Council Meeting of
June 10, 2014

Honorable Mayor and Members

Of City Council

City Hall

Torrance, California

Members of Council:

SUBJECT: City Treasurer - Accept and file Investment Report for April 2014
RECOMMENDATION

Recommendation of the City Treasurer that City Council accept and file the attached monthly
investment report for the month of April 2014.

FUNDING
Not applicable

BACKGROUND

On December 17, 2013, Your Honorable Body, through passage of Resolution 2012-94, 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 is provided in the attached report.

Investment Committee Note

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

Respectfully submitted,

/ Dana Coftez
City Tr asyirer

Notéd:

LeRoy J. Jackson
City Manager

CC: City Manager
City Clerk
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Investment Report Summary Notes for

April 2014

Investment Activity during the Period
The investment activity for April included 12 purchases and 4 redemptions.

Purchases

Issuer PAR VALUE TERM RATE YIELD  Structure
Parkway 245,000 2.0years 0.500% 0.500% Bullet
Toyota 1,500,000 4.5years 2.000% 1.850% Bullet
Federal Home Loan Mortgage Corp 1,000,000 3.4 years 1.000% 1.145% Bullet
Federal National Mortgage Association 1,000,000 4.6 years 1.625% 1.695% Bullet
Farmers & Merchant Bank 245,000 4.4 years 1.450% 1.452% Bullet
Federal Home Loan Mortgage Corp 2,000,000 2.4 years 0.875% 0.631% Bullet
Federal National Mortgage Association 1,000,000 2.4years 1.250% 0.610% Bullet
United States Treasury Notes 2,000,000 4.3 years 1.250% 1.575% Bullet
Federal Home Loan Mortgage Corp 2,000,000 3.2years 1.000% 1.009% Bullet
Federal National Mortgage Association 1,000,000 3.5years 0.875% 1.116% Bullet
Federal National Mortgage Association 1,000,000 2.75years 1.250% 0.771% Bullet
Federal Home Loan Mortgage Corp 1,000,000 2.5years 0.875% 0.637% Bullet

Redemptions

Issuer PAR VALUE TERM RATE YIELD STATUS
Federal Farm Credit Bank 1,000,000 3.5years 1.400% 1.399% Matured
First National Bank Of Omaha 245,000 Syears 0.550% 0.550% Matured
Federal Home Loan Bank 2,000,000 S5years 2.000% 0.610% Called
Federal Farm Credit Bank 500,000 4 years 5.000% 2.323% Matured

The LAIF balance increased by $7.9 million and the average monthly yield was .233%. During the month of April we had 4
LAIF deposits and 7 withdrawals (activity detail on page 3 of the investment report}). The LAIF (less TRAN set aside)
balance as of April 30, 2014 was $24.4 million. March 31, 2014 portfolio balance was $165,274,598 and the balance as
of April 30, 2014 was $182,008,279. The total portfolio increased by $ 16.7 million due to Property tax of $9.0 million
and from the partial proceeds of COP Series 2014 Bond of $6.6 million.

Liquidity of the Portfolio

» The current goal is to keep the portfolio at an average maturity between 2 to 3 years based on current economic
trends. 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 877 days or 2.4 years. This is a 10 day decrease from
the previous month.

» 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. Currently, our projected cash
flows for the next six months show that anticipated inflows exceed outflows in the amount of $5.5 million
excluding LAIF that has a projected average balance of $12.9 million for the same period.

» The goal is to keep an average $10-$20 million in liquid assets in order to meet operational needs and for any
unexpected expenditures that may arise. During the second half of the fiscal year, per TRAN requirements, we set
aside 50% of the TRAN payments in January and the remaining balance in May which increases our liquidity by
the amount of these payments. The upcoming TRAN payment is $30.6 million inclusive of interest due.

