CITY OF TORRANCE
DEFERRED COMPENSATION PLAN COMMITTEE

APRIL 30, 2012 MEETING MINUTES

Members Present: Ms. Dana Cortez — City Treasurer

Mr. Eric Tsao — Finance Director
Mr. John Fellows — City Attorney
Ms. Mary Giordano — Assist. City Manager

Committee Consultants: Mr. John Campbell and Ms. Rachel Fequiere - Benefit Funding Services Group

("BFSG")

CALL TO ORDER

A special meeting of the Deferred Compensation Committee (the “Committee”) was called to order by Dana Cortez
on April 30, 2012 at 11:05 am. The meeting was intended to review the Great West Service Contract Renewal /
Costs, the fourth quarter 2011 and first quarter 2012 City of Torrance Deferred Compensation Plans (the “Plans”)
performance report prepared by BFSG, and other items listed on the agenda.

INVESTMENT MEETING

ACCEPTANCE AND FILING OF APRIL 17, 2012 MEETING MINUTES
Ms. Cortez made a motion to accept and file the April 17, 2012 meeting minutes. The motion was
seconded by Ms. Giordano, and unanimously accepted.

GREAT-WEST SERVICE CONTRACT / COSTS REVIEW — CONCLUSION

Ms. Cortez reviewed the Great-West Performance Guarantee Report, noting that all of the service
deliverables were satisfied. She reviewed a list of all items completed, from 2010 thru the end of the first
quarter 2012. The Financial Planning initiative was reported as having met little interest from participants
as it seemed too arduous. Rather, Ms. Cortez reported that findings indicated that participants were
more interested in simply knowing if they were well prepared for retirement. A number of group and on-
on-one employee meetings were held to help with the education efforts. Ms. Cortez noted that Great-
West has been accommodating and flexible in meeting the participant’s education needs, and that efforts
were currently underway to further enhance the Great-West participant access website.

The participant satisfaction survey conducted by Great-West was also reviewed. Overall, the majority of
respondents were “Satisfied” to “Very Satisfied” with Great-West services. There was some
dissatisfaction noted with respect to the self-directed brokerage (“SDB”) option; though upon researching
the dissatisfaction it was determined that the participant in question did not have a clear understanding of
trading timelines associated with the SDB option.

Ms. Cortez also reported that there had been a few administrative concerns with respect to the handling
of some qualified domestic relations order (“QDROQO”) calls, but those issues have also been resolved.

Pricing was re-reviewed and noted as being very competitive for the majority of the Plans. As noted as
the last Committee meeting, the Part-Time 3121 Plan revenue to Great-West will be increasing as a
result of the Plan currently being priced well below market. In order to accommodate the increase in
revenue to Great-West, the Committee asked that Great-West be asked to incorporate an asset charge
on the Stable Value fund such that all participants will share in the revenue increase equitably, as
opposed to charging a flat hard dollar fee to each participant’s account, which could unfairly burden the
smaller account balances in the Plan. Great-West would then be asked to revisit the wrap charge
annually based on Plan assets to help ensure it remains reasonable. BFSG committed to inquiring with
Great-West accordingly.

Overall, the Committee felt that their own experience with Great-West was positive and that there were
no concerns at this time.



Based on the Committee’s review of services and the competitive pricing proposed by Great-West for a
5-year contract renewal, a motion was made, seconded, and unanimously approved to move forward
with authorizing Ms. Cortez to present the 5-year contract renewal to City Council for execution as long
as Great-West can accommodate the asset charge pricing on the Part-Time Plan. BFSG will report back
as soon as possible so that the initiative may move forward accordingly.

Retirement Plan Quarterly Investment Review (4Q11 & 1Q12)

Mr. Campbell discussed the state of the economy during the fourth quarter of 2011 and the first quarter of
2012. His discussion included a review of GDP, unemployment numbers, inflation, interest rates,
investment returns, and the resulting impact each of these factors may have had on the funds in the Plan.
Noteworthy funds for the quarters include the following:

Torrance Stable Value: The fund continues to outperform the custom stable value category benchmark.
It remains very competitive in the marketplace.

