Meeting: 03/28/2016
2:00 PM

City Manager’s
Conference Room

Investment Advisory Committee Regular Meeting

++ Call to Order

Approval of meeting minutes of March 10, 2016

Review, accept and file February 2016 Investment Report presented by
the City Treasurer

X/
L X4

Oral Communication

+ Adjournment



INVESTMENT ADVISORY COMMITTEE
Minutes for Meeting of March, 2016

1. CALLTO ORDER
The meeting was called to order on March 10, 2016, 2015 at 02:31 PM in the City Manager’s Large Conference Room.

2. ROLL CALL
Committee Members:
Present: Committee Members

City Manager: LeRoy Jackson

City Attorney: John L. Fellows IlI

City Treasurer Dana Cortez

Deputy City Treasurer: Vacant
Finance Director: Joyce Reyes for Eric E. Tsao

Staff:
City Treasurer’s Office Jonathan Palfi
Public: None

3. _APPROVAL OF MINUTES
e Motion: Dana Cortez, approval of minutes for February 16, 2016
e Moved: LeRoy Jackson
e John Fellows llI
e  Motion passed unanimously

4. TREASURER’S REPORT
City Treasurer, Dana Cortez, presented the January 2016 Investment Report:

Investment Activity during the Period
The investment activity for January included 0 purchases and 1 redemption.

Purchaser-Issuer Rating Par Value Coupon Structure

Redemptions-Issuer Rating Par Value Term Coupon Yield Status ‘
JP Morgan FDIC 245,000 5YR 0.750% 0.750% Call

Structure Definition:
Step-Up Bond — A bond that pays an initial coupon rate for the first period, and then a higher coupon rate for the following periods. A step-up bond is one in
which subsequent future coupon payments are received at a higher, predetermined amount than previous or current periods. These bonds usually have a
callable component.
Bullet Bond — Bullet bonds are non-callable. Bullet bonds cannot be redeemed early by an issuer.
1X Callable Bond — Is a callable bond where the issuer only has one option to call the bond. If the option is not exercised it becomes a Bullet Bond.
6M Callable Bond — Is a bond with an ongoing 6 month call option.

The Local Agency Investment Fund (LAIF) balance was $37.5 million with an average monthly yield of 0.446%. Activity detailed on page
3 of the Investment Report. The aggregate investment portfolio balance on December 31, 2015 was $172,239,329. As of January 31,
2016 the ending balance is $181,742,336 resulting in an increase of $9.5 million from the previous month. The increase is mainly due
to Property Tax Triple Flip Payment in the amount of $11.4 million.

Page | 1 Prepared by the City Treasurer’s Office for the Investment Advisory Committee reference.



INVESTMENT ADVISORY COMMITTEE
Minutes for Meeting of March, 2016

Liquidity of the Portfolio

The current goal is to keep the investment portfolio at an average maturity between 2 to 3 years based on current economic
conditions. The goal was set between 2 to 3 years as a gauge to meet liquidity needs and in order to take advantage of rising
interest rates. Average maturity is a moving target which is contingent upon the current cash flow needs of the organization
and economic conditions. The portfolio’s current average maturity is 616 days or 1.69 years. This is a 61 day decrease from the
previous month. The decrease is due to excess liquidity targets.

The goal is to keep an average of $10-520 million in liquid assets in order to meet operational needs and for unexpected
expenditures that may arise. The current short term liquidity balance is $58.2 million. The higher balance of liquidity is in
preparation for upcoming approved expenditures of about $12 million for Compressed Natural Gas Transit Buses and the TRAN
Payment set aside. The City is in compliance with California Government Code Section 53646 which requires local agency to
report its ability to meet pooled expenditure requirements for the next six (6) months.