Investment Comparison to Benchmark

For the month of April the City’s yield to maturity on pooled investments was .949%. The yield remained relatively stable
as there was no significant change from the previous month. The average effective rate of return for fiscal year-to-date is
1.07%. The average yield on the 2 year U.S. Constant Maturing Treasury (CMT) was .42% which reflects a decrease of 2
basis points or .02% compared to the prior month. The portfolio performed above the benchmark (CMT) by 53 basis
points or .53%. As the economy improves and interest rates continue to slowly move upward we will see the spread
between the portfolio performance and our benchmark tighten. When the short end of the yield curve begins to rise we
can expect LAIF rates to trail also.

Prepared by the City Treasurer’s Dept. for Investment Advisory Committee reference.
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The graph below tracks the US Constant Maturing Treasury yields for the past twelve month period for a variety of terms.

Historical Constant Maturing Treasury Yields
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Economic Trends

The FOMC statement of April 30th reflected an additional $10 billion dollars of tapering. Beginning in May, the Committee
will add to its holdings of agency mortgage-backed securities at a pace of $20 billion per month rather than $25 billion per
month, and will add to its holdings of longer-term Treasury securities at a pace of $25 billion per month rather than $30
billion per month. While the FOMC has expressed concerns with the weak indicators, the positive trends support their
position of continued tapering. The Committee’s sizable and still-increasing holdings of longer-term securities should
maintain downward pressure on longer-term interest rates, support mortgage markets, and help to make broader
financial conditions more accommodative, which in turn should promote a stronger economic recovery and help to ensure
that inflation, over time, is at the rate most consistent with the Committee’s dual mandate. Although the FOMC has been
clear in stating that their asset purchase policy is not on a set course they will continue to taper along as indicators reflect
that their dual mandates are being met. This course of action will cause flattening of the yield curve. The current O to %
percent target range for the federal funds rate will stay in place. If we continue to see indicators show growth although
slight fed rates are not expected to rise until 2015.

The Torrance portfolio will stay the course based on the current economic trends. Covering cash flow needs rank as the
top priority.

Prepared by the City Treasurer’s Dept. for Investment Advisory Committee reference.
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(B
City of Torrance

Investment Report
April 2014

CASH AND INVESTMENTS PER BOOKS
AS OF APRIL 30, 2014 (PRE-CLOSE)

CASH &
INVESTMENTS PERCENT

FUND PER BOOKS OF TOTAL
General 43,798,986.60 24.32
Parks & Recr Facility & Open Space 3,720,565.74 2.07
State Gas Tax 14,183,050.04 7.87
Federal Hbusing‘ Community Dev 693,524.47 0.39
Street Lighting 2,760.00 0
Propositien 1B 1,661,022.65 0.92
Police Asset Forfeiture 3,864,690.07 2.15
Drainage Improvement 19,444 47 0.01
Measure R Local Return 4,834,829.22 2.68
Government Cable 4,648,492.89 2.58
Local Retusn - Proposition C 4,061,509.38 2.26
TDA Article 3 Bicycle Fund 230,003.25 0.13
Grants/Donations 825,987.04 (A) 0.46
CDBG Fund (260,077.23) (B) -0.14
Citizens Options for Public Safety (COPS) Grant Funds - AB3229 262,722.05 0.14
Seismic Education Fund 109,969.84 0.06
Rehabilitation Housing 706,334.73 0.39
Meadow Park Parking Lot 61,201.93 0.03
Police Inmate Welfare Fund 59,129.87 0.03
Capital Improvements 16,370,596.03 9.09
Geologic Hazard Abatement 14,316.64 0.01
El Camino Training Fund-Fire 61,947.10 0.03
El Camino Training Fund-Police 8,000.00 0
Vanpool/Rideshare Fund ' 33,589.26 0.02
Torrance Fublic Financing - 1998 COP Fire/Police - 0
Animal Control Fund - 0
Successor Agency - Low Mod Housing Capital Project 11,039.94 (C) 0.01
Successor Agency - Downtown Debt Service ' - 0
Successor Agency - Industrial Debt Service - 0
DNA Sampling Fund 13,167.39 0.01
Airport Fund 6,965,190.32 3.87
Transit Operations 12,135,032.88 6.74
Developiment Impact Fund 1,384,431.45 0.77
Water Operations 15,986,251.58 8.88
Emergency Medical Service Enterprise Fund - 0
Sanitation Operations (435,308.54) (D) -0.24
Cultural Arts Enterprise (100,449.88) (E) -0.06
Sewer Enterprise Fund 7,626,763.07 4.23
Parks & Recreation Enterprise Fund 281,501.29 0.16
Self Insurance Fund 4,147,967.18 2.3
Fleet Services 17,991,703.41 9.99
Postemployment/Compensated Absences Fund 11,476,656.51 6.37
Trust & Agency 2,648,071.92 1.47
TOTAL CASH AND INVESTMENTS PER BOOKS I 180,104,614.56 | | 100 |
Redev Obligation Retirement Fund I 877.10 I(F)

