FINANCE COMMITTEE MEETING

4:45 P.M.; MONDAY; AUGUST 27, 2012
CONFERENCE ROOM #1

CITY OFFICE BUILDING

Chair: Denis Anderson Members:

Vice Chair: Rick Fagerlie

AGENDA
1. Public Comment
2. Investment Policy/Portfolio
3. EDC Proposed Tax Levy
4, Review of Prior Year’s Budget and Staffing Reductions

5. Mayor’s Proposed 2013 Budget - Proposed Levy Increase
6. Reports — July 31 Rice Trust
7. Future Agenda Items
e Fund Balance Policy Discussion
e West Central Industries Conduit Financing
e ComGroups/CIPO — September 10
e Council Budget Workshops
8. Miscellany

9. Adjourn

Jim Dokken
Tim Johnson



Attachments: ___ Yes No

CITY OF WILLMAR, MINNESOTA CITY COUNCIL ACTION
REQUEST FOR COMMITTEE ACTION Date: September 4 2012
Meeting Date: August 27, 2012 E’é’t‘;‘;‘ded [] Tabled

Originating Department:  City Clerk-Treasurer

Action Requested: Motion to Amend the Investment Policy

Guiding Principle: Investment Policy

Agenda Item: Reconsideration of Investment Policy: 40% Investment Rule

Background/Justification:

Investment Policy
Section 11.0 Diversification:

The City will diversify its investments by security type and institution. No more than 40% of the City’s total
deposits will be invested in a single security type or with a single financial institution or broker/dealer on the
day of purchase.

From the Bloomberg Report of August 17, 2012

The U.S. Treasury Department is changing how Fannie Mae and Freddie Mac pay taxpayers for the
government’s stake in the firms, ending a system that sometimes required them to pay more in dividends than
they earned.

The mortgage companies, which have drawn $190 billion in aid since being seized by U.S. regulators in 2008,
will now pay any quarterly profits to the Treasury, according to a statement released by the agency today. The
change ends a system where the companies paid quarterly dividends of 10 percent on the government’s nearly
80 percent stake.

Fannie Mae, based in Washington, and Freddie Mac of McLean, Virginia, will also be required to shrink their
Investment portfolios by 15 percent annually, up from 10 percent, according to the Treasury statement.

“We are taking the next step toward responsibly winding down Fannie Mae and Freddie Mac, while continuing
to support the necessary process of repair and recovery in the housing market,” Michael Stegman, counselor
to the secretary of the Treasury for housing finance policy, said in the statement.

Both Fannie Mae and Freddie Mac this month reported second-quarter profits even after paying dividends to
Treasury, marking the first time either company had enough revenue to avoid taking a Treasury draw since the
first quarter of 2011.

“They’re getting ready for the end of 2012 when there are limits on how much Treasury can advance in the
form of preferred stock, so this is a way to economize on that limit,”

The arrangement may erase any incentive the firms have to try to be profitable, said Tim Rood, a managing
director at the Collingwood Group, who compared it to “indentured servitude.”




“Their incentive now is simply as an employee,” Rood said in a telephone interview. “Their incentive before
was to be a part of something that has a future.”

The Treasury said it is also requiring the government-sponsored enterprises on an annual basis to submit
plans on their actions to reduce taxpayer exposure to mortgage credit risk for their guarantee book business
and retained portfolio.

Republicans in Congress have called for an end to the two taxpayer-owned companies, which now own or
guarantee about 60 percent of U.S. home loans. Treasury Secretary Timothy F. Geithner has said he will
propose a plan to overhaul housing finance that will include dismantling or altering Fannie Mae Freddie Mac.

This new direction with the housing agency notes will soon prevent city staff from complying with the
40% diversification rule and it should be removed or at the least become a less binding threshold.
Diversification options will be fewer and fewer while the U.S. Government overhauls the borrowing of

money for America’s housing needs.

