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City Council of the City .
of Sacramento

Sacramentc, California

Honorable Members in Session:

SUBJECT: Status Report 1982 TRAN Sale ,
July 7, 1982 Through October 1, 1982 (Status TRAN Report).

SUMMARY

Attached is the Status TRAN report.

RECOMMENDATION

This report is for your information and no specific action is required.
' Respectfu]ly submitted,

0.0

THOMAS FRIERY
City Treasurer

ey |  FILED
, By the City Cunc:l
Attachment Office of the City Clerk

For City Council Information: o
- NOovV 1 6 1982

WALTER J. SLIP(E;[ CIT§ Mﬁw_AGER' November 16, 1982
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TO: Budget and Finance Committee
' Honorable Members in Session

FROM: ‘Thomas P. Friery, City Treasurer

SUBJECT: Status Report City of Sacramento 1982 TRAN Sale
_July 7, 1982 through October 1, 1982

SUMMARY

For the period July 7,.1982 through October 1, 1982, the actual average daily cash
deficit position of the General Fund has been approximately $1.1 million per day.

On average, this deficit amount is approximately $700 thousand per day greater than
was originally estimated to Cauncil on June 8, 1982. However, it is brought to
your attention that the entire deficit occurred during the period September 4, 1982
through October 1, 1982 when the Genéral Fund deficit actually averaged approximately
$3.5 million per day versus original estimates of only $1.3 million per day (see
Attachment A).

On June 8, 1982 the Treasurer estimated financing costs of the TRAN issue to be

$70 thousand and investment return on TRAN proceeds to be 14.38 per cent, which
would produce a net benefit to the City of $380 thousand in addition to meeting
cash flow deficits. However, in actuality, financing costs were $56,146.38 and the
rate of -investment return through Octcber 1, 1982 has been 14.40 per cent.

‘The impact of the greater than. estimated General Fund Cash Deficit during this period
is that $23,236.58 less in interest income will be earned from our June 8, 1982 -
estimate. However, since financing costs were $13,853.62 less than est1mated the
net effect is that only $9,382.96 less will be earned on the 1982 TRAN issue or
approx1mately $371 thousand as opposed to the or1glna1 $380 estimate, on the
assumpt10n future General Fund deficits track previous estimates.

‘It is brought to your attention that presently General Fund cash flow deficits are
greater than originally estimated. However, it is emphasized that the intent of
the TRAN sale was to meet cash flow deficits on the General Fund and not earn
interest income.
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BACKGROUND

On June 8, 1982 the City Council approved the award of bid for the TRAN sale to
First Interstate Bank of California at a net interest cost .of 9.02%. At that.time
the City Treasury estimated that additional financing expenses of approximately

$70 thousand would be incurred in the issue which would raise the true interest cost

on the TRAN issue to 9.23%.

Further, the City Treasury estimated that the TRAN proceeds could be reinvested at-

a 14.38% rate of return for the period July 7, 1982 through June 29, 1983, and based'

on estimates of General Fund cash deficits as computed by the City Department of
Finance, a net benefit of $380 thousand would innure to the City after having met
the then projected General Fund cash flow deficits and the repayment of all interest
and costs associated with the TRAM sale.

In actua11ty, the financing expenses were $56,146.38 as opposed to the $70 thousand
originally estimated, which reduces the true jnterest cost of the TRAN sale from
9.23% to 9.11% and increases the potent131 for a net benefit from $380 thousand to
$394 thousand.

Further, as of this time the reinvestment program of the TRAN proceeds is producing
a rate of return of 14.40% as compared to our original estimate of 14.38%.

- However, in spite of these positive developments, the actual General Fund cash
deficit has averaged approximately $700 thousand per day greater than was estimated
for the period July 7, 1982 through Qctober 1, 1982. The impact of this phenomenum
is that an opportun1ty for approximately $23 thousand in investment income has been
Tost and it appears that the net benefit of this transaction will be $3?1 thousand
as opposed to the $380 thousand 0?1g1na11y estimated.

It is reemphasized that should the actual General Fund cash flow deficits remain
greater than projected, it may not be possible to earn the net benefit presently
estimated.

Following up the June 8, 1982 Council action awarding the TRAN sale, a report on
Cash Flow and Investment Results is provided as Attachment A.

My staff and I are here to answer any questions of the Budget and Finance Committee
regarding this issue.

RECOMMENDATION

It is recommended the Committee accept this report and forward the same to the full
Council for its information.

Respectfuily,
TPF/Tv : . : THOMAS PffFRI RY

Attachment City Treasurer
APPROVED FOR COMMITTEE INFORMATION:

SOLON WISHAM, JR.
‘Assistant City Manager
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BACKGROUND

On June 8, 1982 the City Council approved the award of bid for the TRAN sale to
First Interstate Bank of California at a net interest cost of -9.02%. At that time
the City Treasury estimated that additional financing expenses of approximately

$70 thousand would be incurved in the issue which would raise the true interest cost
on the TRAN issue to 9.23%.

Further, the City Treasury estimated that the TRAN proceeds could be reinvested at

a 14,38% rate of return for the period July 7, 1982 through June 29, 1983, and based
on estimates of General Fund cash deficits as computed by the City Department of
Finance, a net benefit of $380 thousand would innure to the City after having met
the then projected General Fund cash fiow deficits and the repayment of all interest
and costs associated with the TRAN sale.

