Council Meeting of
September 15, 2015

Honorable Mayor and Members
Of City Council

City Hall

Torrance, California

Members of Council:
SUBJECT: Accept and file Investment Reports for June 2015
RECOMMENDATION

Recommendation of the City Treasurer that City Council accept and file the attached monthly investment
report for the month of June 2015.

FUNDING
Not applicable

BACKGROUND

On December 19, 2014, Your Honorable Body, through passage of Resolution 2014-132, adopted an
official “Statement of Investment Policy” as recommended by the City Treasurer. The City’s Statement of
Investment Policy requires the City Treasurer to report a monthly statement of investment activity. This
requirement was providing the attached report.

Investment Committee Note
The Investment Committee, made up of the City Manager, City Attorney, Finance Director, City Treasurer, and
Deputy City Treasurer as created by your Honorable Body, has reviewed the attached report.

Treasurer’s Note

The recent turmoil in the markets will not have any material bearing on our portfolio. The drop in 2008-March of
2009 was far more severe and the global financial systems were concurrently frozen. The latest turmoil is
associated with a strong dollar, commodity price drop, oil/energy price drop, and the ensuing emerging market
disfunction. Presently the U.S. economy is doing well and growing. The risk to the U.S. economy would be a
significant slowdown in global GDP. The portfolio is structured to be able to handle a slowdown. The portfolio is
managed to maximize duration after addressing our cash flow needs.

Respectfully submitted,

'1 L\
/ Dana Cort

City Tregsure

Noted:

E ‘ Finance Director’s Note:
LeRoy J. J In the last few weeks, several of the major stock indexes have been very
Investment mittee Member volatile. These indexes, since mid-August, have dropped in value of between

6 - 7%. How CalPERS investment return ends up for fiscal year-end
cC: City Manager 6/30/2016 is not clear, but obviously not a good start. Having said that,

City Clerk

CalPERS' rate setting for cities lags by two years. The investment return for
CalPERS for the 2015-16 fiscal year will not be reflected in the City’s rates unti!
the July 2018 or the 2018/19 fiscal year.

Eric E. Tsao, Finance Director
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City of Torrance, California

Investment Report Summary Notes

For the Month of: June 2015

Investment Activity during the Period

The investment activity for June included 9 purchases and 1 redemptions.

Purchases- Issuer Par Value Term Coupon Yield Structure (A)
Connect One Bank 245,000 4YR 1.50% 1.500% Bullet
FHLMC 1,000,000 5YR 1.00% 2.124% Step Up
FHLMC 3,000,000 5YR 2.00% 2.000% 6M Callable
Farmer Mac 1,000,000 3YR 1.10% 1.100% Bullet
FHLMC 2,000,000 3YR 1.30% 1.300% 1x Callable
FHLB 2,000,000 5YR 1.75% 1.775% Bullet
FHLMC 1,000,000 5YR 2.00% 2.000% 1x Callable
FHLB 2,000,000 5YR 1.00% 2.174% Step Up
FHLB 500,000 5YR 1.65% 2.343% Step Up
Redemptions- Issuer Par Value Term Coupon Yield YTM

FHLB 4,000,000 5YR 0.63% 0.750% 1.15% Step Up

(A) Structure explanations:

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 bond usually have a callable component.

Builet 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 calithe bond. If the options is not
exercised it becomes a Bullet Bond.

6M Callable Bond - Is a bond with an ongoing 6 month cail option.

The Local Agency Investment Fund (LAIF) balance $18.6 million with an average monthly yield of 0.299%. During the
month of June the City’s LAIF account only included the set aside payment for the TRAN payment — activity detailed
on page 3 of the Investment Report. The LAIF ending balance as of June 30, 2015 was $50 million. The aggregate
investment portfolic balance on May 31, 2015 was $181,060,423. As of June 30, 2015 the ending balance is
$189,752,721 resulting in an increase of $8.7 million from the previous month.

Liguidity 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 state or conditions of the economy. The portfolio’s current average maturity is 636 days or 1.74
years. This is a 40 day increase from the previous month. The increase in days to maturity directly correlated to
the 9 purchases and 1 redemption and the TRAN payment set aside.

%

The goal is to keep an average of $10-$20 million in liquid assets in order to meet operational needs and for any
unexpected expenditures that may arise. The short term liquidity balance is $26 million. 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.

