
Oro Loma Sanitary District 
MEMORANDUM 

TO: Board of Directors 

FROM: Finance & Insurance Committee 
Directors Glaze and Walters 

DATE: May 17, 2019 

SUBJECT: MINUTES, MEETING OF MAY 17, 2019 

The Finance and Insurance Committee met on Friday, May 17, 2019 at 9:30 a.m. In attendance 
were Director Glaze, Director Walters, General Manager Warner, Finance Manager Wong and 
Accountant Gonzalez. There were no members of the public. Items discussed included the following: 

• MONTHLY FINANCIAL REPORTS, APRIL 2019 
The Committee reviewed the April 2019 financial reports and check register. All records were 
found to be in accounting compliance, and expenses were on reasonable target for the year-to
date interval. The cash and investment position was $32.1 million, $13.8 million higher than in 
June 2018, and $11.2 million higher than in April 2018 (due to bond funding). 

The following disbursement was reviewed and found to be in good order. 
• #63284 Clear Energy, Inc. $5,441.80 
• #63337 Wille Electric Supply $306.91 

The Committee recommended Board approval of the financial reports. 

• ECONOMIC ACTIVITY & MARKET RATES UPDATE 
The Committee reviewed a Wells Fargo commentary on current economic conditions. The trade 
war resulting from tariffs imposed on Chinese goods added considerable uncertainty to the 
financial market. Long-term yield fell slightly over the week. The District's overall investment yield 
in April 2019 was 2.167°/o. LAIF's interest rate was 2.445o/o. A CD and a Treasury Note from the 
bond proceeds matured in April. 

The Committee accepted the information. An excerpt of Wells Fargo's economic 
commentary and the summary of investment yields are attached to these minutes. 

• CALIFORNIA EMPLOYERS' RETIREE BENEFIT TRUST (CERBT) 
The Committee reviewed the CERBT statement for the quarter ended March 31, 2019, with an 
ending balance of $8,472,983.11. Investment earnings were $786,463 this quarter. 

The Committee accepted the information. 

• ATTORNEY'S INVOICE 
The Committee reviewed the April2019 attorney's invoice, in the amount of $2,108.16. 

The Committee accepted the invoice. 



Finance and Insurance Committee Minutes 
May 17, 2019 
Page 2 of2 

• ACCRUED COMPENSATED ABSENCES LIABILITY 

Staff provided information on the reporting of compensated absences. Past administrative 
practice has been to budget for vacation and floating time within salaries, as these hours belong 
to the 2080-hour work year. Unused time-off payable at separation are accounted for on the 
Balance Sheet as Accrued Liability. These pay outs are infrequent and immaterial compared to 
overall payroll. 

Director Glaze reflected on his time as Finance Director. At the City of Oakland, the potential 
liabilities were greater and cash was tighter. Arlene noted that she did a quick survey of other 
sanitary districts whose practices all mirrored our own. She also noted our accounting practice 
that is straightforward to administer, has minimal cash flow impact, and no policy implications. 
Staffs recommendation was to not change existing practice. The Committee acknowledged that 
alternate accounting practice would be suitable for a large organization and that including 
compensated absences at Oro Lorna was not required. 

The Committee accepted the information. 

• ANNUAL REVIEW OF CONTRACT WITH MEYERS NAVE 

The Committee reviewed staff's recommendation for fee increases effective July 1, 2019 for the 
legal contract with Meyers Nave. The proposed flat fee per Board meeting is $359, the hourly 
rate for general legal services is $270, and the litigation hourly rate is $282. CASA conference 
reimbursements are capped at $1,646 per year. These rates reflect a 3.9o/o increase from the 
existing fee structure, based on the 2018 CPl. 

The Committee concurred with the proposed. The amendment will be presented for Board 
approval in June. 

• GASB PRONOUNCEMENTS UPDATE 
The Committee received updates on current and new GASB pronouncements and their impact 
on the District's financial reporting. GASB Statement No. 89 - Accounting for Interest Cost 
Incurred Before the End of a Construction Period pertains to the recognition of debt interest 
incurred during construction as expense. GASB Statement No. 90 - Majority Equity Interests 
deals with the reporting of majority equity interest in a component unit as an investment. Both of 
these Statements have no impact on the District's financial reporting. 