Investment Comparison to Benchmark

For the month of January, the City’s yield to maturity on pooled investments was 1.076%. The yield decreased by 3 basis points or 0.03%
from the previous month. The average effective rate of return for fiscal year-to-date is 0.99%. The average yield on the 2 year U.S.
Constant Maturing Treasury (CMT) was 0.760% which reflects a decrease of 30 basis points or 0.30% compared to the prior month. This
decrease in rates was directly related to the Federal Reserve increasing rates by .25 or 25 basis points on December 16, 2015. The portfolio
performed above the CMT benchmark by 32 basis points or 0.32%. As interest rates continue to slowly move upward the spread between
the portfolio performance and the benchmark will continue to tighten. Because the portfolio is generally buy and hold it can be expected
that that the benchmark will eventually outperform the portfolio until the portfolio has an opportunity to catch up with the market interest
momentum. As the short end of the yield curve continues to rise LAIF rates are also expect to trail but will reflect a similar yield curve.
The graph below tracks the CMT yields for the past twelve month period for a variety of terms. The City’s portfolio will stay the course
based on the current economic trends. Covering cash flow needs rank as the top priority.
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Investment Report

e  Motion by member Jackson was to accept and file the Investment Report for February 2016 with the request to modify on
Page 2, in reference to the Rate of Return.

e Motion: Treasurer Cortez motioned to accept and file the Investment Reports for February 2016

e Moved: LeRoy Jackson

e 2" John Fellows

e Motion passed unanimously

ADJOURNMENT
Motion: Dana Cortez, requested a motion to adjourn
Moved: LeRoy Jackson
2M: Joyce Reyes
Motion passed unanimously.
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City of Torrance, California
Investment Report Summary Notes
For the Month of: February 2016

Investment Activity during the Period
The investment activity for February included 0 purchases and 0 redemption.

Purchaser-Issuer Rating Par Value Term Coupon ‘ Yield Structure

Redemptions-Issuer Rating Par Value Term Coupon Yield Status

Structure Definition:
Step-Up Bond — A bond that pays an initial coupon rate for the first period, and then a higher coupon rate for the following periods. A step-
up bond is one in which subsequent future coupon payments are received at a higher, predetermined amount than previous or current
periods. These bonds usually have a callable component.
Bullet Bond — Bullet bonds are non-callable. Bullet bonds cannot be redeemed early by an issuer.
1X Callable Bond — Is a callable bond where the issuer only has one option to call the bond. If the option is not exercised it becomes a Bullet
Bond.
6M Callable Bond — Is a bond with an ongoing 6 month call option.

The Local Agency Investment Fund (LAIF) balance was $38.1 million with an average monthly yield of 0.467%. Activity
detailed on page 3 of the Investment Report. The aggregate investment portfolio balance on January 31, 2016 was
$181,742,336. As of February 29, 2016 the ending balance is $182,290,620 resulting in an increase of $548,284 from
the previous month.

Liquidity of the Portfolio

< The current goal is to keep the investment portfolio at an average maturity between 2 to 3 years based on current
economic conditions. The goal was set between 2 to 3 years as a gauge to meet liquidity needs and in order to
take advantage of rising interest rates. Average maturity is a moving target which is contingent upon the current
cash flow needs of the organization and economic conditions. The portfolio’s current average maturity is 591
days or 1.62 years. This is a 25 day decrease from the previous month. The portfolio experiences excess liquidity
during this period, because of TRAN payments set aside as part of the bond requirement.

+The goal is to keep an average of $10-$20 million in liquid assets in order to meet operational needs and for
unexpected expenditures that may arise. The current short term liquidity balance is $60.3 million. The higher
balance of liquidity is a result of TRAN Payment set aside. The City is in compliance with California Government
Code Section 53646 which requires local agency to report its ability to meet pooled expenditure requirements
for the next six (6) months.

Investment Comparison to Benchmark

For the month of February, the City’s yield to maturity on pooled investments was 1.079%. The yield remained
constant in relation to the previous month. The average effective rate of return for fiscal year-to-date is 1.00%. The
average yield on the 2 year U.S. Constant Maturing Treasury (CMT) was 0.780% which reflects an increase of 2 basis
points or 0.02% compared to the prior month. The portfolio performed above the CMT benchmark by 30 basis points
or 0.30%. As interest rates continue to slowly move upward the spread between the portfolio performance and the
benchmark will continue to tighten, because the portfolio is generally ‘buy and hold’. As the short end of the yield
curve continues to rise LAIF rates are also expect to trail but will reflect a similar yield curve. The graph below tracks
the CMT yields for the past twelve month period for a variety of terms. The City’s portfolio will stay the course based
on the current economic trends. Covering cash flow needs rank as the top priority.
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City of Torrance, California
Investment Report Summary Notes
For the Month of: February 2016
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