(A)

(B)

©
(o))

T-131 Intersection Improvements - Measure R HW - MTA Grant has a negative cash balance of <$318,341.32>. Quarterly reimbursement request for $152,893.98
was submitted on April 16, 2014. Another quarterly reimbursement request will be submitted in July 2014.

FEAP764 Torrance Transit Terminal project - Measure R HW-MTA Grant has a negative cash balance of <$543,598.19>. Quarterly reimbursement request for
$210,791.81 was submitted on April 16, 2014. Another quarterly reimbursement request will be submitted in July 2014.

FEAP810 Pueblo Park Renovation - County Grant has a negative cash balance of <$82,736.90>. Per Department, this grant requires additional documents before
the reimbursement request can be submitted. Department is working on it and will submit the request as soon as they can.

2011 Urban Areas Security initiative Grant - Video Security Equipment - Police has a negative cash balance of <$104,261>. Reimbursement request for $104,261
has been submitted in April 2014.

2012 Urban Areas Security Initiative Grant - Personal Protective Equipment - Police has a negative cash balance of <$49,785.50>. Full reimbursement request has
been submitted in Aprit 2014.

CDBG Fund has a negative cash balance of <$260,077.23> due to | 135 Sidewalk Repair for Handicap Accessibility and Home Improvement Program charges.
Monthly reimbursement request will be submitted in May 2014 for both projects.

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

San}:tation Operations Fund has a negative cash balance due to the purchase of green waste containers from Toter, inc. for $613, 481 in May 2012 & $500,176.05 in
September 2012, a $145,095.72 transfer to Fleet Veh Repl Fd for a refuse truck in November 2013 and additional purchases of automated containers for
$64,774.80 in February 2014.

Firiance Department is monitoring and working with General Services.
The cash balance of Redev Obligation Retirement Fund for $877.10 is in a separate Bank of America account.
18



City of Torrance
Investment Report
April 2014

CASH AND INVESTMENTS RECONCILIATION

AS OF APRIL 30, 2014 (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

MISCELLANEOUS OUTSTANDING ADJUSTING JOURNAL ENTRIES:
04/18/14 Receipts interfaced on 05/01/14
04/30/14 Receipts interfaced on 05/01/14
04/30/14 Receipts interfaced on 05/05/14
04/29/14 Union Bank transaction Interfaced on 05/06/14
04/24/14 Global Water receipt shortage, GW will wire the difference to B of A on 05/07/14
05/01/14 Workers' comp cancelled check No. 459300, misdated to 04/17/14 in B of A
PE 04/19/14 Payroll flexible benefit wire out discrepancy, will be corrected in PE 05/03/14
IVR & Parking Web credit card receipts will be interfaced in May 2014
04/2014 Deposit in transit

TOTAL CASH AND INVESTMENTS PER BOOKS

19

$ 173,520,593.69

$ 6,662,142.86
1,825,542.02

8,487,684.88

|'$ 182,008,278.57 |

$ (1,430,127.03)
(67,158.46)
(123,194.75)
(8,599.39)

(1,629,079.63)

(217.39)
(292,604.94)
(8,562.00)
729.17
0.03
(1,602.02)
0.30
(1,447.00)
29,119.47
(274,584.38)

[$ 180,104,614.56 |
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