PIMCO Total Return: The bond fund struggled during 2011 due to fund manager, Bill Gross, having
liquidated Treasuries from the portfolio prematurely. As corporates performed better than Treasuries
during the first quarter of 2012, the fund has shown a rebound in performance.

Dodge & Cox Stock: This large cap value fund tends to perform well in up markets and lags in down
markets. As high dividend-paying stocks performed well in 2011, the fund did not benefit and
subsequently lagged on a one-year basis. lts performance did outpace the benchmarks during the first
quarter of 2012 as the market rallied.

Fidelity Advisor Leveraged Co Stock: This aggressive fund performs well when markets rally. When the
risk trade is off, the fund tends to lag its more conservative peers. Performance during fourth quarter
2011 and first quarter 2012 were indicative of its style.

Alliance Bernstein International Growth: Mr. Campbell expressed some concern with the recent frequent
changes in money managers. The fund will be closely monitored.

The Asset Allocation Funds, which account for approximately 13% of Plan assets, were all noted as
performing well against their custom benchmarks.

As of March 31, 2012, each of the funds was ranked as either “perform” or “outperform” per the
Investment Policy Statement evaluation methodology. The Plan’s average rank was 16, and its weighted
rank was 18, which are both considered “outperform.”

Plan level returns, which assume a static allocation as of the end of the quarter, demonstrated
outperformance against the custom passive and active benchmarks on a 3-month, one-, 3- and 5-year
basis as of March 31, 2012. As weighted, the Plan takes slightly more risk than the equally-weighted
category, measured by 3-year standard deviation, and remains competitively priced at 53 basis points
versus the category at 79 basis points.

The Part-Time (3121) Plan performance was reviewed. The Janus Balanced fund was noted as having
lagged its peers on a 3-year basis due to having been underweight in equities. Mr. Campbell stated that
the fund has performed per its intended style and as such its performance is not concerning. Ariel
Appreciation lagged on a 10-year basis due to having been overweight in financials, and Lord Abbett
Value Opportunities had an overweight in materials and industrials, which caused some short-term lag in
performance.

As of March 31, 2012, the Part-Time funds were predominantly ranked as either “perform” or
“outperform” per the Investment Policy Statement evaluation methodology. Ariel Appreciation was the
sole fund with an “underperform” rank, though it was noted that the fund’s ranking had improved since
the last quarter. The Plan’s average rank was 27, and its weighted rank was 22, which are considered
“perform” and “outperform, “ respectively.

The Committee discussed the addition of two funds to the Part-Time Plan, which came as a result of
participants choosing those funds from the lengthy list available to them via the Great-West website. Mr.
Campbell proposed not allowing such an extensive list to be made available as it requires oversight by
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the Committee and may be confusing for the Plan participants — the majority of which remain invested in
the fixed funds. After discussion, it was determined that the list of available funds would be limited to just
those selected by the Committee as offerings in the Plan.

Asset Allocation Model Analysis
In the interest of time, the Asset Allocation Model Analysis discussion has been tabled until the June
2012 meeting.

Fund Search

In order to further diversify funds offered in the Full-Time Plan, and to address concerns with certain
funds, BFSG prepared an analysis on World (Global) Bond funds; Large Cap Value funds; Large Cap
Growth funds; Small Cap Value funds; Foreign Large Equity funds; and Emerging Markets funds. Each
of the various funds in the asset classes were discussed using the criteria set forth in the Plan’s
Investment Policy Statement. The criteria included a qualitative discussion and a quantitative review,
including performance, risk-adjusted performance, style consistency, and costs. After the review, the
Committee made the following conclusions based on recommendations by BFSG:

- World Bond Fund: In order to broaden the asset classes available in the Plan, a motion was
made, seconded, and unanimously approved to add the Templeton Global Bond Fund due to its
strong evaluation methodology rankings and track record.

- Large Cap Value: As the Plan’s existing Large Cap Value fund, Dodge & Cox Stock, tends to be
more aggressive, a motion was made, seconded, and unanimously approved to add the T.
Rowe Price Equity Income fund as a more conservative Large Cap Growth fund offering.

