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TO:  North County Library Authority (NCLA) Commission 
 
FROM:  Marcie Scott, Liaison 
 
DATE:  April 29, 2019 
 
SUBJECT: NCLA Review of Investment Strategy 
 
 
Summary 
 
The PFM Group will present information about the current investment fund they manage on 
behalf of the City of Los Altos, which includes NCLA monies, as well as their California Asset 
Management Program (CAMP).   
 
Background 
 
The NCLA Board discussed investment of NCLA funds at the February 25, 2019 meeting.  A copy 
of the staff report, a fund performance chart and the City of Los Altos Investment Policy is 
attached as supplemental information from that meeting. 
 
In September 2016, NCLA invested $3,132,000 in the investment fund held by the City of Los 
Altos and managed by PFM.  The Board has expressed interest in reviewing the fund performance 
and evaluating alternative investment options.   
 
 
Attachments: 

§ Staff Report dated February 25, 2019 
§ Portfolio Performance chart 
§ City of Los Altos Investment Policy 
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TO:  North County Library Authority (NCLA) Commission 
 
FROM:  Marcie Scott, Liaison 
 
DATE:  February 25, 2019  
 
SUBJECT: Financial Summary 
______________________________________________________________________________ 
 
Summary 
 
The NCLA Board adopted the budget for FY 18-19 on May 14, 2018.  The primary revenue source 
is the Library Parcel Tax.  Interest earnings on funds invested in a professionally-managed 
investment portfolio are the other source of revenue, with earnings varied based on portfolio 
performance.  
 
Expenditures to date are consistent with budget expectations, but may increase in this Fiscal Year 
as the Los Altos Library Redevelopment Project moves forward.   
 
Operating Budget 
 
Updated financial information will be provided by City Finance staff six weeks after the close of 
each quarter.  The next update is scheduled for mid-May 2019, which will be distributed at the 
May 20th meeting.  The Summary of Revenues and Expenditures is included as attachment 3a and 
lists additional information requested, to provide an overview of all financial information.   
 
If the Commission decides to allocate additional resources to the Library Redevelopment Project 
in the near future, it may be prudent to modify the FY 18-19 budget. 
 
Investment Performance 
 
Currently, NCLA holds money in a cash account, LAIF account, and in the City’s investment 
portfolio.  NCLA funds are allocated as follows: 
 

§ Cash      $750,479 
§ LAIF      $310,333 
§ Investment in City  $3,132,000 

portfolio 
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In September 2016 , $3,132,000 of NCLA funds were placed in the City of Los Altos investment 
portfolio.  The City’s portfolio is managed by professional investment firm PFM, but the custodian 
of funds is Union Bank.  All investment decisions made by PFM are guided by the City of Los Altos 
Investment Policy and California Government Code Section 53601.  The portfolio is invested 
primarily in bonds, consistent with requirements in these policies.   
 
Since the Fall of 2016, the investment market has changed.  Additionally, NCLA is determining 
how to proceed with the Los Altos Library Redevelopment Project.  Timing is favorable to reassess 
the best approach for NCLA funds given these two factors.   
 
A chart prepared by PFM, attachment 3b, demonstrates the performance of LAIF versus the 
investment portfolio.  The LAIF yield has been lagging behind the portfolio up until approximately 
April of 2018.  As the interest rate market has changed, LAIF has performed more favorably than 
the bond-focused portfolio over the last few quarters.   
 
No specific penalty would be assessed for a withdrawal of NCLA funds from the City’s portfolio.  
The annualized return for the portfolio for the general period of NCLA investment, is 
approximately 0.98%.  Should the Commission decide to make a change in allocation of NCLA 
funds, several options exist, including moving funds back into LAIF, or investing in a Joint Powers 
Authority investment known as the California Asset Management Program (CAMP).   
 
It is recommended the Commission meet with the PFM representative at a future meeting to 
discuss the portfolio performance and projections for future market conditions, as well as timing 
and options should the Commission wish to make a change in their allocation of funds.   
 
 
Attachments: 

(a) Summary of Revenues and Expenditures 
(b) Chart of Portfolio Performance prepared by PFM 
(c) City of Los Altos Investment Policy 
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