CITY OF COSTA MESA
FINANCE DEPARTMENT
INTEROFFICE MEMORANDUM

TO: HONORABLE CITY COUNCIL
TOM HATCH, CITY MANAGER
FROM: KATHY RAFFERTY, INTERIM FINANCE DIRECTOR
DATE: MARCH 30, 2018
SUBJECT: TREASURER’S REPORT FOR THE MONTH OF FEBRUARY 2018

Attached is the Treasurer’s Report for the month of February 2018. This performance report
lists the various types of securities, institutions from which the securities were purchased,
maturity dates and interest rates for all securities held in the City’s investment portfolio as of
the end of the reporting period. All of the City’s investments as of February 28, 2018 are in
compliance with the Investment Policy and the California Government Code except as
otherwise noted or disclosed herein. All market values provided in this report were obtained
from The Bank of New York Mellon, except for the Local Agency Investment Fund (LAIF).
Market values for LAIF were provided by the State Treasurer’s Office. The market value
shown for the City’s LAIF investment represents the City’s contractual rights to its LAIF
account and does not represent the value of the underlying portfolio securities.

SUMMARY

Beginning Book Value $ 123,640,599.88

Deposits/Acquisitions 774,792.60
Withdrawals/Dispositions (113,979.02)
Ending Book Value $ 124,301,413.46

As of February 28, 2018, the City had adequate cash reserves necessary to meet its
obligations for the next six months.

There were no securities matured, purchased, sold, or called during the month of February
2018.



COMPLIANCE REPORTING

The City held two Lehman Brothers Medium-Term Corporate Notes in its investment portfolio.
The total amount invested in these two securities stated at cost was $5,049,700. Lehman
Brothers filed for bankruptcy protection status on September 15, 2008 and the debt rating fell
from A2 to B3- on that date. The market value loss of $4,107,075 for the securities was
recorded on the City’s general ledger in September 2008, and is updated annually.

In April 2011, the City joined the Ad Hoc Group of Lehman Brothers Creditors to help
maximize the recovery through bankruptcy proceedings and to protect the City’s interest in
the Lehman Brother’s bankruptcy. The Ad Hoc Group filed a “Creditor’s Plan” with the U.S.
Bankruptcy Court in Manhattan which would provide a better recovery to creditors of the
original Lehman parent company while offering a smaller payout to some creditors of Lehman
subsidiaries. On December 6, 2011, the Bankruptcy Court entered an order confirming the
Debtors’ Chapter 11 Plan. The following table summarizes the distributions received:

Distributions:

April 14, 2012 $ 301,889.87
October 1, 2012 192,024.40
April 4, 2013 250,360.80
August 30, 2013 59,207.00
October 3, 2013 289,015.00
April 4, 2014 320,756.26
October 2, 2014 232,982.52
April 2, 2015 160,218.22
October 1, 2015 119,813.94
March 31, 2016 34,220.07
June 16, 2016 50,164.61
October 6, 2016 84,994.61
December 14, 2016 6,626.66
April 6, 2017 65,699.67
October 5, 2017 44,370.21
December 6, 2017 59,360.07

Total $2,271,703.91

The City estimates the value of Lehman Brothers investment claim held in escrow with
Lehman Brothers Holdings, Inc. semi-annually. These estimates are primarily based on cash
distributions that have been received to date as well as distributions anticipated in the future.
To date, the City has received 45 cents of every dollar invested originally in the Lehman
Brothers investments. As of February 28, 2018, staff estimated the value of the Lehman
Brothers investment claim at $126,448.78. The current estimates for recoveries through the
bankruptcy proceedings are unknown.



As of February 28, 2018, the investment portfolio was in compliance with the City's adopted
investment policy and applicable state laws in all other respects during, and as of, the end of
the reporting period. '

If you have any questions or need additional information, feel free to contact me directly.

