AUDIT COMMITTEE
SPECIAL MEETING

CITY OF FOSTER CITY

PURSUANT TO GOVERNOR NEWSOM'S EXECUTIVE ORDER N-29-20, THE MEETING
WILL BE HELD BY TELECONFERENCE AND/OR VIDEO CONFERENCE ONLY.

Join Zoom Meeting
https://fostercity-org.zoom.us/j/87854176515

Or Telephone:
US: +1 669 900 6833 or +1 408 638 0968
Webinar ID: 878 5417 6515

THE PUBLIC MAY PARTICIPATE BY SUBMITTING COMMENTS ON ANY AGENDA ITEM
VIA EMAIL PRIOR TO OR DURING THE MEETING BY SENDING THOSE COMMENTS TO
PUBLICCOMMENT-AUDIT@FOSTERCITY.ORG

TELECONFERENCE PARTICIPANTS
AUDIT COMMITTEE MEMBERS MICHAEL BARRY, KEERTHANA SWAMINATHAN, BOB
BUYERS, FALGOON DESAI AND CHAIR CINDY WANG WILL PARTICIPATE BY
TELECONFERENCE PURSUANT TO GOVERNOR NEWSOM’S EXECUTIVE ORDER N-25-
20

PURSUANT TO RALPH M. BROWN ACT, GOVERNMENT CODE SECTION 54953, ALL
VOTES SHALL BE BY ROLL CALL DUE TO AUDIT COMMITTEE MEMBERS MICHAEL
BARRY, KEERTHANA SWAMINATHAN, BOB BUYERS, FALGOON DESAI AND CHAIR
CINDY WANG PARTICIPATING BY TELECONFERENCE

ANY REQUEST FOR REASONABLE ACCOMMODATION SHOULD BE SENT TO
PUBLICCOMMENT-AUDIT@FOSTERCITY.ORG OR (650) 286-3224
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AGENDA

Wednesday, September 29, 2021, 7:00 PM

Call to Order

Roll Call

Public Comments

Minutes

a. Approval of April 22, 2021, minutes.
New Business

a. Directed Study on Comparison of the City’s Investment
Portfolio with Five Bay Area Cities.

Adjournment



Attachment - Agenda Item IV. a

AUDIT COMMITTEE
REGULAR MEETING MINUTES
City Hall, Conference Room 1D/EOC
610 Foster City Blvd, Foster City, CA 94404
Thursday, April 22, 2021

Pursuant to Governor Newsom’s Executive Order N-29-20, the meeting was
held by teleconference and/or video conference only.

L. Call to Order

The meeting was called to order at 7:00 pm by Chair Cindy Wang.
II. Roll Call

Assistant Finance Director Fiti Rusli called the roll call:

Members Present: Chair Cindy Wang, Vice Chair Bob Buyers,
Michael Barry, Keerthana Swaminathan and Falgoon Desai.

City Council Liaison Present: Patrick Sullivan
Maze & Associates: Grace Zhang, Partner
Staff Present: Peter Pirnejad, City Manager; Edmund Suen, Finance
Director; Fiti Rusli, Assistant Finance Director; Karen Li, Senior
Accountant
1. Introduction
a. New member of audit committee
A brief introduction from new Member Falgoon Desai.
Finance Director, Edmund Suen also introduced new City
Manager, Peter Pirnejad and new Audit Committee Liaison,

Patrick Sullivan.

IV. Public Comment — None
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Minutes

a. Approval of December 3, 2020 minutes.

Motion by Member Michael Barry, seconded by Chair Cindy Wang,
and carried by roll call vote, 5-0-0 to accept the Minutes of the Audit
Committee Meeting of December 3, 2020.

New Business

a. Auditor’s overview of Preliminary Audit for FY 2020-2021

Grace Zhang, Audit Partner of Maze and Associates provided an
overview of the preliminary audit for FY2020-2021.

Questions and comments from audit committee members and
responses from auditor on the preliminary audit ensued.

Consideration of FY2020-2021 Directed Study to be performed by
auditor (if any)

Finance Director Edmund Suen provided examples of Directed
Study performed by auditor in previous years.

Chair Cindy Wang opened a discussion on ideas for a directed
study. Discussion ensued on the directed study.

Motion by Chair Cindy Wang, seconded by Vice Chair Bob
Buyers, and carried by roll call vote, 4-0-0, with Keerthana
Swaminathan absent (she had to leave the meeting at 8:15 pm),
to do a study on Foster City’s investment returns and investment
policy in comparison with those of other neighboring cities.