- Large Cap Growth: As the Plan’s existing Large Cap Growth fund, American Funds Growth
Fund of America, tends to be more of a downside protection fund which doesn’t participate as
much during up markets, a motion was made, seconded, and unanimously approved to add the
T. Rowe Price Blue Chip fund as a more aggressive Large Cap Growth fund offering.

- Small Cap Value: As the Plan’s existing Small Cap Value fund, Columbia Small Cap Value I,
has shown improved performance, no changes will be made within this asset class. The
Columbia fund will continue to be closely monitored.

- Foreign Large Equity: Due to time constraints, this asset class discussion was tabled until a
future meeting, as warranted.

- Emerging Markets: In order to broaden the asset classes available in the Plan, a motion was
made, seconded, and unanimously approved to add the DFA Emerging Markets fund due to its
diversified, passively managed style, and methodology rankings, and the Oppenheimer
Developed Markets fund due to its actively managed style and methodology rankings.

Closing
The Deferred Compensation Committee meeting adjourned at 1:05 pm.
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Data as of 3/31/2012

City of Torrance 457 Plan A & 401(a) Plans

1-Year Fund Performance vs. Index and Category Benchmark
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Data as of 3/31/2012

City of Torrance 457 Plan A & 401(a) Plans

3-Year Fund Performance vs. Index and Category Benchmark
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Data as of 3/31/2012

City of Torrance 457 Plan A & 401(a) Plans

5-Year Fund Performance vs. Index and Category Benchmark

10.00

8.00

6.00

4.00

-2.00

-4.00

-6.00

uoI31ed0||y dAISS9433Y

uo11Bd0||Y d1RI3POIN

uol1ed0[|y 9AI3BAIBSUOD

40 pund xp| b3 34v3 soonjoe|g

AU| [BUOIIBUIDIU| UBSIUY

| YIMOID [3U] UIBGIIUEI||Y

7 Auedwio) [jewsS uosiuuar [eluapn.d

(0 404) p4 XPI 000T [[95SNY 2043j9€(g

Z 11 anjeA deD |[ews eiquinjod

41mo19 ded-piiAl 3914d SMOY *L

(2@ 40y) p4 xpj b3 ded piA yo0elg

1135 0D pasetanat JosiApy Ayiapld

[3su anjep ded piiA uesIoNdr

GY JBWY JO PUN4 YIMOID SpUN{ URILIBWY

40 pund xpj| b3 >ponje|g

GY SI0ISDAU| [BIUBWIRPUNS SPUNS UBDLIBWY

3201S X0)) 3 98poq

J3suj uin1ay |e101 OJNId

awodu| x0) 3 @8poq

(92uBLIO]) BNJBA B]GLIS WOISND MD

. Active Category Benchmark

|| Passive Index Benchmark

. Mutual Fund Option




11| Yolem oy} uo pseoejd usaq oABY MOJJSA Ul PSpPeys spuny
SUOIINQLIIUOD M3U 0} USZ0JL ale anjg Ul paisl| spun4

‘panowal aq 0} pa|npayos aie pay Ul pals!| spund
‘peppe 8q 0] paNPaYos 1. usais) Ul paisi spun4