In actua1ity, the financing expenses were $56,146.38 as opposed to the $70 thousand
originally estimated, which reduces the true interest cost of the TRAN sale from
9.23% to 9.11% and increases the potential for a net benefit from $380 thousand to
$394 thousand.

Further, as of this time the reinvestment program of the TRAN proceeds is producing
3 rate of return of 14.40% as compared to our original estimate of 14,38%.

However, in spite of these positive developments, the actual General Fund cash
deficit has averaged approximately $700 thousand per day greater than was estimated
for the period July 7, 1982 through October 1, 1982. The impact of this phenomenum
is that an opportunity for approximately $23 thousand in investment income has been
"Tost and it appears that the net benefit of this transaction will be $371 thousand
~as opposed to the $380 thousand 0r1g1na11y estimated.

ﬁlt is reemphasized that should the actual General Fund cash flow deficits remain

Fgreater than projected, it may not be possible to earn the net benefit presently
estimated.

F0110w1ng up the June 8 1982 Coanc11 act10n aﬁéfd1ng the TRAN sale, a report on
Cash Flow and Investment Results is provided as Attachment A.

My staff and 1 are here to answer any questions of the Budget and Finance Committee
regarding this issue.

RECOMMENDAT ION

It is recommended the Committee accept this report and forward the same to the full
Council for its information,

Respectfully,

Do, 04
TPE/1v THOMAS F. FRIHRY
Attachment City Treasurer

APPROVED FOR COMMITTEE INFORMATION:

SOLON WISHAM, JR.
Assistant City Manager



ATTACHMENT A

CASH FLOW AND INVESTMENT RESULTS
1982 CITY OF SACRAMENTQ
$11.3 MILLION TRAN ISSUE

{$000's Omitted) {$000's Omitted) ($000's Omitted)

CASH FLOYW Estimated Average Actual Average
, . : Daily Cash Balances Daily Cash
GENERAL FUND AVERAGE DAILY CASH POSITION As of July 1, 1982 Position Variance
“July 7 - July 30, 1982 1/% -0- $ -Q- 3 -0-
July 31 - September 3, 1982° T/ -0- -0~ -0-
September 4 - Qctober 1, 1082 (1,327) (3,341) (2.116)
Average for Perfod July 7/0October 1, 1982 3 (A7) $ (1,108)° % (681}

*i‘*'iti’***t******_ﬁ************t********‘**t****ﬁ****ﬁ*ﬁ.*t**ﬁﬁ****‘i""&*‘**-**it*ii*

INVESTMENT INCOME

ENTEREST INCOME EARNINGS FROM TRAN SALE

gj’P001 A & Other

Separately Earned Interest Income Total Interest TRAN Results

July 7 - July 30, 1982
July 31 - Septemner 3, 1982
September 4 - October 1, 1982

Total Income for Per1od July 7!0ctober 1, 1982

DEDUCT:

July 7 - July 30, 1982
" July 31 - September 3, 1982
September 4 - QOctober 1, 1982

Total Expenses & Caosts for Period July 7/

Financing Costs & Expenses

Interest Income Earned Income 7/7/82 Thru 10/1/82

$ 105,586.22 T§1,678.70 $107,264.92
153,979.89 1,139.68 155,119.57

117,006.14 6,676.51 123,682.65 ‘

§ 376,672,256 § 0,454.89 $386,067.14 $186,064.17
3/ TRAN Interest 4/ Financing Total Costs
Expense : __ Costs . & Expenses
$ {56,998.933 $ (3.??4.55} $(70,773.53)
97,706.84 5,504.55 {103,211.39)
78,165.47 4,403.63 {82,569.10)

..$(13,682.73) $(256,554.02) $(256,554.02}

October 1,

1982 ?{24?18?1.29!

GROSS INCOME PRIOR TO CONSIDERATION OF OPPORTUNITY
LOSS OF INTEREST INCOME DUE TO THE GENERAL FUKD

EXCESS CASH FLOW DEFICIT

$129,510.15

Loss of Interest
Income Due to
Estimate of Deficit

Loss of Opportunity
Interest Income Due
To VYariance in General

Total Opportunity
Lass of Income

DEDUCT: in July, 1982 " Fund Deficits Due to Deficits
TRAN Earning Rate July 7 - July 30, 1982 (14.504%) $ -0- % -0- $ =0-
TRAN Earning Rate July 31 - September 31, 1982 (14,383%) -0 -0- ~0-
TRAN Earning Rate September 4 - Octeber 1, 1982 (14.315%) 14,572.28 23,236.58 37,808.86 _
1982 ' 4,572.78 . §23,236.5B) K $(37,808.86) $(37,808.86)

Tatal for Period July 1/0ctober 1,

Net Income from "TRAN" Sale for Period July 7 - Qctober 1, 1982

1
Z
3
3

etc, (costs are amortized daily).

$ 91,701.29

/ For purpeses af this report, we have cansidered only those months in which the Genera1 Fund was estimated to have a negative ba]ance

/ Includes interest income earned from fund balance participation in City Peol A and interest rate futures program,

/ Interest Expense on $11.3 million TRAN financing will be $996,609.78 for the 352 day period to end June 29, 1983 {expenses amortized daily}.
4/ Comprised of $56,146.38 of financing costs for Bond Counsel

Spectal Consultant, Financing Concultant, Paying Agent & Trustee, Printing, Mailing,

Ny