Selection of November 2021 Audit Committee Meeting Date to
review drafts of the Comprehensive Annual Financial Report and
other reports

Motion by Member Michael Barry, seconded by Member
Falgoon Desai, and carried by roll call vote, 4-0-0, with
Keerthana Swaminathan absent (she had to leave the meeting at
8:15 pm), to set the next audit committee meeting date on
Tuesday, November 30, 2021 at 7:00 pm.

Adjournment

Hearing no objection from the members, Chair Cindy Wang
adjourned the meeting. Meeting adjourned at 8:51 pm.
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INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED UPON PROCEDURES FOR
CITY OF FOSTER CITY
INVESTMENT COMPARISONS
FOR THE QUARTER ENDED DECEMBER 31, 2020
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M\MAZE

& ASSOCIATES

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED UPON PROCEDURES FOR
CITY OF FOSTER CITY
INVESTMENT COMPARISONS
FOR THE QUARTER ENDED DECEMBER 31, 2020

City Manager and Finance Director
of the City of Foster City
Foster City, California

We have performed the procedures described below, which were agreed to by the City of Foster City (City), to
assist you in reviewing investment return comparisons with the five bay area cities, for the quarter ended
December 31, 2020. The City’s management is solely responsible for its investment. The sufficiency of these
procedures is solely the responsibility of the City. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been requested or
for any other purpose.

The procedures are listed as follows:
1. Investment Portfolio and Yield to Maturity (YTM)

We have obtained the investments compositions as of December 31, 2020 for five bay area cities. The cities’
yield to maturity (YTM) for each investment type, as well as the weighted average YTM, are presented in both
Table and Graph format for comparison purpose, however, we do not express any opinion for the comparison.
All data presented are either obtain from publicly available information downloaded from the cities’ websites,
or through audited financial data.

The cities are listed below:
A. Foster City

B. Belmont

C. Burlingame

D. Redwood City
E. Mountain View
F. Palo Alto

Please note that the portfolios of two Cities, Burlingame and Redwood City were managed by an independent
investment manager: PFM Asset Management LLC.

T 925.930.0902
Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 E Maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



e Comparisons in Table Format

1-Foster City 2-Belmont
o of Yield to o of Yield to
Investment Type Fair Value Portfolio Maturity Fair Value Portfolio Maturity
Securities of U.S. Government

US Treasury notes/bonds $ - 0.00% 0.00% $ - 0.00% 0.00%
Federal Agencies notes/bonds: 15,575,695 4.92% 1.57% - 0.00% 0.00%
Corporate notes/bonds - 0.00% 0.00% - 0.00% 0.00%
Negotiable Certificates of Deposit 2,488,239 0.79% 2.29% - 0.00% 0.00%
Certificates of Deposit (non-negotiable) 0.00% 0.00% - 0.00% 0.00%
Local Agency Investment Funds (LAIF) * 298,347,560 94.29% 0.54% 91,003,700 100.00% 0.54%
County Investment Pool - 0.00% 0.00% - 0.00% 0.00%
Califronia Asset Management Program (CAMP) - 0.00% 0.00% - 0.00% 0.00%
Money Market Mutual Funds - 0.00% 0.00% - 0.00% 0.00%
Asset-backed securities - 0.00% 0.00% - 0.00% 0.00%
Supranationals - 0.00% 0.00% - 0.00% 0.00%
Municipal bonds/notes - 0.00% 0.00% - 0.00% 0.00%
Total $ 316,411,494 100.00% 0.60% $ 91,003,700 100.00% 0.54%

*Includes $¥81,821,766 ot Levee G.0O. Bond Proceeds

3-Burlingame (by PFM)

4-Redwood City (by PEM)

% of Yield to %o of Yield to
Investment Type Fair Value Portfolio Maturity Fair Value Portfolio Maturity
Securities of U.S. Government
US Treasury notes/bonds $ 29,937,979 15.10% 1.90% $ 37,952,891 13.37% 2.16%
Treasury and Agencies: 50,263,239 25.35% 1.03% 59,791,529 21.07% 1.07%
Corporate notes/bonds 24,744,152 12.48% 2.17% 32,353,336 11.40% 2.26%
Negotiable Certificates of Deposit 7,380,764 3.72% 1.80% 12,918,929 4.55% 1.88%
Certificates of Deposit (non-negotiable) - 0.00% 0.00% - 0.00% 0.00%
Local Agency Investment Funds (LAIF) 72,825,705 36.73% 0.54% 55,120911 19.42% 0.54%
County Investment Pool - 0.00% 0.00% 67,536,412 23.79% 0.00%
Califronia Asset Management Program (CAMP) 589,202 0.30% 0.00% - 0.00% 0.00%
Money Market Mutual Funds - 0.00% 0.00% 612,465 0.22% 0.00%
Asset-backed securities 6,196,653 3.13% 2.41% 7419,248 2.61% 2.53%
Supranationals 2,999,166 1.51% 2.06% 4,674,790 1.65% 2.75%
Municipal bonds/notes 3,309,359 1.67% 1.33% 5,461,626 1.92% 1.47%
5-Mountain View 6-Palo Alto
% of Yield to % of Yield to
Investment Type Fair Value Portfolio Maturity Fair Value Portfolio Maturity
Securities of U.S. Government