Fiscal Impact:

Alternatives: Deny

Staff Recommendation: Approve

Signature:

Preparer: City Clerk-Treasurer
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2 Executive 40% Investment Rule Request.Doc
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CASH/INVESTMENT PORTFOLIO AS OF DECEMBER 31, 2011

BANK
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
MSSB
Wells Fargo
Wells Fargo
MSSB
MSSB
MSSB
MSSB
MSSB
Wells Fargo
Wells Fargo Advisors
Wells Fargo
Wells Fargo Advisors
Wells Fargo Advisors
Wells Fargo Advisors
Wells Fargo
uUBSs
UBS
Wells Fargo Advisors
MSSB
Wells Fargo Advisors
UBS
uBS
Wells Fargo Advisors
Wells Fargo Advisors
UBS
Wells Fargo

TOTAL INVESTMENT

Heritage Bank
Heritage Bank
Heritage Bank
Heritage Bank

SECURITY
TYPE

CD-36959HAX5
CD-36959HFT9
CD-05568PND5
CD-591557DP5
CD-70153RGY8
CD-02580VDAO
CD-02586TDA9
CD-36159CGNO
CD-381426XZ3
CD-36160TFS0
CD-795450HC2
CD-140653G26
CD-02004MU84
CD-36159CUU8
FHLB-313375AB3
FNMA-3136FTPC7
CD-36160TE51
CD-06740KFC6
CD-38143ADT9
CD-02587DJS8
FNMA-3136FPTT4
FNMA-3136FPCL9
FHLB-313371E85
FFCB-31331KQ94
FNMA-3136FREX7
FNMA-3136FRL76
FHLB-313375DV6
FHLB-313375JV0
FHLMC-3134G2H47
FHLMC-3134G2H47
FHLB-313375TN7
FHLMC-3134G2U75
FHLMC-3134G2U75
FHLMC-3134G2Y97
FNMA-3136FTGFO0
FHLB-313376BX2
FHLMC-3134G24B5
FHLMC-3134G3AJ9
FHLMC-3134G3AJ9

Low Activity Ckg
Small Bus Ckg/L.Forf
Small Bus Ckg/Cafet.
Commercial Ckg

MATURITY

DATE
01/31/2012
06/27/2012
12/31/2012
10/07/2013
10/15/2013
12/24/2013
12/24/2013
12/30/2013
12/31/2013
01/23/2014
01/23/2014
01/28/2014
10/08/2014
10/08/2014
03/02/2015
11/28/2016
12/09/2016
12/14/2016
12/14/2016
12/15/2016
10/29/2018
08/25/2020
10/29/2020
11/09/2020
04/12/2021
08/24/2021
09/09/2021
09/23/2021
09/30/2021
09/30/2021
10/12/2021
10/25/2021
10/25/2021
10/26/2021
10/27/2021
11/23/2021
11/23/2021
12/13/2021
12/13/2021

None
None
None
None

TOTAL PORTFOLIO FOR DECEMBER 31, 2011

* Par Value is not equal to Purchase Amount

- . Y. -1 ¥ 1.
C«(P’;L Oalance, \(\’J O¢«sSed TS

1 ([
Convn €

INTEREST
RATE
0.010%
0.300%
3.600%
1.150%
1.250%
4.750%
4.750%
4.100%
4.000%
3.400%
3.500%
3.500%
1.750%
1.700%
1.150%
1.000-4.000%
2.100%
1.950%
2.050%
2.050%
2.000-5.500%
2.250-5.000%
2.000-10.000%
2.800%
3.250-6.500%
2.000-6.000%
2.000-10.000%
2.250-8.000%
2.250-6.000%
2.250-6.000%
2.000-8.000%
2.250-8.000%
2.250-8.000%
2.000-8.000%
2.000-6.000%
2.000-6.000%
2.500-5.000%
2.500-6.000%
2.500-6.000%

0.200%
0.100%
0.100%
0.100%

PAR VALUE MARKET VALUE
$ 2,000,000.00 1,999,940.00
1,000,000.00 998,250.00
96,000.00 98,178.24
245,000.00 243,716.20
245,000.00 244,132.70
96,000.00 101,686.08
96,000.00 101,686.08
96,000.00 100,511.04
96,000.00 100,216.32
96,000.00 99,682.56
96,000.00 99,380.16
96,000.00 99,402.24
150,000.00 149,794.50
150,000.00 149,592.00
1,000,000.00 1,000,017.00
2,000,000.00 2,000,316.00
150,000.00 148,258.50
245,000.00 240,438.10
150,000.00 147,904.50
150,000.00 147,903.00
1,000,000.00 1,000,930.00
1,000,000.00 1,001,992.00
3,500,000.00 3,499,265.00
2,000,000.00 2,004,066.00
2,250,000.00 2,261,767.50
1,000,000.00 1,000,150.00
1,000,000.00 1,000,190.00
1,750,000.00 1,753,458.00
2,000,000.00 2,002,100.00
3,000,000.00 3,003,150.00
2,000,000.00 2,004,840.00
4,000,000.00 4,008,360.00
3,000,000.00 3,010,560.00
1,000,000.00 1,005,760.00
1,000,000.00 1,003,520.00
4,000,000.00 4,000,560.00
2,000,000.00 2,002,020.00
2,000,000.00 2,005,120.00
1,000,000.00 1,002,559.00
$  46,753,000.00 $ 46,841,372.72
7,801,331.83 7,801,331.83
53,742.92 53,742.92
5,003.60 5,003.60
(397,226.10) (397,226.10) ¢
$ 54,215,852.25 $ 54,304,224.97

