
 

 

 
 

 
 

 
   

 
   

    
  

   
 

  
      
          
        
        
        
      
       
        
      
       
     

 
  

      
      
4. Public Comment Period.  Please step up to the table and state your name and address for the 

record. 
 

5. Reports:  Water Items 
 5a) Water System Operations Report – Verbal (LS) 
 5b) Equivalent Lateral Water Main (ELWM) Fees (JA) 

 
 

6. Reports:  Finance 
6a) SPU Investment Performance Review/Economic & Market Update (KW) 

 6b) May 2023 Financials (KW) 
 
      
7. Liaison Report (JD) 
 
 
8. Reports:  Electric Items 
 8a) Electric System Operations Report – Verbal (BC) 
    
  
9. Reports:  General 
 9a) Marketing/Key Accounts Report – Verbal (SW) 
 9b) General Manager Report – Verbal (GD) 
  
  
10. Items for Future Agendas  
 
 
11. Tentative Dates for Upcoming Meetings    

- August 7, 2023 
 
12. Adjournment  

AGENDA
SHAKOPEE PUBLIC UTILITIES COMMISSION

SPECIAL  MEETING
July 10, 2023
  at 5:00 PM

1. Call to Order  at 5:00pm in the SPU Service Center, 255 Sarazin Street
1a)  Roll Call  (JK)

2. Communications

3.  Consent Agenda
C=>  3a)  Approval of May 15, 2023 Special Meeting Minutes (GD)
C=>  3b)  Approval of  June 5,  2023  Minutes  (GD)
C=>  3c)  Approval of  July 10,  2023  Agenda  (JK)
C=>  3d)  July 10, 2023  Warrant List (KW)
C=>  3e)  Monthly  Water Dashboard for  May  2023 (LS)
C=>  3f)  Nitrate Report (LS)
C=>  3g)  2023  Flushing  Program Progress  (LS)
C=>  3h)  APPA Safety Manual  –  17th  Edition (BC)
  APPA Safety Manual link
C=>  3i)  Annual Elections for the 2023-2024 Insurance Policy (KW)
C=>  3j)  License Agreement  with ISD 720 (GD &  RH)
C=>  3k)  Res #2023-18  A Resolution Setting The Amount Of The Trunk Water Charge, Approving Of

Its Collection and Authorizing Water Service to Certain Property Described as  Highview 
Park (JA)

https://shakopeeutilities.sharepoint.com/:b:/s/SPUPublicSite/EcNz2pW91XJIkkT1zrAW2C8BtwxTAdU0JCRxPWjc-a1b8Q?e=IEtWYx
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Market Update and 
Portfolio Review
Shakopee Public Utilities

612.371.3747

July 10, 2023



AgendaAgenda
▸Market Update 

▸ Portfolio Review



Market Update
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The Debt Ceiling Deal Is Done for Now

4Source: (top) Wall Street Journal, June 3, 2023 (bottom) Bloomberg, as of 6/5/2023.

Treasury Bills with maturities near the  
projected “X-Date”, or the date the 

Treasury was projected to default, at 
times traded near 7% which reflected 

greater uncertainty and risk



Fed’s Updated June Projections Reflect Stronger 
Economic Expectations for 2023

Source: Federal Reserve, latest economic projections as of June 2023. 5
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Fed Participants’ Assessments of ‘Appropriate’ Monetary Policy

Jun-23 FOMC Projections

Jun-23  Median

Fed’s “Dot Plot” More Hawkish

Source: Federal Reserve and Bloomberg. Individual dots represent each Fed members’ judgement of the midpoint of the appropriate target range for 
the Federal Funds rate at each year-end. 
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▸ Recent indicators suggest that economic activity has continued to expand at a 
modest pace. Job gains have been robust in recent months; the unemployment 
rate has remained low. Inflation remains elevated.

▸ The U.S. banking system is sound and resilient. Tighter credit conditions for 
households and businesses are likely to weigh on economic activity, hiring, and 
also inflation. 

▸ The Committee decided to maintain the target range for the Federal Funds rate at 
5.00% to 5.25%. Holding the target range steady at this meeting allows the 
Committee to assess additional information and its implications for 
monetary policy.

▸ The Committee will continue reducing its holdings of Treasury securities and 
Agency debt and Agency mortgage-backed securities.

▸ Powell in semiannual monetary policy testimony: Half-point of additional hikes a 
“good guess” of policy outcome.

June 14, 2023 FOMC Meeting Statement

FOMC Pauses (For Now)

7Source: Federal Reserve.
Highlights are changes compared the previous meeting statement.



Treasury Yields Move Upward on Possibility of 
Further Rate Hikes

Source: Bloomberg, as of 6/22/2023. 8
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Treasury Curve Rises Amid FOMC Decision 
and Comments

Source: Bloomberg, as of 6/22/2023. 9
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Sector Our Investment Preferences
C O M M E R C I A L  P A P E R

/  C D
T R E A S U R I E S

T-Bill

T-Note

F E D E R A L  A G E N C I E S
Bullets

Callables

S U P R A N A T I O N A L S

C O R P O R A T E S
Financials

Industrials

S E C U R I T I Z E D
Asset-Backed

Agency Mortgage-Backed
Agency CMBS

M U N I C I P A L S

Negative Slightly 
Negative Neutral Slightly

Positive PositiveCurrent outlook Outlook one quarter ago

Fixed-Income Sector Outlook – 2Q 2023

10



Portfolio Review



Interest Rate Risk

12

▸ Market values and interest rate movements are inversely related

▸ As interest rates rise or fall market values fluctuate; longer maturity = greater price volatility 

▸ Market value fluctuations will impact total return, which includes unrealized price depreciation 

Interest 
Rates

Market
Value

Market
Value

Interest 
Rates

Current 
Market 



May 31, 2023SPU Portfolio Characteristics

Information as of May 31, 2023.  Sector allocation excludes cash balances. Credit quality uses S&P rating, or Moody’s equivalent if not rated by S&P. 
Unrealized gains/(losses) are shown on an amortized cost basis.  Please see important disclosures.