US Treasury notes/bonds $ 329,796,839 41.89% 1.73% $ 10,824,020 1.95% 2.36%
Treasury and Agencies: 236,471,342 30.04% 1.41% 242,849,253 43.85% 1.61%
Corporate notes/bonds 49,764,809 6.32% 2.43% 22,920,804 4.14% 1.37%
Negotiable Certificates of Deposit - 0.00% 0.00% 39,396,148 7.11% 1.82%
Certificates of Deposit (non-negotiable) - 0.00% 0.00% - 0.00% 0.00%
Local Agency Investment Funds (LAIF) 115,884,902 14.72% 0.52% 53332419 9.63% 0.54%
Califronia Asset Management Program (CAMP) - 0.00% 0.00% - 0.00% 0.00%
Money Market Mutual Funds 165,685 0.02% 0.01% - 0.00% 0.00%
Asset-backed securities - 0.00% 0.00% - 0.00% 0.00%
Supranationals 44,867,303 5.70% 2.13% 14,635,600 2.64% 2.45%
Municipal bonds/notes 10,350,804 1.31% 4.83% 169,832,319 30.67% 2.41%




Comparisons in Graph Format
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2. Investments authorized by Cities’ Investment Policy

We have also obtained the types of investments authorized by each City’s investment policy.

All Cities’ investments are required to comply with the California state law, Government Codes and all
applicable local ordinances or policies. Each City may place further restrictions on its investments, adopted
annually by the City’s Council. Each City’s situation and financial condition is unique to itself, therefore, its

investment strategy and portfolio vary, depending on its emphasis on safety, liquidity, and yield.

Foster City adopts three primary objectives for the investment activities, in the order of priorities: a) Safety, b)

Liquidity, and c) Yield.

A. Foster City

Maxinmun Maxinmm
Maximmm — Percentage Investment
Authorized Investment Type Matuity  of Portfolio In One [ssuer

Local Agency Bonds 5 years 3% 5%
U.S. Treasury Obligations 5 years 100% 100%%
U_S. Agency Securities 5 years 100%% 50%
Bankers Acceptances 180 days 25% 5%
Commercial Paper 90 days 20% 5%
Negotiable Certificates of Deposit 5 years 30% 3%
Repurchase Agreements 1 year 50% 0%
Medinm-Term Notes 5 years 5% 5%
Shares of Beneficial Interest (Mutual Funds) N/A 10% 10%
Certificates of Deposit (non-negotiable) 1 year 10% Meax with FDIC
San Mateo County Pooled Investment Program N/A 10% 10%
State Local Agency Investment Fund (LAIF) N/A 100% $75.000,000
State Bonds 5 years 5% 5%



B. Belmont

*

Maximum
Ma ximum Minimum Credit Ma ximum % of Investment In
Authorized Investment Type Ma turity Quality Portfolio One |ssuer
Local Agency Municipal Bonds 5 years Nane None None
U.S. Treasury Obligations 5 years Nane None None
State of California and Other State
Obligations 5 years None None None
CA Local Agency Obligations 5 years Nane None None
U5, Agency Securities 5 years Mane Mone Mone
Bankers Acceptances 180 days Mone 40% I0%
Commercial Paper (pooled) 270 days Al /PL 40% 10%
Commercial Paper (non-pooled) 270 days Al/PL 25% 10%
Megotiable Certificates of Deposit 5 years Naone 30% None
MNon-Negotiable Certificates of
Deposit S5 years None None None
Placement Service Deposits 5years Nane 30% (A) None
Placement Service Certificates of
Deposit 5 years Nane 30% ([A) None
Repurchase Agreements 1vyear MNone Mone Mone
20% of base
Reverse Repurchase Agreements value of
and Securities Lending Agree ments 92 days Nane portfolio None
Medium Term Corporate Notes 5 years A 30% Nonea
Top rating
Mutual Funds NfA category 20% 10%
Top rating
Money Market Mutual Funds NJfA category 20% 10%
Collateralized Bank Deposits 5 years Nane Nane None
Mortgage Pass-Through Securities 5 years AA 20% None
County Pooled Investment Funds NfA None None None
Joint Powers Authority Pool /A Multiple None None
California Local Agency Investment
Fund MNfA None None S75M
Voluntary Investment Program Fund NfA Nane None None
Supranational Obligations [B) 5 years AR 30% None

{A) 30% maximum % of portfolio is for deposits and certificates of deposit combined.

