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MEETING DATE: 12/06/2016 

ITEM NO: 8 

 
   

 

DATE:   NOVEMBER 17, 2016 

TO:   MAYOR AND TOWN COUNCIL 

FROM:  LAUREL PREVETTI, TOWN MANAGER  

SUBJECT:  RECEIVE THE FIRST QUARTER INVESTMENT REPORT (JULY THROUGH 

SEPTEMBER 2016) FOR FISCAL YEAR 2016/17 AND ACCEPT THE 

RECONCILED DEMAND ACCOUNT BALANCES (FEBRUARY THROUGH JUNE 

2016) AS RESTATED FOR JUNE 30, 2016.   

 
RECOMMENDATION: 
 
Receive the First Quarter Investment Report (July through September 2016) for Fiscal Year 
2016/17 and accept the reconciled demand account balances (February through June 2016) as 
restated for June 30, 2016. 
 
BACKGROUND: 
 
At its November 21, 2016 meeting, the Council Finance Committee heard public testimony, 
reviewed, and discussed the First Quarter Investment Report (Attachment 1) and the corrected 
February through June 2016 Reports (Attachment 2).  Most of the written public comments 
(Attachment 3), verbal testimony, and Committee discussion focused on the corrected reports.  
Attachment 4 contains staff responses to the questions raised in written public comments.  
These responses were provided verbally to the Committee.  The Committee acted to move 
these Reports forward to the Town Council based on the information provided at the 
Committee meeting.  
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DISCUSSION: 
 
Attachment 1 contains the First Quarter Investment Report (July through September 2016).  
The Town’s weighted portfolio yield of 0.84% for first quarter) is still outperforming the Local 
Agency Investment Fund (LAIF) yield of 0.63% (difference of 21 basis points).  Therefore, staff 
continues to replace matured or called investments with similar investments with respect to 
maturity and credit quality.  For the quarter, the Town’s weighted average rate of return 
lowered by 1 basis point from 0.85% rate earned in the fourth quarter of FY 2015/16.   
 
The economic climate remains guardedly optimistic with signs of moderate growth in the gross 
domestic product (GDP).  The United States GDP expanded at a 1.4% rate in the second quarter 
(April through June 2016), up from the first quarter’s rate of 1.1%.  The increase beat analysts’ 
expectations.  Consumer spending, the most important component of economic growth 
remained nearly unchanged.  The Federal Reserve governors continue to give signals that the 
economy may warrant an interest rate increase as some point early next year.   
 
Staff continues to concentrate on short-term (two years or less in maturity) for its new 
investments with a potential shift from treasuries as they mature to high quality corporate 
medium term notes (higher yield).  All investments are consistent with the Council adopted 
Investment Policy. 
 
Corrected Demand Account Balances:  Staff discovered through its own internal control bank 
reconciliation process that there was an error in the treasurers’ cash worksheet beginning in 
February 2016 that caused the demand account (checking) balances to be reported too low in 
the Investment Reports submitted for February through June 30, 2016 of this year.  The 
spreadsheet column for bank wires for the month erroneously omitted the wired in cash 
receipts for the monthly total cash receipts.   
 
Specifically, in February 2016 staff created a separate column on the treasurer’s cash 
worksheet for bank wire, breaking them out for tracking purposes for the Town’s books, but 
this column was erroneously omitted from the formula determining monthly total cash receipts 
shown on the investment report.  As a result, cash receipt totals previously reported need to be 
corrected by increasing 2016 calendar year receipts for February ($925K), March ($1.77M), 
April ($4.55M), May ($1.1M), and June ($4.6M).  The correction is for the cash receipts totals on 
the Investment Reports only.  
 
This error impacted the Investment Report only.  There was no impact to the actual investment 
balances presented in the Report or the actual general ledger cash account balances.  There 
was no loss of interest or any corrections required to be made to the invested balances  
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DISCUSSION (Continued): 
 
reported on the prior quarterly reports.  There was no impact or correction required for in the 
Town’s official books and records.  All receipts, disbursements and demand account balances 
for the year included the cash wires in were correctly stated on the Town’s books.  The error 
also had no impact on the actual investment balances (other than the demand accounts) 
presented in the Report.  They too were correctly stated for each month of the year on the 
Town’s books.   
 
Unrelated to the error discussed above, there is also a year-end revision to the historical cost of 
cash and investments of $105,410.66 based on a final third party audit to recognize annual 
amortization of premiums and discounts on the portfolio, prepaid interest adjustments, and 
other standard bank reconciliation adjustments resulting from completed bank reconciliations 
for the entire FY 2015/16.   
 
This error and corrective actions to aid in preventing a future error were discussed in detail 
with the Town Council Finance Committee at its meeting on November 21, 2016.  Attachment 4 
contains detailed staff responses to questions in this regard. 
 
CONCLUSION: 
 
Staff recommends that the Town Council receive the First Quarter Investment Report (July 
through September 2016) for Fiscal Year 2016/17 and accept the corrected reports (February 
through June 2016) as restated for June 30, 2016. 
 
ENVIRONMENTAL ASSESSMENT: 
 
This is not a project defined under CEQA, and no further action is required. 
 
Attachments: 
1. First Quarter Investment Report for FY 2016/17 (July through September 2016) 
2. Updated FY 15/16 Investment Report second pages (February  through June 2016) to 

reflect cash wire receipts and year-end revision 
3. Public comments received on November 21, 2016 
4. Staff responses to  questions received from the public  
 










