13

PORTFOLIO STATISTICS

Book Value $51,376,262

Duration 1.09 Years

Yield at Cost 1.69%

Yield at Market 5.01%
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5%
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15%

20%

25%

30%

< 6 Mo. 6-12 Mo. 1-2 Yrs. 2-3 Yrs. 3-4 Yrs. 4-5 Yrs. Over 5 Yrs.

DURATION DISTRIBUTION

SECTOR ALLOCATION

T-Notes | 77%

Agencies | 5%

Agency MBS | 1%

Agency CMBS | 11%

Munis | 2%

CP | 6%

CREDIT QUALITY
AA+ | 93%

AA | 0.3%

AA- | 0.3%

A-1 | 6%

NR | 1%



Shakopee Public Utilities Portfolio Performance

1. Performance on trade date basis, gross (i.e., before fees), in accordance with the CFA Institute’s Global Investment Performance Standards (GIPS). 
2. Bank of America / Merrill Lynch Indices provided by Bloomberg Financial Markets. 
3. Includes money market fund/cash balances in performance and duration calculations.
4. Quarterly returns are presented on an unannualized basis. Performance numbers for periods greater than 1 year are presented on an annualized basis.  Information as of March 31, 2023.

14

Total Return Comparison*

-1.00%

-0.50%

0.00%

0.50%

1.00%

1.50%

1Q 20234 Past Year
Since Inception                     

(6/30/2021)

Shakopee Public   
Utilities Portfolio 1.37% 0.85% -0.63%

BoA / ML 0 – 3 Year     
U.S. Treasury Index 1.42% 0.82% -0.70%

 The SPU portfolio 
returned 1.37% for the 
quarter, which was in 
line with the 
benchmark’s return 

 SPU’s portfolio 
performance has so far 
exceeded the return of 
the benchmark since 
its inception of June 
30, 2021



Examples of Active Management

15Earnings to 5/15/23 for the U.S. Treasury investment that was sold would be the difference between par value and market value at the time of the 
sale.  For the new U.S. Treasury investment that was purchased, earnings to 5/15/23 and the total cash flow reflects the estimated amortization of the 
new U.S. Treasury purchase from the trade date of 12/27/22 up to 5/15/23.

Settle   
Date

Trade 
Type Issuer Par Maturity Yield at 

Cost
Yield at 
Market

Gain / 
Loss 

on Sale

Earnings       
to 5/31/2023

Total Cash 
Flow

12/27/22 Sale U.S. Treasury $2,000,000 5/15/23 0.19% 4.65% ($33,646) ($1,008) ($34,654)

12/27/22 Purchase U.S. Treasury $2,400,000 11/15/25 4.12% 4.12% - $38,392 $38,392

Shakopee Public Utilities Core Portfolio                                                        Additional Net Benefit to 5/15/2023 $3,738



Accrual Basis Earnings – SPU Portfolio

Inception of June 30, 2021.  Interest earned calculated as the ending accrued interest beginning accrued interest, plus net interest activity. 16

$0
$100,000
$200,000
$300,000
$400,000
$500,000
$600,000
$700,000
$800,000
$900,000

$1,000,000
Shakopee Public Utilities Interest Earned

Accrual Basis Earnings 3 Months 1 Year Since Inception
Interest Earned $182,709 $478,902 $834,588 
Realized Gains / (Losses) ($433) ($86,758) ($63,657) 
Change in Amortized Cost $44,763 $168,122 $164,962 
Total Earnings $227,029 $560,266 $935,893 

Accrual Basis Earnings – Shakopee Public Utilities



Historical Balances and Cash Flow 
Seasonality Factors

17

Month Average Monthly
Balance* Historical Factor

Average 54,604,969 100.00%

January 53,711,538 98.36%

February 53,803,773 98.53%

March 54,185,091 99.23%

April 54,907,887 100.55%

May 55,097,835 100.90%

June 54,846,715 100.44%

July 54,531,468 99.87%

August 55,119,480 100.94%

September 55,456,836 101.56%

October 56,468,453 103.41%

November 56,549,987 103.56%

December 50,580,571 92.63%

▸ There is a seasonal pattern of 
cash flows as the funds 
generally demonstrate 
consistent seasonality 

 High peak balances in 
October and November

 Low minimum balances 
during the months of 
December and January

▸ The SPU’s seasonality is 
statistically significant

Source: Shakopee Public Utilities statement of net positions



Disclaimer

Investment advisory services are provided by PFM Asset Management LLC (“PFMAM”), an investment 
adviser registered with the U.S. Securities and Exchange Commission and a subsidiary of U.S. Bancorp 
Asset Management, Inc. (“USBAM”). USBAM is a subsidiary of U.S. Bank National Association (“U.S. 
Bank”). U.S. Bank is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for 
and does not guarantee the products, services or performance of PFMAM. The information contained is 
not an offer to purchase or sell any securities. Additional applicable regulatory information is available 
upon request. 

For more information regarding PFMAM’s services please visit www.pfmam.com.

Disclaimer

18
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