations to conduct free
public performances, art education; or activities that increased public access to local artists,
such as open studio tours and temporary art exhibitions. Over time, the Community





Finance Advisory Committee
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Community Grants

Page 2 of 2

Promotion Grants Program began providing funds for other types of activities, such as low-
income legal assistance, library programs, and nutrition programs In addition, the City
began funding the Emeryville Celebration of the Arts Exhibition and Emeryville Historical
Society through the Economic Development and Housing Department’s (EDH) operating
budget (reimbursed through the Redevelopment Agency) rather than through the originally
competitive Community Promotions Grant Program. Approximately 1 % years ago, the City
began funding the Poet Laureate Program through the EDH budget as well.

FISCAL IMPACT

Since the City no longer has redevelopment monies to fund the Community Promotion
Grant Program, the Emeryville Celebration of the Arts, the Emeryville Historical Society,
and/or the Poet Laureate, any future funding for these or any other community
organizations would have to be drawn from the City’s General Fund. Currently, the
Community Promotion Grant Program is funded at $58,450, the Emeryville Celebration of
the Arts Exhibition is funded at $30,000, the Emeryville Historical Society is funded at
$5,000-6,000 (up to $1,000 is for replicating historical photographs for City use), and
$3,000 for the Poet Laureate Program. The City Council will have to prioritize competing
needs to “backfill” funding for City projects and initiatives, such as community organization
funding and the City’s community engagement/public information program/publications that
have been historically funded through redevelopment funds.

Attachments: FY2011-12 Community Promotion Grant awardees





FY 11-12 EMERYVILLE COMMUNITY PROMOTIONS GRANT AWARDS

Allocation
Organization Total Amount General Fund Non- Economic
Departmental Development and
Community Housing Community
Promotion Account | Promotion Account
(8730) (8730)
45th Street Artist' Cooperative, Inc $7,200 $7,200
East Bay Community Law Center $3,750 $3,750
Emeryville Taiko $3,750 $3,750
Friends of Golden Gate Library* $2,500 $2,500 0
Kala Art Institute (EUSD program) $22,500 $22,500
Kala Art Institute (City program) $10,500 $10,500
Mercy Retirement & Care Center $3,750 $3,750
New Arts Foundation/Nancy $4,500 $4,500
Karp+Dancers
TOTAL REQUEST $58,450 $2,500 $55,950

*Note: The Friends of Golden Gate Library grant is funded through the City’s General Fund as the library is located

outside of the City limits.
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Date:

To:

From:

February 27, 2012

Finance Committee

Mary Anne Doan, ECDC Manager
Melinda Chinn, Director of Community Services

Subject: Report on the actions taken in response to the ECDC 2011 Audit

Report to Finance Committee Re: Actions Taken Due to Audit Findings

In November 2011 staff received the results of the audit report. The categories in which findings
occurred were as follows:

Child eligibility

Unexcused absences

Days of enrollment

Payroll costs

Fee income

Reporting compliance regarding days of enrollment support
Nutrition program eligibility

Nutrition program claims filed

Parent Fees Assessed

In a cover sheet submitted to the ECDC Advisory committee on December 7, 2011, the ECDC
administration addressed the proactive steps that would be taken to avoid these findings in the
future. The following is a summary of the steps we have taken to date for quality assurance in the
above areas.

1.

Child eligibility

The Coordinator and the Manager held a meeting in which we looked at every child’s file
who was subsidized to determine if the paper work was complete and correct and to
discuss any potential changes in family status that might affect eligibility status. Since
we have not had any openings for newly subsidized children, we have not yet put into
place jointly certifying the family, and checking paperwork at the time of enrollment with
both the Manager and the Coordinator, but this will be the case of all future families
enrolled.

Both the Manager and the Coordinator attended a meeting in December on eligibility in
which they were able to receive clarification from the ECDC State Consultant on
eligibility of families in which we had questions. In addition, the state consultant gave us
permission to call her at any time for any further clarifications. Since that time Angela





Williams, ECDC coordinator has called her twice for advice regarding families in our
program in which we flagged suspected eligibility issues. Appropriate actions have been
taken based on that advice including receiving additional paperwork from the family or
meeting with the family to ensure the eligibility is correct.

All subsidized files were entered into the NOHO System (our new registration software
system) at the end of December. In the future, this system will identify red flags, re-
certifications or any other information that would be needed in terms of eligibility.

Unexcused Absences and Days of Enrollment, Reporting compliance regarding days
of enrollment support

On January 17", we conducted an all staff in-service in which we discussed the need for
the sign-in sheets to be kept up to date and the responsibility of each presiding teacher to
seek out any parent that did not sign on a day of absence and with the appropriate excuse
or reason. A memo was also sent to parents explaining the importance of signing in and
what the consequences are for ECDC or their family and child if this does not happen.
Teachers are monitoring the sign-in sheets much more closely and parents are becoming
more conscientious about signing in and out and writing the appropriate excuses for
absences. In addition, teachers are checking the sign in sheet on a daily basis and
insisting on signatures. They are also tracking absences on a weekly basis and informing
parents when they are getting close to their 10 allotted days of excused absences.

Payroll Costs

Payroll is a function of the Finance Department, not the purview of ECDC, so we cannot
speak to this issue except to say that the employee was paid for all back pay associated
with this error in pay classification and step.

Fee Income and Parent Fees Assessed

The Coordinator and the Office Assistant Il are now cross-checking paperwork to ensure
that parent fees are assessed correctly. All current families files have been entered into
the NOHO and NOHO will automatically assess fees correctly. All future families will
also be entered into this system and it will automate the correct fees for billing purposes.

Nutrition program eligibility and Nutrition program claims filed

The Manager has gone back through and reviewed all files for nutrition eligibility.
Where there were no incomes entered, she has asked for parents to submit another sheet
or to let us know if they do not want to disclose their income (this is only those families
who would not qualify for free or reduced).

The Manager has reviewed the tables and also worked with the Coordinator and the
Administrative Assistant Il to develop an excel spread sheet that correctly identifies free,
reduced and full cost families.

With the addition of NOHO, the food program data will be entered into the program and
NOHO will determine eligibility through its automated system so that no further errors
will occur.

The Community Services Director has trained the new ECDC Manager in proper
reporting of the nutrition program claims. The October, November and December claim





forms were submitted with the correct information and have been accepted by CNIPS.
Reimbursement has been received for the October claim, and the others are pending.

Reporting compliance regarding days of enrollment

The Manager has worked with the Office Assistant to develop a new spreadsheet which
accurately depicts the full or part time status of each child enrolled. At this time there are
no half time children enrolled in the program and only a few three-quarter time children.
The 2™ quarterly report was just submitted to the state with this accurate enrollment
information and days of enrollment were calculated correctly. The state has accepted this
report.

With the addition of NOHO we are now maintaining monthly enrollment and attendance
registers to properly support the reported days of enrollment and attendance.

Attachment:
Emeryville Child Care Audit Report for FY10/11
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of Emeryville, California

We have audited the financial statements of the General Child Development Program of the City of
Emeryville, California, as of and for the year ended June 30, 2011, as listed in the table of contents.
These financial statements are the responsibility of the City of Emeryville's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatements. An audit includes examining on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statements present only the General Child Development Program of
the City of Emeryville and are not intended to present fairly the financial position of the City of Emeryville
and the results of its operations in conformity with accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the General Child Development Program of the City of Emeryville as of
June 30, 2011, and the results of its operations for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplementary information is presented for purposes of additional analysis and
is not a required part of the basic financial statements. The supplementary information has been
subjected to the auditing procedures applied in the audit of the basic financial statements. In addition, the
supplementary information on pages 11 to 35, inclusive, is presented in conformity with the Audit Guide
for Audits of Child Development and Nutrition Programs issued by the California Department of Education
and all other laws, regulations and sub-grant requirements. In our opinion, the accompanying
supplementary information is fairly presented in all material respects in relation to the basic financial
statements taken as a whole.

Lance, Soll & Lunghard, LLP 203 North Brea Boulevard « Suite 203 « Brea, CA 92821 « TEL: 714.672.0022 » Fax: 714.672.0331 www.Islcpas.com
41185 Golden Gate Circle « Suite 103 « Murrieta, CA 92562 « TEL: 951.304.2728 « Fax: 951.304.3940
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CERTIFIED PUBLIC ACCOUNTANTS
To the Honorable Mayor and Members of the City Council

City of Emeryville, California

In accordance with Government Auditing Standards, we have also issued a report dated
November 9, 2011, on our consideration of the General Child Development Program of the City of
Emeryville’s internal control structure and on its compliance with laws and regulations.

a&ié/%’%&%%

November 9, 2011
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH APPLICABLE
REQUIREMENTS AND ON INTERNAL CONTROL OVER COMPLIANCE

To the Honorable Mayor and Members of the City Council
City of Emeryville, California

Compliance

We have audited the compliance of General Child Development Program of the City of Emeryville, California,
with the types of compliance requirements described in the Audit Guide for Audits of Child Development and
Nutrition Programs issued by the California Department of Education, June 2010, for the year ended
June 30, 2011. Compliance with the requirements referred to above is the responsibility of the City'’s
management. Our responsibility is to express an opinion on compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and the Audit Guide for Audits of Child
Development and Nutrition Programs issued by the California Department of Education, June 2010. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a material effect
on the General Child Development Program of the City of Emeryville occurred. An audit includes examining,
on a test basis, evidence about City’'s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the City’s compliance
with those requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to above that are
applicable to the General Child Development Program of the City of Emeryville for the year ended
June 30, 2011. However, we noted certain instances of noncompliance which are described in the
accompanying summary of findings and questioned costs as items 2011-1, 2011-2, 2011-3, 2011-4, 2011-5,
2011-6, 2011-7 and 2011-8.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over
compliance with the requirements listed above. In planning and performing our audit, we considered the City’s
internal control over compliance with the requirements that could have a direct and material effect on the
General Child Development Program of the City of Emeryville in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.

Lance, Soll & Lunghard, LLP 203 North Brea Boulevard « Suite 203 « Brea, CA 92821 « TEL: 714.672.0022 » Fax: 714.672.0331 www.Islcpas.com
41185 Golden Gate Circle « Suite 103 « Murrieta, CA 92562 « TEL: 951.304.2728 « Fax: 951.304.3940
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CERTIFIED PUBLIC ACCOUNTANTS
To the Honorable Mayor and Members of the City Council
City of Emeryville, California

A deficiency in internal control over compliance exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement will not be prevented, or detected and
corrected on timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in the internal control over compliance that we consider material weaknesses as defined above.
However, we identified certain deficiencies in internal control over compliance that we consider to be
significant deficiencies as described in the accompanying summary of findings and questioned costs as items
2011-1, 2011-4, 2011-6, 2011-7 and 2011-8. A significant deficiency in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

The City’s responses to the findings identified in our audit are described in the accompanying summary of
findings and questioned costs. We did not audit the City’s responses and, accordingly, we express no opinion
on the responses.