oney
asuadxg

de9A 0L

diA

YPUON'E

cLOZ/LElE

(z 40 | obed) AMewiwing aoueULIOLIDd pund

12l 0’9 ey 1092 0Lz 0S¥l 05 7L Umol9 pIN 38D
269 vy 9162 er'y s vl 4R ymols) deg pil [|BSsny
oL (e )gzg (6 )189 ze ) gL le £ vZ'el vzl %EZ'0 yamols) pijl ypwouisy degpijy 991d oMoy * | WiXeyy
£T') 199 6L 8/°GZ 10°0- ov'zl vzl pus|g PIN 18D
g8’ L €0 cL'6e Lee 6Z) 762l ded pIA llessny
'L |(YN)VWIN (oL )009 0L ) 00°€e 181 006 006 %€0°0 V sapiunyuoddQ enjep Baqqy pio
gL (1 )egs  (sz )sre 9 )bsee 99°0 SZ'9L Sz'9l %100 pusig pIN loysaauj uopeidaiddy [auy
L) 129 T 9092 9.0 12zl Lzzl anjeA PIA 18D
208 9zl 8162 82¢ R L Ll anjep deg pi [lessny
gz’Lb (s )o9g (/2 )g6eT ov ) 0%'92 09'9 86°01 8601 %S00 anjeA pi v anjep de9 pijy uebiopdr
[T LEY zLE G0'€T 12 88°GlL 88°GlL umois eblet ey
8T ¥ 0L’ 8z'6z Z0LL 691 69 Ummol 0001 l1essny
890 |(/z )z1's (6. )88 v8 ) 0L°6l 28°¢ 657l 6S°¥1 %290 ypnols) abieT] ¥ JoWy JO pun4 Ymols) spund ueduswy
20°) 90V L) 7812 /LG z9Cl 29l pus|g ebieT 1ed
454 102 ree 768 65Tl 65°CL 00S d%S
090 98°¢ Ll 1z°se 6g°. szl szl %100 Xapuj }20)g WIXey
990 |( s )sz9 (s )gLe 5 ) 0g'Le 19T 65°L1 65°L1 %100 pusjg abieq ¥ S103S9AU| [EjUBWEPUNS SPUn4 UBdUBWY
G0l GE'Y 900 vGle 10Y 80°LL 80°LL anje/\ ebleT jed
86y 180~ 28°2e 6L ZLLL 4N anjeA 0001 llessny
¢g0 (v )25y (35 )890 0z ) 8y'ee GS'Y LSLL 1eLl %LL'T anjep abie awoouj Ajinb3 soud amoy * | wixepy
601 60°G L€ 1691 6L Z¢8 ze8 UORED0||Y 81elspoly 1D
7L Sy 16791 868 952 95, 008 d%S %09 / BBV 09 %0%
780 (6 )289 (¢ )L¥9 v8 ) 89'vl €69 626 626 %02°0 paauejeg / pugAy 1 paduejeg snuep
960 1L L9 8602 87 759G 25°S puog pIaIA UbIH 3D
96'8 ¥/, 8/€T €96 GL'G GL'g Js)se|\ peIA UBIH TN
62T |( 12 )Irs (o5 )Lvy9 s9 ) vL'6T S8y 8'S 8'S %00°0 puog pIaIA ubiH Y ebrjueApy paiA ybiHy weuind
€60 Z0'8 029 €LGl oS L'y Ly puog 10108SHIN|\ 18D
Sl L¥'9 16 8Z'S 60°L 60°) esIeAN|\ skejoieg
06°0 (st )spor ( s )osL €T ) 19°6T 869 S6°9 S6°9 %c0°0 puog J0308sn|NAl puog sajAeg SIWOO0T WIXE
6.0 296 /8°G ¥0°0} 159 691 691 puog sjelpswisiu] ;jed
08'S 6z'9 €89 YAV 0€0 0£0 puog ejebaibby shejoleg
020 (VN )WN ( 9z )gg9 89 )28 ¥8'9 19°L 9L %600 oljojuod puog pejesspad Wixepy
2o (s )zz9 (s )08 8s ) 606 eL's 182 182 %810 puog sjelpauisjuj ulwpy uin3ay [ejol OoNid
89°¢ 8L'¢ €9¢ 11T 610 6170 NENEFESEES)
VIN VIN VIN VIN VIN VIN %SG.'62 2JBONIIS) posjURIEND IS JBBID
"0 VIN 1434 8.L'¢ 6v'S 080 080 %L1'S9 paxid BN|eA 9|qe}S doUBLIO|

Yewyduag/iuondpusugsanu]

cloc/iLele Jo se ejeq

d ue|d JG¥ 99uelio] jo Ao



“I1S1] Yolem ay} uo peoejd usaq aABY MOJ[SA Ul PapPBYS Spuny ‘panowWal 8g 0] PNPaYDS ale pay Ul palsi| spund