Prepared by the City Treasurer's Office for the Investment Advisory Committee reference.
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2, City of Torrance, California
f; ' } Investment Report Summary Notes
e For the Month of: June 2015

Investment Comparison to Benchmark
For the month of June the City’s yield to maturity on pooled investments was 0.956%. The yield increased by 3 basis

points or 0.03% from the previous month. The average effective rate of return for fiscal year-to-date is 0.96%. The
average yield on the 2 year U.S. Constant Maturing Treasury (CMT) was 0.640% which reflects an increase of 3 basis
points or 0.03% compared to the prior month. The portfolio performed above the CMT benchmark by 32 basis
points or 0.32%. As the economy improves and interest rates continue to slowly move upward the spread between
the portfolio performance and the benchmark will tighten. When the short end of the yield curve begins to rise LAIF
rates are also expect to trail. 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.

Historical Constant Maturing Treasury Yields

——3Month ==~6Month =fr=1Year -=¢=2Year -=¢—3Year -—®—5 Year
z_zo% g = e e nn e+ s e e e P — PR

Yield (%)

Prepared by the City Treasurer’s Office for the Investment Advisory Committee reference.
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City of Torrance, California
Monthly Investment Portfolio Report
June 30, 2015
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In keeping with the original intent of the Treasurers investment report
which is to inform City Council and the Public of the City's investment,
certain worksheets are no longer incorporated into the report.
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CITY OF TORRANCE
FISCAL AGENT FOR SUCCESSOR RDA
RESTRICTED
CASH BALANCE REPORT
June 30, 2015

Bank of America

City of Torrance
Successor RDA Agency
Account # xx-046

Bank of America

City of Torrance

Successor RDA Agency - Low Mod
Account # xx-140

Local Agency Investment Fund (LAIF)
City of Torrance

Successor RDA Agency

Account# -xx-072

TOTAL

Book Value

1,380.44

0.00

2,264,223.44

S 2,265,603.88

Page 14
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X
City of Torrance
Investment Report
June 2015

CASH AND INVESTMENTS PER BOOKS
AS OF JUNE 30, 2015 (PRE-CLOSE)

CASH &
INVESTMENTS PERCENT

FUND PER BOOKS OF TOTAL
General 52,969,450.33 27.05
Parks & Recr Facility & Open Space 2,241,353.75 1.15
State Gas Tax 15,564,881.77 7.96
Federal Housing, Community Dev 405,994 .45 0.21
Street Lighting 40,880.06 0.02
Proposition 1B 45,877.33 0.02
Police Asset Forfeiture 3,462,241.91 1.77
Drainage Improvement 19,461.16 0.01
Measure R Local Return 5,099,256.89 2.61
Government Cable 5,120,412.34 2.62
Local Retumn - Proposition C 4,098,922.63 2.10
TDA Article 3 Bicycle Fund - -
Grants/Donations (1,333,712.89) (A) (0.68)
CDBG Fund (15,260.09) (B) (0.01)
Citizens Options for Public Safety (COPS) Grant Funds - AB3229 14,356.62 0.01
Seismic Education Fund 136,678.34 0.07
Rehabilitation Housing 706,941.06 0.36
Meadow Park Parking Lot 55,294.31 0.03
Police Inmate Welfare Fund 51,144.80 0.03
Capital Improvements 15,415,163.30 7.88
Geologic Hazard Abatement 14,328.93 0.01
Ef Camino Training Fund-Fire 55,122.53 0.03
E! Camino Training Fund-Police 8,006.87 -
Vanpool/Rideshare Fund 63,979.85 0.03
Torrance Public Financing - 1998 COP Fire/Police - -
Animal Control Fund 11,677.73 0.01
Successor Agency - Low Mod Housing Capital Project 6,049.81 (C) 0.01
Successor Agency - Downtown Debt Service - -
Successor Agency - Industnal Debt Service - -
DNA Sampling Fund 19,914.93 0.01
Airport Fund 6,556,135.31 3.35
Transit Operations 17,290,597.68 8.84
Development impact Fund 1,656,261.22 0.85
Water Operations 20,436,282.96 10.45
Emergency Medical Service Enterprise Fund - -
Sanitation Operations 462,396.59 0.24
Cuitural Arts Center (CAC) (354,230.82) (D) (0.18)
Sewer Enterprise Fund 5,321,660.19 2.72
Parks & Recreation Enterprise Fund 683,659.34 0.35
Self Insurance Fund 3,804,676.69 1.95
Fieet Services 19,371,759.17 9.91
Postem ployment/Compensated Absences Fund 13,302,109.54 6.80
Trust & Agency 2,751,255.73 1.41
TOTAL CASH AND INVESTMENTS PER BOOKS | 195,560,982.32] | 100.00 |
Redev Obligation Retirement Fund [ 1,380.44 |(E)