This report is intended solely for the information and use of management, City Council, and state awarding
agencies and is not intended to be and should not be used by anyone other than these specified parties.

o, St 3y 5P

Brea, California
November 19, 2011





CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM

STATEMENT OF NET ASSETS AND GOVERNMENTAL FUND BALANCE SHEET

JUNE 30, 2011

Assets:

Cash and investments
Accounts receivable
Interest receivable

Total Assets
Liabilities:
Accounts payable
Deposits payable

Other liabilities
Due to other governments

Total Liabilities
Fund Balances/Net Assets:
Fund balances:

Restricted:
Child development

Total Fund Balances
Total Liabilities and Fund Balances

Net Assets:
Restricted for child development

Total Net Assets

See Notes to Financial Statements

Child Statement of
Development Adjustments Net Assets
$ 393,374 $ - $ 393,374

8,918 - 8,918
22 - 22
$ 402,314 - 402,314
$ 62,029 - 62,029
7,205 - 7,205
749 - 749
6,999 - 6,999
76,982 - 76,982
325,332 (325,332) -
325,332 (325,332) -

$ 402,314
325,332 325,332
$ - $ 325,332






CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2011

Revenues:
Grants:
State Department of Education
Child Care Food Program
Parent fees:
Subsidy child
Full cost child
Late penalties
Miscellaneous

Total Revenues
Expenditures:
Certificated personnel salaries
Classified personnel salaries
Employee benefits

Books and supplies
Services other than operating expenses

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balances/Net Assets:
Beginning of year

End of year

See Notes to Financial Statements

Child Statement of
Development Adjustments Activities

$ 186,667 $ - $ 186,667
25,900 - 25,900
26,878 - 26,878
858,143 - 858,143

100 - 100

4,533 - 4,533
1,102,221 - 1,102,221
424,256 - 424,256
324,330 - 324,330
340,180 - 340,180
7,795 - 7,795
268,283 - 268,283
1,364,844 - 1,364,844
(262,623) - (262,623)
587,955 - 587,955

$ 325,332 $ - $ 325,332






CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

Note 1:

Organization and Summary of Significant Accounting Policies

a.

The Financial Reporting Entity

The Child Development Center (the Program) is a program operated by the City of
Emeryville, California (the City) to provide educational programs and care for children
participating in the program. Families of participating children pay a fee for these services
which are subsidized by the City and by grants from the California State Department of
Education, Office of Child Development.

The City is a municipal corporation and is exempt from federal and state income taxes.
Accordingly, a provision for such taxes has not been made in the accompanying financial
statements.

The Financial Accounting Standards Board, which determines accounting principles for
non-profit organizations, and the Government Accounting Standards Board, which
determines accounting principles for governmental organizations, have agreed that
organizations should be considered “governmental organizations” if its fund balance reverts
to a government upon dissolution. Program operations are partially financed by transfers
from the City and upon dissolution, any remaining fund balance would revert to the City,
which is a government.

The Program follows generally accepted accounting principles issued by the Governmental
Accounting Standards Board which includes accounting principles issued by the Financial
Accounting Standards Board on or before November 30, 1989.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the non-fiduciary activities of the primary
government. The primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.





CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1:

Note 2:

Organization and Summary of Significant Accounting Policies (Continued)

d. Assets, Liabilities and Net Assets or Equity

1.

Cash and Investments

The City's cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of three months or less from
the date of acquisition.

Investments are reported at fair value. The State Treasurer's Investment Pool operates
in accordance with appropriate State laws and regulations. The reported value of the
pool is the same as the fair value of the pool shares.

Receivables and Payables
All trade receivables are shown net of an allowance for uncollectibles.
Accumulated Unpaid Vacation and Sick Leave

In the event of termination, an employee is paid for accumulated vacation days up to the
equivalent of 50 days of vacation or twice the annual rate of accrual. Employees are
entitled to compensation for 60% of accumulated sick leave up to 120 days upon
termination. Accumulated unpaid employee vacation and sick leave benefits related to
the Child Development Program are recognized as a liability of the City of Emeryville and
are not reflected in the accompanying financial statements.

Reserve Account

The Program is eligible to retain a portion of unearned grant funds received from the
State. The reserve account is subject to terms, conditions and limitations of the grant
agreement and is retained by the Program. Reserve account balances, if any, are
reported as a reservation of fund balance at year end. During the year ended
June 30, 2011, the Program had no reserve account activity nor were reserve account
funds held by the Program as of year end.

Rent Expenses

The Program is located in a City owned building and was not charged rent.

Cash and Investments

Cash and investments reported in the accompanying financial statements consisted of the

following:

Cash and investments $ 393,374

The Program’s funds are pooled with the City of Emeryville’s cash and investments in order to
generate optimum interest income. The information required by GASB Statement No. 40,
Deposit and Investment Risk Disclosures, related to authorized investments, credit risk, etc. is
available in the annual report of the City.





CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 3:

Contingency

The Program participates in federal and state grant programs which have been audited by the
Program’s independent auditors, in accordance with the provisions of the Federal Single Audit Act
of 1996, and applicable state requirements. No cost disallowances were proposed as a result of
these audits, however, these programs are still subject to further examination by the grantors and
the amount, if any, of expenditures which may be disallowed by the granting agencies cannot be
determined at this time. The Program expects such amounts, if any, to be immaterial.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

GENERAL INFORMATION
FOR THE YEAR ENDED JUNE 30, 2011

Name of agency: City of Emeryville
Type of agency: Municipality
Address: City of Emeryville

1333 Park Avenue
Emeryville, CA 94608-3517

Program Director: Melinda Chinn, Community Services Director

Finance Director: Karan Reid, Chief Financial Officer

Period covered by the audit: July 1, 2010 through June 30, 2011

Number of days of operation: 240

Scheduled hours of operation: Child care centers:
Opening time 7:30 a.m.
Closing time 5:30 p.m.
Number of hours open 10
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CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM
COMBINING STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2011

Revenues and Support:
Grants:
State Department of Education
Child Care Food Program
Parent fees:
Subsidy child
Full cost child
Late penalties
Miscellaneous

Total Revenues and Support

Expenditures:

Certificated personnel salaries
Classified personnel salaries

Employee benefits

Books and supplies

Services other than operating expenses

Total Expenditures

Changes in net assets

13

CSPP-0009

$ 186,667
25,900

26,878
858,143
100
4,533

1,102,221

424,256
324,330
340,180

7,795
268,283

1,364,844

$ (262,623)





CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM

SCHEDULE OF EXPENDITURES BY STATE CATEGORIES

FOR THE YEAR ENDED JUNE 30, 2011

Expenditures

1000 Certified salaries

2000 Classified salaries

3000 Employee benefits

4000 Books and supplies

5000 Services and other operating expenses

Total Expenditures Claimed for Reimbursement
Total Supplemental Expenditures

Total Expenditures

14

CSPP-0009

$ 424,256

$

324,330
340,180
7,795

268,283

1,364,844

1,364,844





CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM
RECONCILIATION OF CDE AND GAAP EXPENSE REPORTING
FOR THE YEAR ENDED JUNE 30, 2011

Schedule of Expenditure by State Categories (CDE)
Adjustment to Reconcile Differences in Reporting:
Subtotal

Combining Statement of Activities (GAAP)

15

$

$

CSPP-0009

1,364,844

1,364,844





CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM

SCHEDULE OF REIMBURSABLE ADMINISTRATIVE COSTS
FOR THE YEAR ENDED JUNE 30, 2011

Reimbursable Administrative Costs

Administrative Costs

Total

16

CSPP-0009
$ 45,761
$ 45,761





AUDITED ATTENDANCE AND FISCAL REPORT

for California State Preschool Programs

Agency Name: CITY OF EMERYVILLE Vendor No. 2178
Fiscal Year Ended: June 30, 2011 Contract No. CSPP-0009
Independent Auditor's Name: Lance, Soll & Lunghard, LLP
COLUMN A COLUMN B COLUMNC COLUMND COLUMN E
SECTION | - CERTIFIED CHILDREN CUMULATIVE ADJUSTED DAYS
DAYS OF ENROLLMENT ISCALYEAR PER | o g iens | YEARPER AUDIT | FacTOR | OF ENROLLMENT
Three and Four Year Olds
Full-time-plus - - 1.1800 -
Full-time 6,429 (1,409) 5,020 1.0000 5,020.000
Three-quarters-time 395 884 1,279 0.7500 959.250
One-half-time 161 (4) 157 0.6172 96.900
Exceptional Needs
Full-time-plus - - 1.4160 -
Full-time - - 1.2000 -
Three-quarters-time - - 0.9000 -
One-half-time - - 0.6172 -
Limited and Non-English Proficient
Full-time-plus - - 1.2980 -
Full-time 126 77 203 1.1000 223.300
Three-quarters-time 12 26 38 0.8250 31.350
One-half-time - - 0.6172 -
At Risk of Abuse or Neglect
Full-time-plus - - 1.2980 -
Full-time - - 1.1000 -
Three-quarters-time - - 0.8250 -
One-half-time - - 0.6172 -
Severely Disabled
Full-time-plus - - 1.7700 -
Full-time - - 1.5000 -
Three-quarters-time - - 1.1250 -
One-half-time - - 0.6172 -
TOTAL DAYS OF ENROLLMENT 7,123 (426) 6,697 6,330.800
DAYS OF OPERATION 240 - 240
DAYS OF ATTENDANCE 7,055 (425) 6,630

NO NONCERTIFIED CHILDREN - Check this box, omit page 2, and continue to Section III if no noncertified children were enrolled in the program.

Comments - If necessary, attach additional sheets to explain adjustments:

1) Enroliment length of time during the day was not recorded properly.
2) Limited and non-english proficient student was not consistently reported.
3) Three children that were not eligible to be certified were claimed as such for full-time days for the third and fourth quarters.

AUD 8501, Page 1 of 3 (FY 2010-11)
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AUDITED ATTENDANCE AND FISCAL REPORT
for California State Preschool Programs

Agency Name:

CITY OF EMERYVILLE

Fiscal Year Ended: June 30, 2011

Vendor No. 2178

Contract No. CSPP-0009

SECTION Il - NONCERTIFIED CHILDREN COLUMN A COLUMN B COLUMN C COLUMN D COLUMN E
Report all children who were not certified, but who
were served at the same sites as certified children. FISCCL-L\TL:(L;;I;VFI’EER AUDIT CUMULATIVE FISCALl ADJUSTMENT SE\:ELIJ\IS;CI)ELDLE/IEL?
FORM CDFS 8501 ADJUSTMENTS YEAR PER AUDIT FACTOR PER AUDIT
DAYS OF ENROLLMENT
Three and Four Year Olds
Full-time-plus - - 1.1800 -
Full-time 5,931 (1,445) 4,486 1.0000 4,486.000
Three-quarters-time 490 (317) 173 0.7500 129.750
One-half-time 273 (273) - 0.6172 -
Exceptional Needs
Full-time-plus - - 1.4160 -
Full-time - - 1.2000 -
Three-quarters-time - - 0.9000 -
One-half-time - - 0.6172 -
Limited and Non-English Proficient
Full-time-plus - - 1.2980 -
Full-time - - 1.1000 -
Three-quarters-time - - 0.8250 -
One-half-time - - 0.6172 -
At Risk of Abuse or Neglect
Full-time-plus - - 1.2980 -
Full-time - - 1.1000 -
Three-quarters-time - - 0.8250 -
One-half-time - - 0.6172 -
Severely Disabled
Full-time-plus - - 1.7700 -
Full-time - - 1.5000 -
Three-quarters-time - - 1.1250 -
One-half-time - - 0.6172 -
TOTAL DAYS OF ENROLLMENT 6,694 (2,035) 4,659 4,615.750

Comments - If necessary, attach additional sheets to explain adjustments:

1) The second quarter certified children reported included those already reported in the first quarter.