¥

b
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INVESTMENT BREAKDOWN

12/31/2011 Investment Breakdown By Fund After Fair Market Value Adjustment

101
200
207
208
220
234
295
206
301
302
303
304
305
306
307
308
309
310
311

312
327
350
411

417
427
430
450
651

741

742
811

12/31/2011

$ .
RECEIPT BREAKDOWN:
$ 5
Code: ***,109000
Investment Additional Cashed-In Fair Market Fair Market Investment
Balance Investment Investment Value Loss Value Gain Balance

General $ 9,738,460.80 $ 9,738,460.80
Economic Develop Rev. $ 76,778.31 $ 76,778.31
W.RAC.-8 $ 524,537.50 $ 524,537.50
Conv. & Visitor's $ 226,011.30 $ 226,011.30
Local Option Sales Tax $ 3,723,406.32 $ 3,723,406.32
Library Improvement Res $ 209,024.35 $ 209,024.35
Community Investment  $ 8,942,209.98 $ 8,942,209.98
Public Works Reserve  $§  415,333.53 $ 415,333.53
D.S.-2001 Bond $ 170,288.01 $ 170,288.01
D.S.-2002 Bond $ 418,213.07 $ 418,213.07
D.S.-2003 Bond $ 100,155.53 $ 100,155.53
D.S.-2004 Bond $ 180,842.29 $ 180,842.29
D.S.-2005 Bond $ 297,801.54 $ 297,801.54
D.S.-2006 Bond $ 17,590.00 $ 17,590.00
D.S.-2007A Bond $ 1,124,632.52 $ 1,124,632.52
D.S.-2008 Bond $ 328,992.99 $ 328,992.99
D.S.-2009 Bond $ 129,042.59 $ 129,042.59
D.S.-2010 Bond $ 469,288.82 $ 469,288.82
D.S.-2011 Bond $ 270,876.93 $ 270,876.93
D.S.-2012 Bond $ 99,242.38 $ 99,242.38
D.S.-2007B Bond $ 84,407.08 $ 84,407.08
Hospital Debt Service $ 5,856,208.36 $ 5,856,208.36
C.P.-2011 S.AB.F. $ 289,632.13 $ 289,632.13
C.P.- Surface Water $ 200,270.14 $ 200,270.14
C.P.-2007B S.A.B.F. $ 1,423,219.88 $ 1,423,219.88
C.P.-Airport Developmt ~ $ 684,341.84 $ 684,341.84
Capital Improvements $ 3,382,216.76 $ 3,382,216.76
W.T.P. $ 6,342,843.30 $ 6,342,843.30
Office Services $ 137,620.54 $ 137,620.54
P.I.R. $ 938,684.37 $ 938,684.37
Trust & Agency $ 39,199.56 $ 39,199.56
Total $ 46,841,372.72 5 - - - $ 46,841,372.72

Interest Earnings
Interest Prepaid/Rcvble
Capital Gains

Fair Market Value Incr.

Fair Market Value Decr

101.38351.3002
101.137000

101.38351.3015
101.38351.3017
101.41428.0884




WILLMAR e

City Office Building
Box 755
Willmar, Minnesota 56201

320-235-4984
FAX: 320-235-4917

2011 Interest/Dividends Received By Institution

2011 2010

Institution October November December Year-To-Date Year-To-Date

Franklin Templeton $ - $ - $ - $ 1,878.50 $ 2362150
Heritage Bank $ 2,367.67 $ 1,953.56 $  1,44547 $ 13,998.88 $ 27,192.00
Morgan Stanley Smith Barney $ 15,542.65 $ - $ 457250 $ 181,452.71 $ 243,563.83
uBS $ 22,500.00 $ : $ - $ 227,763.89 $  220,749.90
Wells Fargo $ - $ 39,000.00 $ 22,500.00 $ 229,750.00 $ 386,411.11
Wells Fargo Advisors $ 81,562.50 $ 20,000.00 $ = $ 404,323.79 $ 377,971.94
Totals $ 121,972.82 $ 60,953.56 $ 28,517.97 $ 1,059,167.77 $ 1,279,510.28

Willmar

A-America Gily
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