(A) 1-102 Stormwater Basin Enhancement Program - State Grant has a negative cash balance of <$1,310,616.24>. Quarterly reimbursement request for $797,491.26
was submitted on Apnil 27, 2015. Next request will be submitted in July 2015.

T-131, Intersection Improvements-Pacific Coast Hwy/Hawthorne Bivd. Grant Fund has a negative cash balance of <$1,027,081.21>. Quarterly reimbursement
request for $628,452.07 was submitted on July 14, 2015. Next quarterly reimbursement request will be submitted in October 2015.

FEAP866 Renovations to Benstead Plunge has a negative cash balance of <$469,790.00>. Funded by Prop A. A reimbursement request will be submitted pending
approval of a Youth Employment Plan.
FEAP764 Torrance Transit Park & Ride has a negative balance of <401,525.37>. Funded by Measure R HW - MTA Grant. Quarterly reimbursement request for
$19,955.41 was submitted on July 21, 2015. Next quarterly reimbursement request will be submitted in October 2015.

(B) CDBG Fund has a negative cash balance of <$15,247.00> Reimbursement request will be submitted in July 2015.

(C) Funds will be used to pay Coleman Court and Ocean Terrace Senior rental subsidy.

(D) Finance Department is monitoring and working with General Services. Note that General Fund subsidy budget to Cultural Arts Center in FY15-16 increased by
$345K.

(E) The cash balance of Redev Obligation Retirement Fund for $1,380.44 is in a separate Bank of America account.
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City of Torrance

Investment Report
June 2015

CASH AND INVESTMENTS RECONCILIATION
AS OF JUNE 30, 2015 (PRE-CLOSE)

INVESTMENTS PER PORTFOLIO SUMMARY

Cash in Bank of America General Account
Cash in Bank of America Housing Account

TOTAL FUNDS PER INVESTMENT REPORT

OUTSTANDING WARRANTS:
General Account
Payroll Account
Workers' Compensation Account
Housing Account

DEPOSITS IN TRANSIT:
06/30/2015 Deposit in transit
June 2015 Global Water cash collection interfaced on 06/30/15

MISCELLANEOUS OUTSTANDING ADJUSTING JOURNAL ENTRIES:

06/29/15 Deposit interfaced two times, corrected on 7/1/15

IVR & Parking Web credit card receipts will be interfaced in July 2015
06/30/15 Receipts (CA Vault) interfaced on 7/1/15

06/30/15 Receipts (Banking center) interfaced on 7/1/15
06/25/15 Bank adjustment interfaced on 7/16/15

04/30/15 Union Bank Investment pending interface

04/30/15 Union Bank Investment Discrepancy pending interface
05/01/15 Union Bank Investment pending interface

05/01/15 Union Bank Investment pending interface

05/01/15 Union Bank Investment pending interface

05/22/15 Investment #11161 interest pending interface
06/01/15 Union Bank Investment pending interface

06/07/15 Investment interfaced, but not on the bank statement
06/27/15 Investment interfaced, but not on the bank statement

TOTAL CASH AND INVESTMENTS PER BOOKS

16

$ 189,752,721.54

7,243,988.12
2,145,882.20

9,389,870.32

[s 199,142,591.86 |

(3,585,195.68)
(56,755.47)
(95,039.06)
(10,934.00)

(3,747,924.21)

13,5619.44
71,712.70

85,232.14

95,826.33
(1,991.00)
(5,347.61)
(1,377.00)
(7.00)
(760.51)

36.24
(1.43)
(716.88)
(850.79)

7,040.00
(1.16)
(5,683.33)
(5,083.33)

81,082.53

[ 195,560,982.32 ]