AUD 8501, Page 2 of 3 (FY 2010-11)
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Agency Name: CITY OF EMERYVILLE

AUDITED ATTENDANCE AND FISCAL REPORT
for California State Preschool Programs

Vendor No. 2178

Fiscal Year End:  June 30, 2011 Contract No. CSPP-0009
COLUMN A | COLUMN B COLUMN C
CUMULATIVE AUDIT
FISCAL YEAR | ADJUSTMENT | CUMULATIVE FISCAL
PER FORM INCREASE OR YEAR PER AUDIT
SECTION Ill - REVENUE CDFS 8501 (DECREASE)
RESTRICTED INCOME
Child Nutrition Programs $20,533 $5,367 $25,900
County Maintenance of Effort (EC § 8279) 0
Other (Specify): 0
Subtotal $20,533 $5,367 $25,900
Special Funds Transfer Contract # 0
Contract # 0
Transfer from Reserve Contract # 0
Contract # 0
Family Fees for Certified Children  Contract # 26,818 60 26,878
Contract # 0
Interest Earned on Apportionments Contract # 0
Contract # 0
UNRESTRICTED INCOME
Family Fees for Noncertified Children 816,203 41,940 858,143
Head Start Program (EC § 8235(b)) 0
Other (Specify): Late Fees and Miscellaneous 515 515
TOTAL REVENUE $863,554 $47,882 $911,436
SECTION IV - REIMBURSABLE EXPENSES
1000 Certificated Salaries $478,438 ($54,182) $424,256
2000 Classified Salaries 318,366 5,964 324,330
3000 Employee Benefits 340,582 (402) 340,180
4000 Books and Supplies 1,103 6,692 7,795
5000 Services and Other Operating Expenses 247,224 21,059 268,283
6100/6200 Other Approved Capital Outlay 0
6400 New Equipment (program-related ) 0
6500 Replacement Equipment (program-related) 0
Depreciation or Use Allowance 0
Start-Up Expenses (service level exemption) 0
Budget Impasse Credit 0
Indirect Costs. Rate: 0.00% (Rate is Self-Calculating) 0
FOR CDE-A&I USE ONLY:
TOTAL EXPENSES CLAIMED FOR REIMBURSEMENT| $1,385,713 ($20,869) $1,364,844
TOTAL ADM'N'STRAT'VE COSTS (included in section IV above) $45,761 $0 $45,761

Requirements of the California Department of Education, Child Development Division:
Eligibility, enroliment, and attendance records are being

Independent Auditor's Assurances on Agency's compliance with Contract Funding Terms and Conditions and Program

maintained as required (check YES or NO):

COMMENTS - If necessary, attach additional sheets to explain adjustments:

] ves
|:| NO - Explain any discrepancies.

Reimbursable expenses claimed above are eligible for
reimbursement, reasonable, necessary, and adequately
supported (check YES or NO):

YES
|:| NO - Explain any discrepancies.

1) Adjustments listed above are due to FY 10/11 revenues and expenses
not being recorded prior to the filing date of the 4th Qtr CDFS 8501.

2) Two children were certified for the program due to incorrect monthly
family income calculations. They were in fact not eligible.

3) There are no monthly or quarterly enroliment/attendance registers being
maintained to support the quarterly reports.

NO SUPPLEMENTAL REVENUES OR EXPENSES - Check this box and omit page 4 if there are no supplemental revenues or expenses to report.

AUD 8501, Page 3 of 3 (FY 2010-11)

California Department of Education
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CITY OF EMERYVILLE

GENERAL CHILD DEVELOPMENT PROGRAM

SCHEDULE OF CCFP REPORTED, ADJUSTED AND ALLOWED ENROLLMENT

YEAR ENDED JUNE 30, 2011

Month

July

August

September

October

November

December

January

February

March

April

May

June

* The number of children enrolled for meals is not known for June 2011.

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed

Reported
Allowed
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Total Free Reduced Based
79 13 7 59
79 13 7 59
79 13 7 59
79 13 7 59
79 13 7 59
79 13 7 59
94 20 10 64
94 20 10 64
92 7 20 65
92 7 20 65
88 16 6 66
88 16 6 66
100 18 12 70
100 18 12 70
100 18 12 70
100 18 12 70
104 19 12 73
104 19 12 73
104 19 12 73
104 19 12 73
104 19 12 73
104 19 12 73

0 * UNKNOWN * UNKNOWN * UNKNOWN
0 * UNKNOWN * UNKNOWN * UNKNOWN





CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

SUMMARY OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2011

Finding #2011-1:

Condition:

During our testing of child eligibility, we identified two children that were claimed as eligible, but did
not qualify for the subsidized program based on the maximum income allowed for their family sizes.
During test of program fee income, we identified a third child that was claimed as eligible, but did not
qualify for the same reason as the two above.

Cause:
The Program staff neglected to properly compute the gross monthly income for the child’s
parent/caretaker in January 2011.

Effect:

Since all three of these children were enrolled full-time in the program, this indicates that the State
incorrectly reimbursed the City $34.38 (standard reimbursement rate for FY10/11) per day of
enroliment for each child beginning in January 2011. The total days of enrollment and attendance for
these children during the 3™ and 4™ quarters are 348.

Recommendation:
Program staff should implement internal control procedures to ensure that the income verification
forms are properly calculated.

Response:
There has been turnover in the Program Manager position this past fiscal year and the new Program

Manager that started November 1, 2011 will be able to better monitor grant compliance.
Finding #2011-2:

Condition:
During our testing of unexcused absences, we found two students with more than the limit of ten days
of vacation/unexcused absences.

Cause:
The Program staff only mark absences on monthly sheets, and do not periodically total year-to-date
vacation/unexcused absences.

Effect:
Indeterminable.

Recommendation:

We recommend that the Program continue to notify parents when their child is close to reaching the
limit of number of days of vacation/unexcused absences and begin monitoring this on a year-to-date
basis rather than monthly.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

SUMMARY OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

Finding #2011-2 (Continued):

Response:
Parents of subsidized students are notified when their child is close to the limit of 10 vacation days

per fiscal year and that this may jeopardize the child’s participation in the subsidized program. Staff
tracks best interest and excused attendance on a monthly and annual basis. There is a new
computer program that has been installed as of November 2011 that will help automate this process.

Finding #2011-3:

Condition:
During our testing of payroll costs, we found one employee’s approved pay classification and step is
one step higher than what has been paid.

Cause:
City personnel did not properly update the master file information in the payroll system.

Effect:

The employee has been underpaid. Although the payroll expenses reported for the program have
been accurate based on testwork, they would have been higher if this employee’s pay step was
properly updated in the payroll system.

Recommendation:
We recommend that the employee’s pay step be updated in the payroll system. The employee
should receive back pay for underpaid wages.

Response:
Finance-Payroll personnel will rectify this issue including back pay and updating the employee’s pay

step in the payroll system.
Finding #2011-4:

Condition:
During our testing of program fee income, we identified five subsidized children and two unsubsidized
children who were either assessed and /or billed the wrong amount of fees.

Cause:

Program personnel did not properly determine fees for these children and their families as the result
of 1) incorrectly determining residency, 2) changing hours of service (part-time to full-time) without
properly documenting, 3) using the wrong row/column of the CDC family fee schedule, or 4) human
error.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

SUMMARY OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

Finding #2011-4 (Continued):

Effect:

The effect on May 2011 is a net under-collection of $446 in parent fees, $281 for subsidized and
$165 for nonsubsidized. Based on this error, the potential under-collection is estimated to be
$3,372 for subsidized children and $1,980 for nonsubsidized children.

Recommendation:
Program staff should implement internal control procedures to ensure that the parent fees are
properly determined.

Response:
There has been turnover in the Program Manager position this past fiscal year and the new Program

Manager that started November 1, 2011, will be able to better monitor grant compliance. There is also
a new computer program that has been installed as of November 2011 that will help monitor and
automate fees.

Finding #2011-5:

Condition:

During our test of reporting compliance regarding days of enrollment support, we identified
eight children that were missing the parent/authorized adult/teacher signature and correlating time the
student was picked up.

Cause:

Teachers did not follow proper procedures for having either the parent or authorized adult sign when
picking up their child, nor did they complete the information if the child was not picked up by parent or
authorized adult.

Effect:
None.

Recommendation:
Program staff needs to remind teachers about the importance of maintaining the Sign-In/Out sheets.

Response:
The Community Services Director indicated that this is an item mentioned at staff meetings.

Finding #2011-6:
Condition:
During our test of nutrition program eligibility, we determined that three children did not qualify for the

meal type they were claimed to receive. There were two children that did not qualify for free meals
and one that did not qualify for reduced meals.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

SUMMARY OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

Finding #2011-6 (Continued):

Cause:
Nutrition program eligibility was not being properly determined and documented in a timely manner
for the program’s fiscal year beginning October 2010.

Effect:

The two children that did not qualify for free meals had income and family size to qualify for reduced
meals, therefore the net difference is $1.07 per day per child (using the assumption that the child was
served breakfast, lunch, and one supplement). The total days of enroliment for these two students for
October 2010 through June 2011 are 359 days. Based on this information, there was an
overpayment of $384.

The child that did not qualify for reduced meals should have been claimed for base meals, which is a
net difference of $3.29 per day (using the assumption that the child was served breakfast, lunch, and
one supplement). The total days of enrollment for this child for October 2010 through June 2011 are
182 days. Based on this information, there was an overpayment of $599.

Recommendation:
The Program should implement procedures to make sure that meal rosters are properly and timely
prepared for submission to the State.

Response:
There has been turnover in the Program Manager position this past fiscal year and the new Program

Manager that started November 1, 2011, will be able to better monitor compliance. The Community
Services Director also indicated that during fiscal year 11/12, the Cook, Manager, and Coordinator at
the Program will be attending compliance training for the nutrition program.

Finding #2011-7:

Condition:

During our test of reporting compliance regarding days of enroliment, it was determined that the days
of enrollment was overstated for non-certified children by 2,035 days and certified children by 78
days.

Cause:

The majority of the non-certified children difference (1,750) was due to an error in reporting the
second quarter’s days of enrollment, in which the year to date days of enroliment were input instead
of the current period. The remaining differences are the result of poor documentation of what
students should be classified as full-time, three-quarters time, and one-half time in addition to not
maintaining monthly or quarterly enrollment and attendance registers to properly support the reported
days of enrollment and attendance.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

SUMMARY OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

Finding #2011-7 (Continued):

Effect:

Program reimbursements for certified children are determined by the days of enrollment and are
adjusted by a factor less than 1.0 for less than a full-day enrollment. The non-certified days of
enrollment factor into the percentage that the Program has certified as a result of commingled days of
enrolliment. The Program received unearned reimbursements for these days.

Recommendation:
Program staff should implement internal control procedures to keep supporting documentation for
days of enroliment and attendance reported quarterly.

Response:
The Community Services Director indicated that she did instruct staff to maintain spreadsheets for

such days of enrollment and attendance data, but that staff did not follow instructions. There has
been turnover in the Program Manager position this past fiscal year and the new Program Manager
that started November 1, 2011, will be able to better monitor compliance. There is also a new
computer program that has been installed as of November 2011 that will help monitor and track this
type of data. The Community Service Director indicated that this software should be fully in use for
the second half of the fiscal year 11/12.

Finding #2011-8:

Condition:

During our review of the nutrition program claims filed, we determined that the number of each meal
type changed multiple times from October 2010 to June 2011. This should have only been done in
October 2010 when the nutrition program’s fiscal year began, as the City is using the fixed
percentage claiming method.

Cause:

Nutrition program rosters have not been regularly taken and documented in a timely manner during
this fiscal year. A new roster was not prepared each time the number of children being claimed for
each meal type changed.