The Committee accepted the information. 

• ADJOURNMENT 
There being no further business to come before the Committee, the meeting adjourned at 1 0:35 
a.m. 

ATTACHMENTS: 

• Wells Fargo Securities Commentary & Summary of Investment Yields 

F:\FINANCE\F&I\Minutes\2019\fi 05-17-19 min.doc 



Economics Group 

Interest Rate Watch 
Higher Tariffs-Lower Rates? 

President Trump's tweet last week 
announcing his intention to boost tariffs on 
Chinese goods to 25% from 10% and 
possibly extend tariffs to virtually all 
Chinese imports rattled the financial 
markets this week. The prior thinking was 
that the trade negotiations were making 
progress and that a formal agreement would 
be signed in mid-June. That still may 
happen, but the latest rift, which appears to 
have been brought on by the inability to 
agree on an enforcement mechanism, has 
reintroduced considerable uncertainty as to 
when and if an agreement will be reached. 

The lack of a trade deal and rise in tariffs will 
slow global economic growth even further' 
which means U.S. manufacturing activity 
and inflation are both likely to decelerate 
further as well. Long-term yields fell slightly 
over the week but the Treasury auctions 
went poorly, which has kept the slope of the 
yield curve solidly positive. With tariffs and 
the expanded trade war apparently 
worsening; the odds of a cut in the federal 
funds rate have increased. Federal funds 
futures currently imply two quarter-point 
rate cuts by the end of 2020. We currently 
have one rate cut, at the end of 2020, which 
might need to be pulled forward if the 
increased uncertainty causes real economic 
growth to slow, which seems likely. 

The remarkably tame inflation data give the 
Federal Reserve plenty of room to 
maneuver. Both the PPI and CPI data came 
in slightly below expectations during April. 
The headline CPI rose 0.3%, largely behind 
a big increase in gasoline prices. Prices 
excluding food and energy rose just 0.1%, 
however, which was below expectations. 
The core CPI has risen 2.1% over the past 
year but the core PCE deflator, which is the 
Fed's preferred price gauge, is up just 1.6%. 

While some Fed participants have raised 
concerns about lower inflation, the 
economy continues to show a great deal of 
resilience. Solid job growth and an 
unemployment rate of just 3.6% likely 
create a fairly high bar for the Federal 
Reserve to cut rates. That said, growing 
concerns about trade likely raise the bar 
even further on any potential rate hikes. 
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Credit Market Insights 
C&l Credit Crunch? 

U.S. bank respondents reported to the 
Federal Reserve that demand decreased 
among all major loan categories in the 
first quarter. Banks were more willing to 
extend credit, however, likely reflecting the 
notably more dovish stance among global 
central banks. Credit standards are reported 
in the Senior Loan Officer Opinion Survey 
(SLOOS), which is released by the Federal 
Reserve and asks participating banks to 
gauge lending practices and behaviors. 

Demand for Commercial & Industrial (C&I) 
loans was reported to be notably weaker in 
the first quarter. The net percentage of firms 
reporting strong demand for C&I loans from 
Large & Medium firms was -16.9%-the 
weakest since the Great Recession. Actual 
records of banks' balance sheets, tracked by 
the Fed's H.8 report, however, show credit 
is being extended. Indeed, C&I loans grew 
an annualized pace of 9.8% in Q1-2019. 
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The decreased demand hasn't yet translated 
into lower lending volumes, but could this 
be the start of a C&I credit crunch? With 
demand for C&I loans steadily declining 
since 2014, we do not expect a renewed 
pick-up in demand. But, banks eased 
standards for such loans in the first quarter, 
likely providing some incentive to firms for 
impending investment. We would need to 
see a large retrenchment in banks' 
willingness to extend credit, coupled with 
tightening of standards, before we became 
truly worried of a forthcoming suppression 
in C&I lending. 
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Source: Bloomberg LP, IHS Markit and Wells Fargo Securities 

Credit Market Data 
Week 4Weeks Year 

Mortgage Rates Current Ago Ago Aao 

30-Yr Fixed 4.10% 4.14% 4.17% 4.55% 
15-Yr Fixed 3.57% 3.60% 3.62% 4.01% 
5/1 ARM 3.63% 3.68% 3.78% 3.77% 