KNT!—N ﬁAFF.ER‘rY

Interim Finance Director

Attachments: 1 — Pooled Cash and Investments by Fund as of February 28, 2018
2 — General Fund Cash Position over the past five calendar years
3 — Investment Report for the month of February 2018




ATTACHMENT 1

POOLED CASH AND INVESTMENTS BY FUND
AS OF FEBRUARY 28, 2018

FUND NO FUND NAME AMOUNT

101 General Fund $ 35,685,783.87
201 Special Gas Tax Fund 8,057,617.24
202 Prop. 172 - Public Safety Fund (160,066.09)
203 Air Quality Improvement Fund (AB 2766) 278,811.80
205 HUD -HOME Program-HOME Investment Partnership Act 194,083.00
207 HUD -Community Development Block Grant Program Fund 24,127.85
208 Park Development Fees Fund 5,111,539.49
209 Drainage Fees Fund 2,258,896.85
213 Supplemental Law Enforcement Services Fund (SLESF) (54,304.96)
214 Traffic Impact Fees Fund 3,765,317.75
216 Rental Rehabilitation Program Fund 99,170.50
217 Narcotics Forfeiture Fund 482,734.76
218 Fire System Development Fees Fund 233,779.16
219 Local Law Enforcement Block 31,983.32
220 Office of Traffic Safety (70,062.28)
222 Costa Mesa Housing Authority 1,070,984.10
223 Costa Mesa Housing Authority Civic Center Barrio 517,318.89
401 Capital Improvements Fund 22,518,346.25
403 Measure "M" Construction Fund 406,025.78
409 Vehicle Parking District #1 Fund 23,879.46
410 Vehicle Parking District #2 Fund 45,421.93
413 Golf Course Improvement Fund 82,118.39
414 Measure "M" Turnback Fund 157,900.93
415 Measure "M" 2 Construction Fund (749,080.71)
416 Measure "M" 2 Fairshare Fund 6,533,670.70
417 Jack Hammett Sports Complex Capital Improvement Fund 166,569.51
418 Lion's Park Proj 2017 Bond Fund (644,027.15)
601 Equipment Maintenance and Replacement Fund 1,309,436.84
602 Self-Insurance Fund - Liab/W.C./Unemployment 8,698,531.49
603 IT Replacement Fund 3,161,656.78
701 Deposits 4,297,360.03
704 CFD 91-1 Fund 2,161.91
705 Costa Mesa Community Foundation 134,099.76
755 Police Retirement - 1% Supplemental 65,243.75

Total Pooled Cash & Investments $ 103,737,030.90

*:

*

*

Council has designated the following items in General Fund balance:
- $14.125 million for emergency reserve
- $2 million for self-insurance reserve

Reconciliation of Total Pooled Cash & Investments to Portfolio Total End Cost Value:

Total Pooled Cash & Investments $ 103,737,030.90
Market Value Adjustment 65,208.90
Cash Held in Trust 20,499,173.66

Portfolio Total End Cost Value (Attachment 3) $ 124,301,413.46

*

*%



ATTACHMENT 2

GENERAL FUND CASH POSITION

The City’s General Fund receives its most significant revenues, such as sales tax and property tax,
several times during the year. However, it pays for majority of the City’s operational expenditures
throughout the year. The in-flows and out-flows of the General Fund cash are closely monitored
by Finance staff. The flowing is a summary of the General Fund historical ending cash balances
over the past five calendar years:

HISTORICAL TREASURER'S REPORT GENERAL FUND CASH
BALANCE (IN MILLIONS)
CY 2014 CY 2015 CY 2016 CY 2017 CY 2018
January $33.8 $34.1 $29.8 $46.3 $27.8
February 31.7 32.8 29.8 455 35.7
March 28.6 31.9 31.7 38.5
April 35.6 34.9 40.1 46.2
May 44.4 44.3 47.8 51.0
June 41.8 41.7 457 47.0
July 34.5 314 415 32.2
August 31.8 31.9 41.0 34.0
September 27.3 28.7 39.8 29.0
October 24.2 25.1 38.5 15.1
November 19.1 26.1 39.7 17.2
December 26.6 25.2 40.8 22.3
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As indicated in the above graph, the General Fund’s cash balance typically peaks at May of each
year and dips to the lowest point around October and November. Overall, the General Fund’s cash
balance has been steadily increased comparing to the same time period in prior years. All other
activities appear reasonable and consistent with staff’s expectations.
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