Effect:
Indeterminable.

Recommendation:
The Program should implement procedures to make sure that meal rosters are properly and timely
prepared for submission to the State.

Response:
There has been turnover in the Program Manager position this past fiscal year and the new Program

Manager that started November 1, 2011, will be able to better monitor compliance. The Community
Services Director also indicated that during fiscal year 11/12, the Cook, Manager, and Coordinator at
the Program will be attending compliance training for the nutrition program.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Finding #2010-1:

Condition:
During our testing of the parent fees assessed, we found six subsidized and two full-cost students
were assessed and/or billed for the incorrect amount.

Cause:
The Program assessed the fee using the incorrect column of the State’s fee schedule and calculated
monthly fees with the incorrect number of days of operations.

Effect:
For October 2009, the incorrect assessments resulted in an under-collection of parent fees for the
six subsidized students and two full-cost students of $470 and $111, respectively, totaling $581.

Recommendation:
The Program should implement internal control procedures to ensure that the proper rates are being
assessed for both subsidized and full-cost students.

Response:
Administrative personnel are now using the most recent matrix of parent fees from the California

Department of Education for subsidized students. These fees have been incorporated into the
computerized registration system for each subsidized student. The system will generate an invoice
each month notifying parents of subsidized students of the monthly amount due. Staff will monitor the
account for each student on a monthly basis to make sure that the correct fees have been assessed
and collected.

For the current fiscal year (10-11) administrative staff updated the accounts for each market rate
student to ensure the proper monthly assessment is applied to each student. Staff will monitor the
account for each student on a monthly basis to ensure correct fees are assessed and collected.

Status of Corrective Action:

Staff maintains a monthly classroom roster which notes the type of student they are and the billing
staff has a parent fees checklist that is prepared monthly based on the students cost type (subsidized
and non-subsidized). However this is still an ongoing problem as noted in item 2011-4 in the
summary of findings and questioned costs.

Finding #2010-2:
Condition:
During our testing of the parent fees assessed, we found that one full-cost student was not charged

for services provided for the month of October 2009.

Cause:
The Program staff neglected to invoice the student’s family.

Effect:
This resulted in under-collection of parent fees totaling $57.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2010

Finding #2010-2 (Continued):

Recommendation:
The Program should implement internal control procedures to ensure that the proper rates are being
assessed for both subsidized and full-cost students.

Response:
For the current fiscal year (10-11) administrative staff updated the accounts for each market rate

student to ensure the proper monthly assessment is applied to each student. Staff will monitor the
account for each student on a monthly basis to ensure correct fees are assessed and collected.

Status of Corrective Action:

Staff maintains a monthly classroom roster which notes the type of student they are and the billing
staff has a parent fees checklist that is prepared monthly based on the students cost type (subsidized
and non-subsidized).

Finding #2010-3:

Condition:
During our testing of the parent fees assessed, the City was unable to locate one student’s personnel
file that was selected for testing.

Cause:
The Program did not properly store student’s files.

Effect:
Indeterminable.

Recommendation:

We recommend that the Program implement procedures to ensure that all files are maintained. We
also recommend that the Program perform an inventory of all student files to ensure that all files have
been accounted for.

Response
An inventory of all current files will be conducted on a monthly basis beginning with November 2010.

Status of Corrective Action:
Per discussion with the Community Services Director, this has been done during the year. For the
current fiscal year, there were no missing files noted.

33





CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2010

Finding #2010-4:

Condition:
During our testing of unexcused absences, we found one student had twelve vacation/unexcused
absences, which is above the limit of ten days.

Cause:
The Program only marks absences on monthly sheets, and does not periodically total year-to-date
vacation/unexcused absences.

Effect:
Indeterminable.

Recommendation:

We recommend that the Program enforce the absence policy more strictly to ensure the limit is not
exceeded as well as keep an annual summary of vacation/unexcused absences to ensure that the
limit is not exceeded.

Response:
Parents of subsidized students will be reminded of the limit of 10 vacation days per fiscal year.

Anyone exceeding that amount will have those days marked as unexcused on the monthly sign in
sheets and attendance summary reports.

An additional column will be added to the monthly summary attendance reports which will add and
carry forward the number of vacation days taken for each child.

Status of Corrective Action:

There is a separate annual tracking chart listing all subsidized children that is updated monthly for
excused absences and best interest days. When a child is close to the limit of 10 days, staff from the
Center will send a notice to the parent indicating that more than 10 absences may jeopardize the
child’s participation in the subsidized program.

Finding #2010-5:

Condition:
While testing the income reported on AUD 8501, we identified donations which were not reported on
quarterly forms filed with the State.

Cause:
Omitting the donations on the quarterly filings with the State was an oversight.

Effect:

No effect. The auditor’s recalculated reimbursement based on adjusted balances. The omission of
these revenues did not cause any over or under reimbursements received by the City.
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CITY OF EMERYVILLE
GENERAL CHILD DEVELOPMENT PROGRAM

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2010

Finding #2010-5 (Continued):

Recommendation:

We recommend that the Program include all revenue sources pertaining to the Program on the
quarterly forms and ensure that the amounts are consistent with the amounts recorded on the general
ledger.

Response:
We will include all revenue sources pertaining to the Program on the quarterly forms and ensure

amounts agree to the general ledger.

Status of Corrective Action:
No unrecorded revenue sources were discovered on the quarterly forms when compared to the
general ledger for the current fiscal year.

Finding #2010-6:

Condition:
No physical inventory was performed on equipments purchased with state funding.

Cause:

The previous program director retired at the beginning of the fiscal year, and the interim director was
not aware of this requirement.

Effect:

Indeterminable.

Recommendation:
The Program should perform a physical count at least once each fiscal year.

Response:
The inventory that was completed in October 2010 will be saved and updated prior to the end of each

fiscal year.

Status of Corrective Action:
Facility faculty performed inventory in October 2010. Another physical inventory was performed
during June 2011.
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CITY OF EMERYVILLE

QUARTERLY FINANCIAL REPORT
Second Quarter 2011-12
As at December 31, 2011

OVERVIEW

This report summarizes the second quarter of fiscal year 2011-12 and reflects 50% of
the City of Emeryville’s 2011-2012 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 2010-11) is shown for comparative purposes.

Adopted YTD

Budget Actual Variance Percent
Revenues 29,053,696 13,308,703 (15,744,993) 45.8%
Expenditures*® 29,185,146 13,372,255 15,812,891 45.8%
Fund Balance, 07-01-11 8,742,089 8,742,089 -
Estimated Balance Yr to Date 8,610,639 8,678,536 67,897

*Mid-year reserve transfers are not included

GENERAL FUND OVERVIEW

Revenue and Expenditure Summary

Through the end of the second quarter of the fiscal year, both revenues and
expenditures are at 45.8% of projections.

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 5,623,716 3,128,206 56%| 3,020,940 107,266 4%
Transient Occupancy Tax 3,366,000 1,805,010 54%| 1,415,314 389,696 28%
Business License Tax 3,325,512 273,741 8% 227,033 46,708 21%
Utility Users Tax 2,964,773 1,392,806 47%| 1,229,099 163,707 13%
Cardroom Tax 2,300,000 1,202,226 52%| 1,213,691 (11,466) -1%
Licenses and Permits 1,397,603 1,075,937 7% 936,551 139,386 15%
Property Tax 1,645,795 1,188,921 72% 700,034 488,887 70%
Franchises 1,224,022 687,590 56% 474,919 212,671 45%
Fines 885,000 346,581 39% 347,977 (1,396) 0%
V.L.F. InLieu 644,886 308,512 48% 331,128 (22,616) -7%
Total 23,377,307 11,409,529 49%| 9,896,686 1,512,843 15%






Quarterly Financial Report
Second Quarter 2011-12
Page 2 of 4

The following highlights key revenue results:

Sales Tax: Sales tax receipts were tracking 6% above budget projections for the first
half of FY2011-12. These receipts include reductions of $192,000 for the first quarter
2011revenue sharing payment for the City of Oakland. When compared to prior year,
the 4% 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 28% higher than they
were for 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. As this
revenue is typically collected in the month following the period the income is earned
(amount received through December represents 5 months of revenue), TOT revenues
were running above expectations at 54% of budget.

Business License Tax: Business license renewals are on a calendar year basis and
are delinquent if not paid by March 1. As a result, minimal revenues are received in the
first half of the fiscal year, leading to an 8% actual to budget reading as of December
31%, Total Business License collections were up $46,708 compared with the previous
year likely a result of the business license tax rate increase from .08% to .10%. Staff
continues to employ an active discovery program to collect revenues due to the City.

Utility Users’ Tax (UUT): UUT is reflected at 47% of budget due to the timing of the
monthly PG&E receipt (December 2011 receipt will be included in the Quarter 3
reporting). When compared to the prior year, the 13% increase is a result of a one-time
receipt of $120,600 from PG&E due to estimated under-collections of UUT in prior
periods.

Licenses and Permits: Licenses and Permits revenue are derived primarily from the
planning/building department including reimbursement/cost recovery income. First
quarter results are $139,386 greater than prior year, primarily due to an increase in plan
checking fees.

Franchise Fees: Franchise fees are reflected at 56% of budget and are 45% greater
than prior year. The improvement over prior year is primarily a result of the $154,500
Waste Management Environmental fee received in December 2011 which was not
recorded until the third quarter in the prior year.
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Expenditures

Operating costs are generally 4% below expectations at the end of the second quarter

of the fiscal year as summarized below:

By Department:

Current Year % of Prior Year
Expenditures Annual Budget Actual Budget Actual
City Council 148,133 66,989 45.2% 60,952
City Manager 396,622 178,275 44.9% 219,420
City Clerk 386,658 181,659 47.0% 138,217
City Attorney 584,384 270,547 46.3% 340,418
Administrative Services 2,029,800 900,877 44.4% 1,234,935
Planning and Building 1,805,650 768,228 42.5% 611,784
Economic Development 1,114,830 549,704 49.3% 498,935
Public Works 2,763,905 1,211,296 43.8% 1,132,731
Non-Departmental Operations 1,973,661 1,137,046 57.6% 1,198,649
Police 9,972,292 4,662,715 46.8% 4,513,588
Fire 5,939,670 2,587,516 43.6% 2,856,679
Community Services 2,069,541 857,404 41.4% 922 877
Total 29,185,146 13,372,255 45.8% 13,729,183

Overall, expenditures are performing slightly below expectations at mid way through the
fiscal year. Most departments experienced savings with the exception of Non-
Departmental Operations due to the processing of the annual insurance payment in
July, and the payment for the passenger van for the Community Services Department.
Savings in contract services, supplies, utilities, education and training continued through
the 2" quarter which offset the annual payments made for liability insurance and grants.
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By Type:
Current Year % of Prior Year
Expenditures By Type Annual Budget Actual Budget Actual

Staffing 21,733,125 10,131,243 46.6% 10,333,264
Contract Services 1,846,598 771,783 41.8% 322,997
Maintenance 2,127,069 895,084 42.1% 858,397
Supplies 745,112 311,361 41.8% 508,444
Utilities 698,830 293,641 42.0% 329,261
Other Operating Costs 1,406,912 760,540 54.1% 900,187
Capital 46,500 18,060 38.8% 27,556
Interfund Transfers* 581,000 190,542 32.8% 449,075
Total 29,185,146 13,372,255 45.8% 13,729,183

*Mid-year reserve transfers are not included

The most significant variances by type are summarized below:

= Generally, slight staffing savings were experienced across all departments.