Current Assets 1-Week 4-Week Year-Ago 
Bank Lending (Billions} Change (SAAR} Change 'SAAR} Change 

Commercial & Industrial $2,342.2 -0.23°/o -7.09% 7.15% 
Revolving Home Equity $341.8 -11.51o/o -6.63% -7.44% 
Residential Mortgages $1,915.9 27.28°/o 9.77% 3.54% 
Commerical Real Estate $2,221.6 0.22°/o 2.19% 4.43% 
Consumer $1,530.6 7.49°/o 8.68% 4.70% 

Mortgage Rates Data as of 05/10/19, Bank Lending Data as of 04/24/19 

Source: Freddie Mac, Federal Reserve Board and Wells Fargo Securities 

6 



Economics Group Topic of the Week Wells Fargo Securities 

Topic of the Week 
Doubling Down on Tariffs 

The increase to 25% from 10% previously on $200 billion 
of various Chinese goods imports went into effect earlier 
today, and while some products in transit may be allowed 
in on a temporary basis, the hope that "cooler heads will 
prevail" was dashed once again. 

Still, a new deal with China could emerge soon and the 
administration had positive remarks about a letter 
received from Chinese President Xi Jinping. For now, 
however, the Chinese trade delegation leaves Washington 
without a deal in hand and amid heightened financial 
market anxiety. The VIX index, a measure of volatility, is 
nearing levels last seen in December's market swoon. 

For now, the $325 billion in new tariffs on other Chinese 
imported goods has not yet gone into effect. Though the 
President said those tariffs would go into effect "shortly" 
and would also be at the higher 25% rate, U.S. law 
requires public hearings and a comment period. 

Prior to the recent escalation from the President's tweets 
over the weekend, there had actually been something of a 
detente in the trade war, with China agreeing to buy more 
U.S. soybeans, for example. Soybean exports jumped by 
more than half a billion dollars in March, meaning 
exports of that crop alone accounted for about a quarter 
of the $2.1 billion increase in overall goods exports. This 
has occurred alongside a rebound in U.S. exports to China 
(top chart). This could reverse if a deal is not reached 
soon. 

Beyond just buying fewer U.S. soybeans, the Chinese 
government could increase the existing tariff rate on a 
variety of U.S. imported goods already subject to Chinese 
tariffs, which would likely put renewed pressure on U.S 
exports. 

The increased trade tension with China could lead some 
businesses to infer that the administration is potentially 
embarking on a more aggressive trade policy stance. The 
deceleration in business investment in equipment in 
recent quarters could reflect, at least in part, uncertainty 
related to trade policy (bottom chart). 

U.S. Exports of Goods to China 
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Source: U.S. Department of Commerce and Wells Fargo Securities 

Subscription Info 

Wells Fargo's Weekly Economic & Financial Commentary is distributed to subscribers each Friday afternoon by e-mail. 

To subscribe please visit: www. wellsfargo.com/ economicsemail 

The Weekly Economic & Financial Commentary is available via the Internet at www.wellsfargo.comjeconomics 

Via The Bloomberg Professional Service at WFRE. 

And for those with permission at www.wellsfargoresearch.com 
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Investment 

Portfolio 

LAIF $ 
UMB Bank-Cash $ 
UMB Bank-Investments $ 
Weighted Average $ 

Oro Loma Sanitary District 
SUMMARY OF INVESTMENT YIELDS 

February 2019 March 2019 

Value($) % Value($) 

4,231,175 2.392% $ 4,231,175 

259,652 0.010% $ 289,202 

April 2019 

% Value($) 0/o 

2.436% $ 7,270,358 2.445% 

0.010% $ 2,007,638 0.010% 

23,851,723 ~fs~~~ 2.277% $ 23,256,966 w:r~~u=g 2.275% $ 22,186,577 w:~==g 2.271 o/o 

28,342,550 2.273°/o $ 27,777,343 2.276% $ 31,464,573 2.167% 

F:\FINANCE\Monthly Reporting\FY 2018·19\lnvestment Yields 2019·04.xls 
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