{B) Onlythose obligations issued or unconditionally guaranteed by the International Bank for Reconstruction
and Development (IBRD), International Finance Corporation (IFC), and Inter-American Dewelopment Bank (IADB)

C. Burlingame

Acceptable investments authorized for purchase by the Finance Director/Treasurer are:
e US treasury obligations

Federal agency or US

Obligation of State of California or local agency within CA

Treasury notes or bonds

Bankers’ Acceptances

Commercial Paper

Negotiable Certificates of Deposits (CD)

Non-negotiable CD

Medium-term notes



Burlingame (continued)

Demand deposits

Passbook savings accounts

Share of beneficial interest issued by diversified management company
Mortgage back securities

Repurchase Agreements

Local Agency Investment Fund (LAIF)

San Mateo County Pool

Shares issued by a Joint Powers Authority

Guaranteed investment contracts

Supranationals

D. Redwood City

M aximum M azinmim
M aximunm Percentage Investment in

Authorized Investment Type M aturity of Portfolio One Issuer
United States Treasury Obligations 5 years No limit No limit
Federal Agency or Government Sponsored Enterprises (GSEs) N/A No Lt No limit
Local Agency Investment Fund N/A No Lt $75 Million
San Mateo County Pool N/A No Limit $75 Million
State and Local Agency Bonds N/A 20% 5%
Money Market and Mutual Funds N/A 20% 3%
Local Government Investment Pools N/A 20% No it
U.S. Medium-Term Notes 5 years 30% 5%
Mon-negotiable Certificates of Deposit 3 years 10% 2%
Negotiable Certificates of Dep osit N/A 30% 5%
Prime Conumercial Paper 270 days 25% 3%
Bankers® Acceptances 180 days 10% 2%
Eepurchase Agreements 90 days 10% 2%
Asset-backed Securities 5 years 20% 5%

Supranational Securities 5 years 30% 3%



E. Mountain View

The City Council is responsible for the regulatory oversight of the City’s cash and
investments pool. The City's Investment Policy and the California Government
Code permit investments in the following: Securities issued by the U.S.
Government or an agency of the U.S. Government, mortgage-backed securities,
commercial paper, banker's acceptances, medium term notes issued by US.
corporations, mutual funds invested in U.5. Government securities, certificates of
deposit, municipal bonds issued by the City or any of its component units, the
Local Agency Investment Fund (LAIF), and Supranational securities.

F. Palo Alto

Maximum Maximum
Maximum Minimum Percentage Investment in
Authorized Investment Type Maturity Credit Quality of Portfolio One lssuer
U.S. Government Securities 10 years (*) NSA Mo Limit Mo Limit
U.S. Federal Agency Securities (C) 10 years (*) NSA Mo Limit (A) Mo Limit
Certificates of Deposit 10 years (*) NSA 20% 10% of the par
value of
portfolio
Bankers Acceptances 180 days (D) N/A (D) 30% S5 million
Commercial Paper 270days A-1 15% S3 million (B)
Local Agency Investment Fund N/A N/A No Limit S50 million per
account
Short-Term Repurchase Agreements 1year NSA Mo Limit No Limit
City of Palo Alto Bonds N/A N/A No Limit Mo Limit
Money Market Mutual Funds N/A N/A (E) Mo Limit Mo Limit
Mutual Funds (F) N/A N/A 20% 10%
Megotiable Certificates of Deposit 10 years (*) NSA 10% S5 million
Medium-Term Corporate Notes 5years Al 10% S5 million
Bonds of State of California Municipal 10 years (*) AASAAZ 30% No Limit
Agencies & Other U.S. States
Supranational 5years AASAN2 20% 10% of the par
value of
portfolio
(A} Callable and multi-step securities are limited to no more than 25% of the par value of the portfolio, provided that: 1)

(B)

the potential call dates are known at the time of purchase, 2) the interest rates at which they "step-up" are known at
the time of purchase, and 3) the entire face value of the security is redeemable at the call date.

The lesser of $3 million or 10% of outstanding commercial paper of any one institution.



This agreed-upon procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. We were not engaged to and did not conduct an
audit or review, the objective of which would be the expression of an opinion or conclusion, respectively, on
the City’s investment. Accordingly, we do not express such an opinion or conclusion. Had we performed
additional procedures, other matters might have come to our attention that would have been reported to you.

skskoskoskoskok

This report is intended solely for the information and use of management and the City Council, and is not
intended to be and should not be used by anyone other than those specified parties; however, this restriction is
not intended to limit the distribution of this report, which is a matter of public record.

/ﬁ aze A< A(ssoa‘a&g

Pleasant Hill, California
August 23, 2021