= Contract Services, Maintenance, Supplies, Education & Training expenses were

lower than projected.

= Annual payments for insurance and grants as well as art exhibition expenses were
incurred during the first half of the year, overstating Other Operating Costs through the

second quarter.
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Finance Committee

Nora Davis, Chairperson Benay Curtis-Bauer, Business Rep
Jennifer West, Council Member Elizabeth Altieri, Business Rep
William C Reuter, Resident Vacant, Labor Rep

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

Monday, February 27, 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
Il. PUBLIC COMMENTS
M. APPROVE MINUTES FROM NOVEMBER 21, 2011 MEETING
Iv. AGENDA ITEMS
A. Follow-up from November 21, 2011 Meeting
a. ECDC Progress on June 30, 2011 Audit Findings
b. Letter to GASB
C. ENEWS Survey for Interest in CAFR Presentation
Investment Concentration Risk and Custodial Bank Risk
Two Year Operating Budget Process
Community Promotions Grants
2" Quarter Financial Update
. Vacant Labor Seat
V. STAFF COMMENTS
VL. COMMITTEE MEMBER COMMENTS
VII. ADJOURNMENT

nmoow

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

DATED: February 23, 2012

Karen Hemphill, City Clerk
Post on: February 23, 2012
Post until: February 28, 2012
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CITY OF EMERYVILLE

MEMORANDUM
DATE: February 27,
TO: Finance Com
FROM:
SUBJECT:

Action Requested:

2012

mittee

Karan Reid, Chief Financial Officer

Provide direction to staff on the following items:
e Recommended changes to the current Investment Policy
e Investment of Successor Agency funds

Discussion:

Investment Concentration Risk and Custodial Bank Risk

At its November 21, 2011 meeting, the Finance Committee requested staff to prepare a discussion
item on investment concentration and custodial bank risk.

Investment Concentration

The following table details the City’s approved investment categories, the authorized limits in those
categories and the concentration by category as of December 31, 2011. Maturities are not to

exceed 5 years without Coun

cil Authorization.

Investment Maximum Specified Minimum Quality December 31,
Percentage of Portfolio Requirements 2011 Holdings
US Treasury Bills None None 0%
US Government Agencies None None 36%
City of Emeryville Bonds, | None None 0%
Notes, Warrants
LAIF (State Pool) None None 36%
Prime Commercial Paper 15%, Ave Maturity 32-270 | Highest rating by S&P & 0%
days Moody's
30% Ave Maturity < 31
days
Negotiable Certificates of | 30% None 0%
Deposit
Medium Term  Corporate | 15% “AA” rating 0%
Notes
Money Market Mutual Funds | 20% Highest rating by 2 rating 28%
agencies
Insured/Collateralized CDs None In accordance with Govt <1%

Code Section 53651 &
53652






Investment Concentration Risk and Custodial Bank Risk
Finance Committee

February 27, 2012

Page 2 of 4

Government Agencies

In August, Standard & Poor's rating agency downgraded the U.S. long-term rating one notch to
"AA+". They then proceeded to address entities that have direct ties, or enjoy support, from the
government. These included the Government Sponsored Entities (GSEs); Federal National
Mortgage Assaociation (FNMA/Fannie Mae), Federal Home Loan Mortgage Corporation
(FHLMC/Freddie Mac), Federal Home Loan Bank (FHLB) and Federal Farm Credit Bank
(FFCB/Farm Credit)., all of which were moved to the same long-term ratings as the U.S.
government at AA+. S&P also downgraded the ratings of FDIC-backed bonds to AA+. Moody's and
Fitch credit rating agencies affirmed their U.S. government and related entities' credit rating of AAA.
Such investments are maintained within the City's portfolio, and have been downgraded
accordingly. These investments will continue to be reviewed for creditworthiness, but no serious
concerns are anticipated at this time.

Because of their government affiliation, agency bonds are very secure, essentially backed by the
full faith and credit of the U.S. Government. Also, due to their affiliation with the federal government,
agencies receive low interest rates on the money they borrow, have low capital requirements, and
are exempt from most state and federal taxes.

As of December 31, 2011, the City’s investment portfolio holdings consisted of the following
government agencies:

Agency Amount Held Percentage of Portfolio
FHLB $37,937,000 21.10%
FFCB 24,000,000 13.40%
FNMA 1,000,000 0.60%
FHLMC 1,000,000 0.60%

After concerns voiced by the Finance Committee, staff ceased purchasing new investments in
FNMA and FHLMC as of April 2011. The $2,000,000 in remaining investments will mature in April
2012 and 2013, respectively.

Local Agency Investment Fund (LAIF)

As of December 31, 2011, the City had $64.3 million in its two LAIF accounts. As a result of the
Supreme Court decision to uphold the dissolution of redevelopment, effective February 1, the State
Treasurer’s Office posted a notice on their website (on January 25) that effective February 1, all
redevelopment agency accounts would be frozen until such time as a new account in the Successor
Agency’s name is set up and a resolution approving those individuals authorized to conduct LAIF
business on behalf of the Successor Agency is sent to LAIF. Along with most, if not all,
redevelopment agencies in the State with funds on deposit with LAIF, the City withdrew all funds
($38.5 million) in the redevelopment account on January 27. Due to the short time frame in which
the City received this notice, it was impossible to locate an alternate investment vehicle. As a result
the withdrawn funds, along with the existing cash on hand allocable to the redevelopment agency,
were deposited in a new checking account dedicated to conducting business for the Successor
Agency to the Emeryville Redevelopment Agency. Currently, the account has a balance of $48.0
million.





Investment Concentration Risk and Custodial Bank Risk
Finance Committee

February 27, 2012

Page 3 of 4

Staff is requesting recommendations from the Finance Committee whether these funds should be
invested in an interest bearing account and if so, recommendations as to the type of investment
vehicle.

Some of these funds on hand will be used to pay enforceable obligations listed on the Enforceable
Obligations Payment Schedule and some of the funds are at risk of being turned over to the County
at some point in the near future. As a result, staff recommends the funds be invested in short-term,
liquid investments such as a money market fund or LAIF.

Some public agencies have voiced reservations of re-depositing the funds in LAIF as it is under
control of the State and there is a political agenda to divest redevelopment as quickly as possible.
Therefore, some view there is a risk that access to these Successor Agency LAIF funds may be
restricted. Government Code Sections 16429.3 and 16429.4 prohibit the State from seizing or
borrowing these funds. However, the State Treasurer could make access to the funds more difficult.

An alternative to LAIF is a money market fund such as that offered by Cal Trust, a Joint Powers
Authority created by public agencies to provide a convenient method for public agencies to pool
their assets for investment purposes. Information on CAL Trust and a list of participating
agencies are attached to this report.

Below is the current (February 22, 2012) treasure yield curve compared to LAIF:

Treasury Yield Curve

LAIF 3mo 6mo  Tyr  2yr  3yr  dyr  Syr

Custodial Bank Risk

According to the City’s Investment Policy, financial institutions are 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.

The City’s primary custodial banks are Union Bank, third party custodian for the City’s securities,
and Bank of New York Mellon, third party fiscal agent for the City’s bond related accounts. The City
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has its operating accounts with Wells Fargo. Custodial banks role includes settling security
transactions and transferring the investments to the City’'s name in a very expedient manner.
Default by these banks would not impact our investment holdings as the investments are in the
City’s name, not the custodial bank’s name. Wells Fargo accounts are insured for up to $250,000
under FDIC insurance. Funds in excess of $250,000 would be at risk.

The financial condition and performance of commercial banks can be monitored by reviewing:
e Call Reports submitted to the Federal Financial Institutions Examination Council
e Local Agency Securities Report confirming compliance with public agency deposit
collateralization requirements
e The institution’s annual report for material weaknesses in internal control over financial
reporting.

Bank capital serves as an important cushion against unexpected losses. It creates a strong incentive to
manage a bank in a prudent manner, because the bank owners' equity is at risk in the event of a failure.
Thus, bank capital plays a critical role in the safety and soundness of individual banks and the banking
system. Federal Capital Adequacy Categories and Definitions are detailed below:

Well Capitalized: Total Risk-Based Capital Ratio is over 10% and Tier 1 Risk-Based Capital Ratio is
over 6% and Leverage Ratio is over 5%.

Adequately Capitalized: Total Risk-Based Capital Ratio is between 8% and 10% and Tier 1 Risk-Based
Capital Ratio is between 4% and 6% and Leverage Ratio is between 4% and 5%.

Under Capitalized: Total Risk-Based Capital Ratio is less than 8% or Tier 1 Risk-Based Capital Ratio is
less than 4% or Leverage Ratio is less than 4%.

Significantly Undercapitalized: Total Risk-Based Capital Ratio is less than 6% or Tier 1 Risk-Based
Capital Ratio is less than 3% or Leverage Ratio is less than 3%.

Critically Undercapitalized: A ratio of tangible equity to total assets less than or equal to 2%.

The following table details the capitalization from the December 2011 Call Reports:

Institution Total Capital Ratiq Tier 1 Capital Ratio | Leverage Ratio
Benchmark >8-10% >4-6% >4%

Wells Fargo 12.79% 10.04% 8.31%

Union Bank 14.43% 12.39% 10.25%

BNY Mellon 357.72% 357.72% 55.31%

Based on these capitalization ratios, reviews of the Banks’ annual audit reports and our long standing
experience with these banks, staff feels confident these institutions are strong, financially stable
institutions that meet our financial needs.

Attachment:
Treasurer’'s Report for December 2011
City's Investment Policy approved August 2011
CAL Trust FAQ and list of Participating Agencies
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MEMORANDUM
DATE: January 30, 2012

TO: Patrick O’Keeffe, City Manager
FROM: Karan Reid, Chief Financial Officer

SUBJECT: Highlights of December 2011 Treasurer’s Report
The monthly Treasurer's Report is attached. Please note the following highlights:
Transactions:

Benchmark five-year Treasury yields were 12 basis points lower than last month of 0.95% to a
December close of 0.83%. The spread between agencies and treasuries decreased from 39 to
31 basis points. The monthly average rate of return reported by LAIF was 0.38%. There were
three calls totaling $6.0 million during the month with coupons ranging from 1.69% to 2.34%.
There were two new purchases totaling $2.94 million (face value) in agency bonds with initial
coupon rates of 0.75% with 4.5 to 5 year maturities.

Yield and Average Portfolio Maturity:

1. Overall yields on the value of our portfolio decreased 3 basis points to .70%. Excluding
the lower yields from investments held for unspent bond proceeds and bond reserve
funds; our portfolio yield is 0.85%, down from 0.90% in November.

2. Average Portfolio Maturity, if all securities were held to maturity, decreased from 625
days to 597 days. The average life of the portfolio to the shorter of the call or maturity is
78 days. This number reflects the expectation that certain securities may be called before
the stated maturity date. Approximately 64% of our portfolio is available for immediate
needs with maturities under ninety days. This high percentage includes $27.4 million of
unspent bond proceeds earmarked for CIP projects. We expect that there is sufficient
investment liquidity and anticipated revenues to meet the City’s budgeted expenditures
for the next six months.

Impacts of Dissolution of Emeryville Redevelopment Agency

The City and Redevelopment Agency pool cash for treasury purposes through shared bank
accounts and investment vehicles. As a result of the dissolution of the redevelopment agency, it is
necessary to segregate the cash and investments between the City and the City as Successor
Agency to the Emeryville Redevelopment Agency as of February 1, 2012. Beginning with the
February 2012 investment report, staff will present two separate reports representing the treasury
assets held by each entity. As of December 31, 2011, the portion of the investment portfolio
allocable to the Successor Entity to the Redevelopment Agency (non-housing)is $62,532,120,
the portion allocable to the City as Housing Successor is $17,541,460 and the remaining
investments related to the City’s activities total $99,668,388.