SUOIINQLIUOD MU 0} USZOJ) 81e anjg Ul pajs]| spun4 ‘pappe 89 0} ps|npayds ale usals) Ul paisl| spun4
ZLl vey 90'L 8L'lz c0Z ZT L) zT L +0G0z 1eq 1eb.e] 1ed
sl 62 1T€T 68°) oL 9 LL GG0z 1ebiel ra
z0'L VIN VIN VIN S6°L L ANy %000 8j9koay] L 11 550z dwiey] wixep
/0L 90'% L'l 7812 PR 9Tl 29Tl pusig ebieT 1ed
Ly L0e ree 758 65°CL 65°CL 00S d%S
Al LS 1670 zvee e LT LT %910 11 8yo1d SAISS2166Y Wixely
10°L 197 89°L 8.6l ¥6C L0l Ly 0L uoneoo||y enisselbby e
4 102 ree 758 65Tl 65Tl 00S d%S
80 9.'g 162 19°61 £c'e 06'6 06'6 %€0°0 Il 8joid Asiby Ajejelopoly wixeyy
60°L 60°S Afie 1691 6L ze8 ze8 UOKED0||\ 8}el8po) 18D
71'g Sly 1691 85°8 95/ 95, 00S d%8S %09 / 66y 09 %01
rAN} 69'S g9’ 2991 05 ¥¢'8 ye's %000 | 8jiyold S3elopolN WIXey
68°0 6L'S 9Z'¥ 65°¥L 89'c 289 289 %bS'0 Il 3j4oid Asu9 Ajejesapoyy wixepy
90’} 6LG 86°¢ 67l 8Ly LE'G LE'G UORED0||Y SABAIBSUOD 18D
¥G'g 8L'G GlLelL 9e'8 677 (a4 00S d%8S %G¢ / BBy 09 %S9
£8°0 o7's 99'y STl 1454 zL's zL's %¥0°0 alfysey Il 3]40id SARBAISSUOD WIXB]H
9z’ G6'S 052 z8°LL 16'G- 1811 18 Ll Rinb3 sbieT ubisiod 189
0L°G Lge- el 106G 9801 980l 34v3 10SN
0z'L |(vN)WIN (s )zzo (sz )sLe6l 610" 9g'vl 9yl %100 oljojuod Y)Mmols) [euoijeudjul SN Wixep
zzL (v )bo9 (2 )eL0- (2L )zroz zs°¢ 8¥'Sl A %600 Aynbz ubleiog AU[ [BUOBUIBYU| UBSIIY
zel €L'G 9z'0 ee1z 00}~ 9LTL 9,21 0013 PHOAA 18D
Ly 0L0- A4 950 oG LL 9G'LL PHOM [OSIN
oL |(9or )ere (er )ozo (s )svze 99°L- 78l 78°¢L %S00 finb3 jeqoin V [eqol9 Jsewieyuaddo
vEL 16°G L9 092 870 G6°ElL GeEl UmoI9 [[ewS 1)
009 GLy 982 890 8z €l 8z €l Ymols 000z lIessny
oL (v )ggz  (ev )20y (0L )l6'Se S¥'0- 0601 0601 %610 ypwols |jewig v Auedwo) |jewsg uosiuuap jeuspnid
0¢') 88°9 LLe 8G°/C ¥€0- GeTlL GeTl pus|g |[BWS 18D
S'9 ez 0692 810" vzl vzl 0002 llessny
SZ°0 9 61’2 ¥6'92 Yraliy sy'zl Szl %920 (0@ 103) pd xp| 0002 SSNY Yoo oelg
r4 o R [ QR N -1 A A )eoe (7L )yese i %91L°0 pusig jjews anjeA degjjewig ssjAeg SiwWoOOT WIXe
oney de9A 0L 1BoA € deoA | i obajen Jaewryousyg / :O_uno JUSWI)SOAU]

asuadxg

CLoz/LEIe

(z 40 g @bed) AMewwing 92uLWLIOLIS pPundg

cloc/ielc Jo se ejed g uejd /G @oueldlo] Jo >.._._Q



Data as of 3/31/2012

City of Torrance 457 Plan B

1-Year Fund Performance vs. Index and Category Benchmark
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Data as of 3/31/2012

City of Torrance 457 Plan B

3-Year Fund Performance vs. Index and Category Benchmark
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Data as of 3/31/2012

City of Torrance 457 Plan B

5-Year Fund Performance vs. Index and Category Benchmark
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l Mutual Fund Option