Staff will continue to closely monitor cash on hand in the respective portfolios to ensure adequate
liguidity to meet anticipated obligations.

Appr Eorwarded to the City Council
LA

Patrick O'Kegffé, City Manager






CITY OF EMERYVILLE

Treasurer's Report

As of 12/31/11
Maturities, Sales and Purchases During the Month
Description Matunty, call Face Coupon Invesiment Purchase Maturity or Cost Sale, Call Sale
of Sale or Value Rate Rating Date Withdrawal Basis Date Amount
Investment Purchase/Renewat Moody's / S&P or Date
Withdrawal / Funding Funding Date
FFCB Call 2,000,000 2.00% Aaa/AA+ 12/22/2010 1212212014 2,000,000 12122111
FFCB Catl 2,000,000 1.68% Aaa / AA+ 6/9/2011 6/9/2015 2,000,000 12/09/11
FHLBC Call 2,000,000 2.34% Aaa/AA+ 5/23/2011 5/23/2016 2.000,000 12/06/11
FHLB STEP NOTE Purchase 2.000.000 0.75% Aaa / AA+ 127812011 9/28/2016 2.000.000
FHLB STEP NOTE Purchase 940,000 0.75% Aaa | AA+ 12/28/2011 12/28/2016 940,000






CITY OF EMERYVILLE Treasurer's Report

As of 12/31/11
Current Portfolio
Descnption Percentage Face Coupon Investment Purchase Matunty Cost Current Estimated Estimated Weighted Fund
of of Value Rate Rating Date Date Basis Yield Market Annual Average 0f natin
Investment Portfolio Moody's / S&P Value Income Matunty General
in Days TJreasury)
Local Agency Investment Fund
City (Pnmary Account) 25,874,102 Varies NR Vanes Daily 25,874,102 Vanes 25,898,626 98,839 1
Redev Agcy (Primary Account) 38,425,798 Vanes NR Vanes Daily 38,425,798 Vanes 38,462,218 146,787 1
Sub-Total - LAIF 35.8% 4,299,900 64,299,300 64,360,845 245,628
Note: Monthly average rate of return reported by LAIF, 0.382%
Certificates of Deposits
Summit Bank - CD 100,000 0.60% AAA 04/28/11 04/27/12 100,000 0.60% 100,000 800 118
Bank of Alameda-CD 100,000 0.35% AAA 10724111 04124112 100,000 0.35% 100,000 350 115
Sub-Tota! - CDs 0.1% 200,000 200,000 200,000 950
Govemment/Agency Issues
FFCB 2,000,000 2.00% Aza/AA+ 11/23/2010 11/2312015 2,000,000 1.99% 2,012,680 40,000 1423
FFCB 2,000,000 2.37% Aaa/AA+ 171172011 1/11/2016 2,000,000 237% 2,000,960 47,400 1472
FFCB 2,000,000 1.48% Aaa/ AA+ 2/14/2011 2/14/12014 2,000,000 1.48% 2,002,680 29,600 776
FFCB 2,000,000 2.54% Aza / AA+ 3/30/2011 3/30/2016 2,000,000 2 53% 2,011,680 50,800 1551
FFCB 2,000,000 1.93% Aaa / AA+ 5/13/2011 5/13/2015 2,000,000 1.91% 2,022,080 38,600 1229
FFC8 2,000,000 1.75% Aza /! AA+ 8/15/2011 B/15/2016 2,000,000 174% 2,011,980 35,000 1689
FFC8 2,000,000 1.37% Aaa/ AA+ 10/11/2011 10/11/2016 2,000,000 137% 2,007,620 27.400 1746
FFC8C 2,000,000 2.09% Aza/ AA+ 711812011 7118/2016 2,000,000 207% 2,016,160 41,800 1661
FFCBC 2,000,000 1.50% Aaa/AA+ 9/6/2011 91612016 2,000,000 1.49% 2,011,860 30,000 1711
FFCBC 2,000,000 1.37% Aaa/ AA+ 10/11/2011 10/11/2016 2,000,000 137% 2,007,620 27,400 1746
FFCBC 2,000.000 1.62% Ana/ AA+ 10/18/2011 10/18/2016 2,000,000 1.61% 2,014,740 32,400 1753
FFCBC 2,000,000 1.63% Aaa/AA+ 117312011 10/3/2016 2,000,000 1.62% 2,002,160 32,500 1738
Sub-Total - FFCB 13.4% 24,000,000 24,000,000 24,122,220 432,900
FHLB 1,000,000 2.00% Aaal AA+ 3/25/2010 10/30/2013 1,000,000 1.94% 1,028,680 20,000 669
FHLB 2,000,000 1.13% Aza/ AA+ 10/27/2011 10/271201S 2,000,000 1.12% 2.001,160 22,500 1386
FHLB 2,000,000 1.75% AaalAA+ 11/10/2011 11/10/2016 2,000,000 1.75% 2,002,740 35,000 1776
FHLB 2,000,000 1.50% Aaa/AA+ 111712011 5/17/2016 2,000,000 1.50% 2,002,560 30,000 1589
fHLBC 2,000,000 1.55% Aaa AA+ 11/1/2011 11/112016 2,000,000 1.55% 2,001,840 31.000 1767
FHLB STEP NOTE 2,000,000 0 50% Aaa i AA+ 8/30/2011 9/30/2016 2,000,000 0.50% 2,001,320 10,000 1738
FHLB STEP NOTE 3,000,000 1.00% Aaa/l AA+ 10/21/2011 10/13/2016 3,000,000 1.00% 3,000,780 30,000 1748
FHLB STEP NOTE 3,000,000 1.00% Aaal AA+ 10/25/2011 10/18/2016 3,000,000 1.00% 3,005,070 30,000 1754
FHLB STEP NOTE 2,000,000 0.75% Aaa/ AA+ 10/26/2011 10/26/2015 2,000,000 0.75% 2,007,920 15,000 1395
FHLB STEP NOTE 2,000,000 0.75% Aaa AR+ 10/27/2011 1072772016 2,000,000 0.75% 2,000,600 18,000 1762
FHLB STEP NOTE 1,999,000 0.75% Aaa/AA+ 10/27/2011 10/27/2016 1.989,000 0.75% 2,003,580 14,993 1762
FHLB STEP NOTE 3,000,000 1.05% Aaa/AA+ 10/27/2011 10/27/2016 3,000,000 1.05% 3,001,410 31.500 1762
FHLB STEP NOTE 1,998,500 1.00% Aza/AA+ 10/31/2011 10/27/2016 1,998,500 1.00% 2,004,020 19,985 1762
FHLB STEP NOTE 2,000.000 1.00% Aaa / AA+ 11/22/2011 11/22/2016 2,000.000 100% 2,003,760 20,000 1788
fHLB STEP NOTE 3,000,000 1.00% Aaa / AAT 11/23/2011 11/23/2016 3,000,000 1.00% 2,998,980 30,000 1789
FHLB STEP NOTE 2,000,000 1.35% Aaa ! AA+ 1172312011 11/23/2016 2,000,000 1.35% 2,003,640 27,000 1789
FHLB STEP NOTE 2.000.000 0.75% Aaal AA+ 12/8/2011 9/28/2016 2,000,000 0.75% 2,001,220 15,000 1733
FHLB STEP NOTE 940,000 075% Aaa/AA+ 12/28/2011 12128/2016 940,000 0.75% 939,862 7,050 1824
Sub-Total - FHLB 21.1% 37,837,500 37,937,500 38,009,252 404,028
FHLMC 1,000.000 3.63% Aaa/ AA+ 4/23/2008 4/23/2012 1,000,000 3.59% 1,010,460 36,250 114
Sub-Total - FHLM 0.6% 4,000,000 1,000,000 1,010,460 36,250






CITY OF EMERYVILLE

Treasurer's Report

As of 12/31/11
Description Percentage Face Coupon Investiment Purchase Matunty Cost Current Estimated Estimated Weighted Fund
of of Value Rate Rating Date Date Basis Yield Market Annual Average (f not in
Investment Portfolio Moody's / S&P Value Income Matunty Geaneral
in Days Treasury)
FNMA 1,000,000 4 13% A3zl AA+ 4/15/2008 41152013 4.000,000 3.83% 1,049,110 41,250 471
Sub-Total - FNMA 0.6% 1,000,000 1,000,000 1,049,110 41,250
Fdelity Institutional Money Market Government Fund 8.105234 0.02% AAA Varies Daily B.105,234 0.01% 8,105,234 1,620 1 Custodian: Union Bank
“Fidelity Treasury Portfofio Money Market Gevernment Fund 27,389,083 0.01% AAA Vanes Daily 27,389,083 0.01% 27,389,083 2,733 1 Custodian: US Bank
“Dreyfus Money Market Fund 13.663,448 0.00% AAA Varies Daily 13.663.448 0.00% 13,663,448 o 1 Trustee: Bank of New York
“Goldman Sachs Inst Money Market Fund 647 970 0.01% AAA Vares Daily 647,970 0.01% €47,970 65 1 Trustee: Bank of New York
Sub-Total - Govt Portfolic 63.3% 113,743,235 113,743,235 113,996,777 918,851
Corporate Issues
Sub-Total - Corporate Portfolic 0.0% 0 0 0 ]
*lnvestment Contracts
Morgan Guaranty Trust/Chase 459,750 5.56% Aza 07/02/98 05/01/28 459,750 5.56% 459,750 25,539 5,966 1998A Bond Reserve
Westdeutsche U/Bank 442 009 566% A 08/06/99 09/02/21 442,009 5.66% 442,009 25018 3,533 1999 AD Reserve Fd
Westdeutsche {UBank 421,017 5.66% A 08/06/99 09/03/19 421,017 5.66% 421,017 23,830 2,803 1998 AD Reserve Fd
Westdeutsche UBank 176,057 5.66% A 08/06/99 09/04/12 176,057 5.66% 176.057 8,965 248 1999 AD Reserve Fd
Sub-Total - Inv. Contract 0.8% 1,498,833 1,498,833 1,498,833 84,381
Total lnvestment 100.0% 179,741,967 179,741,967 180,056,454 1,249,778 | 597
Non-Bond p and reserve {mema only) 136,542,633 136,542,633 136,857,121 1,162,623 |

“ Bond proceeds and/or reserves investments

Market value information obtained from Trustee Statements and Custedian Statements.
ln compliance with California Cede Section 536486, | certify that sufficient investment liquidity and anticipaled.ce

Kch-u-._ =N

Karan Reid, Chief Financial Officer

enues are available to meet the City’s budgeted expenditure
ed investment policy.

Average Life
of Pértfolio 10

in Days






CITY OF EMERYVILLE

Treasurer's Report

As of 12/3111
Portfolio Statistics
12/31/11
Face Value y Distribution in Years
Term 0-25 .26-.50 .51-.75 76-10 1.1-2.0 2130 31-4.0 >4.1 Totat
LAIF 64,299,900 64,299,900
Certificates of Depost 200,000 200,000
Government/Agency Issues 49,805.735 1,000,000 2,000,000 2,000,000 8,000,000 50,937,500 113,743,235
Corporate |ssues -
Investment Contracts 176.057 1,322,776 1,498,833
Total 114,105.634 1,200,000 - 176.057.00 2,000,000 2.000.000 8,000.000 52,260,276 179,741,967
% of Portfolio 63% 0.7% 0% 0% 1% 1% 4% 29% 100%
Maturity/Liquidity Distribution in Years Portfolio by Type of Investment
80%
70% - cDs
. 0% - { 0.1%
50% -
35.8%
40% -
30%
Govts/Agencies/
20% - MMF
Investment 63.3%
10% 1 Contract
0.8%
0% 4 Corporate Issues
. 0.0%
m[ e o7 ow | o% [ 1% [ 1% | 4% | 29 |
Comparative Market Rates
Treasury and Agency Markets
55%
Treasury 12/31/11  Treasury 11/30/11  Agency 12/31/11  Agency 11/30/11 50%
3 Month 0.02% 001% 001% -0.04% e
6  Month 006% 0.06% 0.05% 0.09% 8 sy
=
1 Year 011% 011% 023% 0.17% X o30%
2 Year 0.24% 0.26% 0.38% 0.44% P 7
3 Year 036% 0 40% 061% 0.70% 2 Vs He=Treasury 12/31/41
5 Year 0.83% 095% 114% 134% T o10% —O—Treasury 11/30/11 H
10 Year 1.88% 2.07% 1.66% 1.87% o T ~8~—Agency 123111 ]
30 Year 2.90% 3.06% 3.64% 3.83% 0 5% [ —=Agency 11/30/11
0 5 10 13 20 E) 20
Maturity






CITY OF EMERYVILLE Treasurer's Report

As of 1213111
investment by Fund
Type (at cost)

General Fund 10,137,848
Special Revenue Funds 32,141,626
Debt Service Funds 14,769,887
Capital Projects Funds 81,423,583
Enterprise Funds 4,305,796
Internal Service Funds 22,745,779
Trust and Agency Funds 14,217,448

179,741,967






RESOLUTION NO.11-185

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF EMERYVILLE
ADOPTING ITS STATEMENT OF INVESTMENT POLICY

WHEREAS, 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 be submitted to the local agency
legislative body for consideration; and

WHEREAS, the Emeryville City Council last approved the Statement of
Investment Policy in July 2010; and

WHEREAS, the City’s current Investment Policy remains prudent and no
changes are currently needed; now therefore, be it

RESOLVED, that the Emeryville City Council hereby adopts its Statement
of Investment Policy, attached hereto as Exhibit A to take effect September 2011.

ADOPTED, by the City Council of the City of Emeryville at a regular
meeting held September 6, 2011 by the following votes:

AYES: (5)Mayor Davis, Vice or West and Council Members Atkin, Brinkman & Bukowski

NOES: (0) None ABSENT:_ None

EXCUSED: None ABSTAIN: None

ATTEST: APPROVED AS TO FORM:
> phikadd b-(§oueg
/C%y Clerk City Attorney

% CITY OF EMERYVILLE

K|
A






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:

Capital Preservation (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 composition.

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.
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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.

o 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,

-3-
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other than commercial paper, if any, as provided by Moody's Investors
Service or Standard & Poor’s Corporation.

o 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.

o 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:

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

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

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

» |n 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:

o Allinvestments meet the requirements of the City's investment policy.

o 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 Giossary 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
$250,000 is insured by the FDIC. For governmental agency, deposits in excess
of $250,000 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 aftached 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 secLIrity 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 amonvg 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 $250,000 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 defauit 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.
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Frequently Asked Questions

What is CalTRUST and how is it structured?

CalTRUST is a Joint Powers Authority created by public agencies to provide a
convenient method for public agencies to pool their assets for investment purposes.
CalTRUST is governed by a Board of Trustees made up of experienced local
agency treasurers and investment officers. The Board sets overall policies for the
program and selects and supervises the activities of the investment manager and
other agents.

What entities are permitted to participate in CalTRUST?

As a practical matter, any public agency that is authorized to join a Joint Powers
Authority can participate in CalTRUST. The specific sections of the California
Government Code that govern participation in CalTRUST (Sections 6500 and
6509.7), provide that the following types of agencies may participate:

"the federal government or any federal department or agency, this state,
another state or any state department or agency, a county, county board of
education, county superintendent of schools, city, public corporation, public
district, or regional transportation commission of the State of California or
another state, or any joint powers authority formed pursuant to this article
[Article 1 of the Joint Exercise of Powers Act] by any of these agencies,"
(Section 6500), and "a nonprofit corporation whose membership is confined
to public agencies or public officialsr" (Section 6509.7).

If you have any questions about participation, please contact CalTRUST at:
by phone: 888-422-8778

by e-mail: caltrust@wellscap.com

on the web: www.caltrust.org

How does an agency initiate participation in CalTRUST?

Legislation enacted in 2004 (AB 969 - Chapter 470, Statutes of 2004) simplified
participation in CalITRUST. AB 969 authorizes local agencies to directly invest in
shares issued by JPA pooled investment programs. As a result, agencies interested
in investing through the CalTRUST Program no longer need to adopt a resolution
to formally become a member of the CalITRUST Joint Powers Authority.

Opening an account in the CalTRUST program is quite simple; just carefully read
the Information Statement, the Joint Powers Agreement, the CalTRUST Investment
Policy, and complete the Account Registration Form and Participation Agreement.

What account options does CalTRUST offer?

CalTRUST offers four account options — Money Market, Short-Term and
Medium-Term Accounts, and a soon-to-be-opened Long-Term Account. Agencies
can select account options that match their investment time horizon and cash flow
needs; and easily reallocate among accounts as circumstances warrant.

All CalTRUST accounts comply with the limits and restrictions placed on agency
investments by the California Government Code; no leverage is permitted in any of
the CalTRUST accounts.

What is the minimum amount that an agency can invest in the
CalTRUST program?

http://caltrust.blueriverdigital.com/faq.aspx
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April 25, 2012
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Closed for Trading

July 03, 2012
Independence Day Observed
Early Closure - 10:00 am PST
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The CalTRUST Board of Trustees has established $250,000 as the minimum
investment in one or more of the CalTRUST accounts. The Board also has
authorized the CalTRUST Program Administrator to waive this minimum investment
requirement in its discretion.

What is the maximum amount that an agency can invest in the
CalTRUST program?

There is no maximum investment amount for any of the CalITRUST accounts.

Is there a limit on the number of accounts that an agency can
maintain?

There is no limit on the number of accounts that an agency can maintain. This
provides additional flexibility to agencies, allowing them to tailor the number and
types of accounts to best suit their local needs and priorities. For example, an
agency may want or need to segregate its enterprise-type assets from its general
operating reserves. CalTRUST provides the flexibility to meet this local preference.

What are the principal risks of investing in CalTRUST?

Investments in CalTRUST, like investments in other types of bond funds, are
subject primarily to interest rate risk and credit risk.

Interest rate risk is the potential for a decline in bond prices -- and hence the
market value of bonds in the portfolio -- due to rising market interest rates. In
general, bond prices vary inversely with interest rates. The change in a bond’s
price depends on several factors, including its maturity date. In general, bonds with
longer maturities are more sensitive to changes in interest rates than bonds with
shorter maturities. Similarly, bond funds with longer average portfolio maturities,
such as the CalTRUST Medium-Term and Long-Term Accounts, will be more
sensitive to interest rate changes than those with shorter average portfolio
maturities, such as the CalTRUST Short-Term account.

Credit risk is the possibility that a deterioration in the underlying creditworthiness of
an issuer will adversely affect the value of its outstanding bonds or that a bond
issuer will fail to make timely payments of interest or principal on its outstanding
bonds (default). A decline in a bond issuer’s credit rating, or creditworthiness, may
cause prices for its outstanding bonds to decline.

Similar to shares in a bond mutual fund, the value of CalTRUST shares will change
with market conditions, as will the value of an agency’s investment account. An
agency could lose money on an investment in a CalTRUST account or an
investment in a CalTRUST account could underperform other investments.

What is the cost of transferring funds between the Short-Term
Account and the Medium-Term Account or vice-versa?

There is no cost to transfer funds from any CalTRUST account to another
CalTRUST account. In addition, there is no cost for wiring funds into or out of any
of the CalTRUST accounts (although a local agency’s bank may charge a nominal
fee for sending and receiving wires).

How does an agency monitor its investments in CalTRUST?

All participating agencies have 24-hour, password-protected online access to their
individual account information at www.caltrust.org. The CalTRUST website shows
the current value of CalTRUST shares, as well as additional relevant information
regarding the underlying pools of securities in the CalITRUST accounts. Month-end
statements can be downloaded directly from the CalTRUST website, or an agency
can opt to receive printed monthly statements.

What are the costs of participating in CalTRUST?

There are no out-of-pocket costs for an agency to invest funds in CalTRUST. As
with other programs, such as the Local Agency Investment Fund, managed by the
State Treasurer’s Office, all expenses associated with participation in CalTRUST
are deducted from the yield.

The current total annual operating expense of the CalTRUST Heritage Money
Market Account is 13 basis points (0.13%) of the average daily net assets of the
account.

For the Short-Term Account, current total operating expenses are 14 basis points
(0.14%) of the average daily net assets of the Account. These expenses drop as

http://caltrust.blueriverdigital.com/faq.aspx
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the total size of the Account increases; to 13 basis points for assets between $500
million and $1 billion and to 12 basis points for assets over $1 billion.

Total annual operating expenses for the Medium-Term and Long-Term Accounts
are 24 basis points (0.24%). Again, as the size of the Accounts increase these
expenses drop; to 22 basis points for assets between $500 million and $1 billion,
and to 20 basis points for assets over $1 billion.

Expenses for each of the CalTRUST Funds are deducted from the net assets of
the Funds on a monthly basis.

How does recently enacted legislation affect the CalTRUST
Program?

Legislation signed by Governor Schwarzenegger in September 2004 clarified the
authority for local agencies to participate in Joint Powers Authority investment
pools, and makes it easier to participate in CalTRUST.

Chapter 470, Statutes of 2004 (Assembly Bill 969 — Correa) revised the provisions
of California Government Code Section 53601 to provide an explicit grant of
authority for local agencies to invest in shares of beneficial interest issued by a
Joint Powers Authority, provided the JPA:

1. Invests only in securities and obligations eligible for local agency investment
directly; and
2. Retains an investment adviser that
a. Is registered with the Securities and Exchange Commission or is
exempt from registration;
b. Has not less than five years experience investing in securities and
obligations eligible for local agency investment; and
c. Has at least $500 million in assets under management.

Top  Print this page
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The information on this website is intended only for public agencies within the meaning of the Joint Exercise Of Powers Act and does not represent an offer to sell or a solicitation of
an offer to buy shares of the Trust or any other security. Shares in the Trust are sold or bought only based on the information contained in the current Information Statement. The
Information Statement contains important information and should be read carefully before investing.
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Participating Agencies

Counties:

 Butte County*

» Contra Costa County*

« Riverside County*

« Solano County*

* Sonoma County*

* Yuba County*

» Alameda County

» Santa Barbara County*

« San Diego County*

« Imperial County

* Monterey County*

* Madera County

« Del Norte County

* Mono County

» Wells Fargo Bank, as Trustee for County of Mendocino TRAN
» Wells Fargo Bank, as Trustee for County of Tulare TRAN

Cities:

* Chino*

« Chino Redevelopment Agency*

« National City*

* Riverside

« Pinole*

« Pinole Redevelopment Agency*

« Oakley

* Richmond

* Poway

* Albany

» Hercules

* Rancho Cucamonga

« Rancho Cucamonga Redevelopment Agency
« Chula Vista

* San Bernardino

» Sacramento*

» Sacramento Housing and Redevelopment Agency
» Wells Fargo Bank, as Trustee for City of Stockton TRAN
« City of Larkspur

« City of El Paso de Robles

« City of El Centro

Water Districts/Special Districts:

* Rio Alto Water District*

« Central California Irrigation District

« West County Wastewater District (Contra Costa County)
« Dudley Ridge Water District

« San Luis & Delta-Mendota Water Authority

* Westlands Water District*

« Eastern Municipal Water District

» Chino Basin Water Conservation District

« West Valley Mosquito and Vector Control District*
« Water Facilities Authority*

» Westlands Water District - 2007A Reserve

* San Luis & Delta-Mendota Water Authority

» Contra Costa County — Central Sanitary District

« Kings River Conservation District

http://caltrust.blueriverdigital.com/Participants.aspx
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« Kinneloa Irrigation District

* San Mateo Transit Authority*

« Los Angeles County Metropolitan Transportation Agency
« Inland Empire Utilities Agency

* Helendale Community Services District

» Consolidated Central Valley Table Grape Pest & Disease Control District
» San Diego Unified Port District

» Monterey Peninsula Regional Park District

» Regional Government Services Authority

« Santa Ana Watershed Project Authority

« Midway City Sanitary District*

« Fallbrook Healthcare District

» Westlands Water District

» Santa Lucia Community Services District

* Yorba Linda Water District

« West Valley Water District

« South Feather Water and Power Agency

Other:

* ABAG Finance Authority

« National Homebuyers Fund, Inc.

« California State Association of Counties

* CPS Human Resource Services

« CRHMFA Homebuyers Fund

* CSAC Finance Corporation

 League of California Cities

» Regional Council of Rural Counties

¢ ALPHA Fund*

« CRHMFA Homebuyers Fund — Building Account
* CSU - Risk Management Authority

« National Association of Counties (NACO)

« California Special Districts Association (CSDA)
* CSDA Finance Corporation

* CSAC Public Funds

« Association of California Water Agencies (ACWA)
« ACWA Health Benefits Authority

Community Colleges
« College of the Sequoias

*JPA Member

Top  Print this page
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CITY OF EMERYVILLE

MEMORANDUM
DATE: February 27, 2012
TO: Finance Committee
FROM: Karan Reid, Chief Financial Officer

SUBJECT:  Follow-up from November 21, 2012 Meeting:

" ECDC Report on Progress on June 30, 2011 Audit Findings
. Letter to GASB
" ENEWS Solicitation of Interest for CAFR Presentation

Discussion:

At its November 21, 2011 meeting, the Finance Committee requested staff to follow-up on several
items. The status is summarized below.

ECDC Report on Progress on Audit Findings

After presentation of the June 30, 2011 audit report, the Finance Committee requested Emeryville
Child Development Center (ECDC) staff prepare a mid-year report on progress on audit findings
discussed in the June 30, 2011 compliance audit report. A separate report, along with a copy of the
audit, is attached.

Letter to GASB

The Finance Committee requested staff prepare a letter to the Governmental Accounting Standards
Board (GASB) regarding its financial reporting requirements. On December 20, 2011, the City
Council of the City of Emeryville authorized the Mayor to sign a letter voicing the City’s disapproval
with GASB's reporting requirements for municipal governments and communicating that GASB was
not successful in its attempt to make the financial statements easier to read and more transparent.
A copy of the approved letter is attached. No response has been received from GASB.

Solicitation of Interest in a Public CAFR Presentation

The Finance Committee requested staff include an article for the City’s ENEWS soliciting interest in
a public presentation on the City’s Comprehensive Annual Financial Report (CAFR). On December
13, 2011, staff included an article in the City’s ENEWS soliciting interest in a brief presentation on
the City’'s CAFR. ENEWS is the City’s electronic newsletter published twice a month and sent to
950 individuals who have subscribed to the service. To date, the City Clerk’s office has received 4
responses, 2 expressing interest in attending a CAFR overview and 2 expressing no interest in
attending such a session. A copy of the article is attached.

Attachments:
ECDC Report on Progress on 6/30/11 Audit Finding
June 30, 2011 ECDC Audit
GASB Letter approved by City Council
ENEWS Article soliciting interest in CAFR presentation





CITY OF EMERYVILLE

INCQRPORATED 16068

1333 PARK AVENUE
EMERYVYILLE, CALIFORNIA 24608-3517

TEL: (510) 526-4300 FAX: (510) 450-7831

December 20, 2011

Governmental Accounting Standards Board
401 Merritt 7

P.O. Box 5116

Norwalk, Connecticut 06856-5116

Madam and Sirs:

On behalf of the City Council of the City of Emeryville | am writing this letter to express our
extreme displeasure with the GASB 34 reporting requirements.

In June 1999, the GASB board unanimously approved Statement No. 34 “Basic Financial |
Statements—and Management'’s Discussion and Analysis--for State and Local Governments.” :
The primary objective of GASB 34 as defined in the Introduction to the Statement is “to

enhance the understandability and usefuiness of the general purpose external financial reports

of state and local governments to the citizenry, legislative and oversight bodies, and investors

and creditors.”

This reporting model enhances neither understandability nor usefulness to the reader; in fact,
the statements are now more difficult to read.

The flow of the statements is disrupted by the presentation of Major versus Non- Major funds
and makes it difficult to locate specific fund information. The restrictions placed on what
information can be included in Management’s Discussion and Analysis, as well as how that
information is described, make it difficulf to relate the City’s financial picture in a simple and

transparent manner.

We are in full support of transparency, accountability, understandability and usefuiness in
financial reporting but the current reporting model has only succeeded in obscuring, not
enhancing, the financial picture of local and state governments.

incerely,

Wt

yor Jennifer West





ENEWS
December 13, 2011

Tagline: New Mayor and Vice Mayor!

Feature Article

Interested in Knowing More About the City’s Finances?

At its December, 20, 2011 meeting, the City Council will review the City’s
Comprehensive Annual Financial Report (CAFR) for the year ended June 30, 2011. The
draft CAFR can be viewed as part of the December 20" City Council agenda packet
[http://www.emeryville.org/media Jthe Friday before the City Council meeting. After the
CAFR is adopted by the City Council, a copy will be placed on the City's website.
[http://www.ci.emeryville.ca.us/index.aspx?nid=378 ]. Overall, the City ended the year
ahead of last year.

The CAFR is a complex document that provides detailed audited information on the
City’s finances. For more than a decade, the City of Emeryville has received a state
award from the statewide financial officers association for the excellence of the City’s
CAFR document. Now, as part of continuing efforts to make all of the City’s workings
as open and transparent as possible, the City Council is considering whether to hold a
special City Council workshop on a Saturday or non-City Council weekday as an
opportunity for the public to receive a more comprehensive presentation and have a
greater discussion on the CAFR than is possible during a regular City Council meeting.

Please take about one minute to complete a survey
[https://www.surveymonkey.com/s/PDMJ7VX ]that asks just two questions: 1) would
you be interested in attending a workshop on the City’s financial statement? and 2) if
you are interested in attending, would you prefer a Saturday morning or non-City
Council weekday evening workshop?

If you have any questions, please contact Karan Reid, Chief Financial Officer by emalil
kreid@emeryville.org or by phone: 510) 596-4352 or Karen Hemphill, City Clerk
[Khemphill@emeryville.org] or phone (510) 596-4372.




http://www.emeryville.org/media

http://www.ci.emeryville.ca.us/index.aspx?nid=378

https://www.surveymonkey.com/s/PDMJ7VX

mailto:kreid@emeryville.org

mailto:khemphill@emeryville.org
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CITY OF EMERYVILLE

MEMORANDUM

DATE: February 27,2012
TO: Finance Committee
FROM: Karan Reid, Chief Financial Officer

SUBJECT: Operating Budget Process

Action Requested:

No action requested; this is an information item.

Discussion:

The City has been preparing two-year budgets since 1999, a format that allows a longer-term look
at the City’s financial condition. The Budget includes information regarding how the City is
organized and how resources are allocated to achieve the policy goals of the City Council.

On December 20, 2011, the City Council confirmed the dates for workshops and hearings
associated with the preparation of the FY12/13 & FY 13/14 Budget; a copy of the final calendar is
attached. The required public hearings are scheduled for May 21 and 22. A third workshop/public
hearing is scheduled for May 23, if needed. The May 21 meeting conflicts with the next regularly
scheduled Finance Committee meeting; therefore, this meeting has been cancelled. A Special
Finance Committee Meeting is scheduled for April 23 in order for the Finance Committee to meet
and review the proposed budget before it is presented to the full City Council.

The elimination of the redevelopment agency will have a significant impact in the City’s upcoming
operating budget. Current estimates show a net loss to the General Fund of approximately $1.7
million. However, this loss will be partially offset by new revenues associated with the recent voter
approved increase to the Business License Tax, estimated to be $750k, as well as $1.2 million
anticipated from improvements in sales and hotel taxes.

At its April 23 meeting, the Finance Committee will review and provide direction to staff regarding
the proposed budget including the revenue and expenditure assumptions incorporated into the
budget. The proposed budget is premised on the long-term budget philosophy of the City Council
and includes the following major principles:

1. Current year expenditures should be supported by current year revenues. One-time
revenues should not be used for ongoing costs, but should instead be used for necessary
one-time expenditures or to strengthen fund reserves.





Investment Concentration Risk and Custodial Bank Risk
Finance Committee
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2. Fund balances should be maintained in all major operating funds that provide for
unforeseen circumstances per the Reserve Policies adopted with the FY10/11 & FY11/12
budget.

3. Unfunded liabilities should be identified and funded with surplus funds when they are

available. Liabilities that are currently accruing should be funded currently.

4. When necessary, a strategy should be formulated and implemented to address potential
impacts of the State budget and other State actions that may affect City and Agency
revenues.

5. The operating costs of any planned capital improvement should be estimated in the

planning stage, so that these amounts can be recognized and budgeted.

Attachment:
Council approved Budget Calendar
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MEMORANDUM
DATE: December 20, 2011

TO: Patrick O’Keeffe, City Manager
FROM: Finance Division

Administrative Services Department
SUBJECT: Consideration of FY12/13 & FY13/14 Budget Preparation Schedule
Recommendation

Council is asked to discuss the budget calendar and to confirm dates for the proposed
workshops and hearings.

Discussion
This agenda item outlines a proposed calendar for the fiscal year 2012-13 and 2013-14
budget.

Proposed Schedule

Date Item

Tuesday, Feb 28 Visioning Work Session

Months of February/March Development of department budgets, expenditure and
revenue estimates

Monday, April 16 Proposed Budget distributed to Finance Committee

Monday, April 23 5:30 pm Special Finance Committee Meeting to consider
budget and Community Grants

Monday, May 14 Final Proposed budget released

Tuesday, May 15 Governor’'s May Revision to proposed state budget

Monday, May 21 Cancel Regular Finance Committee Meeting
5:30 pm Council budget workshop/hearing

Tuesday, May 22 5:30 pm Council budget workshop/hearing

Wednesday, May 23 5:30 pm Council budget workshop/hearing, if needed

Tuesday, June 19 Budget adoption

Submitted by: Approved by:

Karan Reid, Chief Financial Officer Delores Turner, Assistant City Manager

Approved and Forwarded to the City Council

Patrick O’Keeffe, City Manager
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