Council Meeting of
December 17, 2013

Honorable Mayor and Members

Of City Council

City Hall

Torrance, California

Members of Council:

SUBJECT: City Treasurer - Accept and file Investment Report for October 2013

RECOMMENDATION

Recommendation of the City Treasurer that City Council accept and file the attached monthly
investment report for the month of October 2013.

FUNDING
Not applicable

BACKGROUND

On December 18, 2012, 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,

Noted:

LeRoy J. n
City Manager

CC: City Manager
City Clerk
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Investment Advisory Committee
Special Meeting

AGENDA

« Call to Order

December 9, 2013 ® Approval of 10/28/2013 Minutes of

2:00pm Meeting
City Manager’s @ Presentation by the City Treasurer of
Conference Room the changes to October 2013

Investment Reports
@ Review and approve City of Torrance
Statement of Investment Policy for
2014
« QOral Communication

« Adjournment
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Investment Report Summary Notes for

October 2013

Investment Activity during the Period
The investment activity for October included 7 purchases and 2 redemptions.

Purchases

Issuer PAR VALUE TERM RATE YIELD Structure
Federal Farm Credit Bank 3,000,000 4 years 1.23% 1.23% Bullet
Federal Farm Credit Bank 1,000,000 4.6 years 1.48% 1.48% Bullet
Farmer Mac 3,500,000 5 years 1.94% 1.94% Bullet
1st Nat’l Bank of Kentucky 245,000 3 years .90% .90% Bullet
GE Cap Retail Bank 245,000 3 years 1.20% 1.20% Bullet
Private Bank & Trust 245,000 3 years 1.00% 1.00% Bullet
Farm Bureau Bank 245,000 4.5years 90% .90% Bullet

Bullet bonds cannot be redeemed early by the issuer because they do not contain any callable provisions.
Redemptions

Issuer PAR VALUE TERM RATE YIELD STATUS
Berkshire Hathaway 1,000,000 5.75 years 4.63% 4.338% Matured
Federal Home Loan Bank 1,000,000 3.1 years 2.00% 1.019% Matured

The LAIF balance decreased by $16 million and the average monthly yield was .266%. During the month of October we
had 3 LAIF deposits and 7 withdrawals. The total portfolio decreased by $9.4 million. This was primarily due to the full
redemption of COP 1998 in the amount of $5.6 million and expenditures were higher than normal in part due to fire
engine purchase for about $1 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 1059 days or 2.9 years.

» 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 $1.1 million
excluding LAIF that has a projected average balance of 10.6 million for the same period.

Investment Comparison to Benchmark

For the month of October the City’s yield to maturity on pooled investments was 1.088%. Yield to maturity is the
calculation of what the portfolio is expected to earn. Yield to maturity incorporates anticipated interest earnings,
amortization and accretion of the portfolio as part of its calculation. The yield increased 8 basis points or .08% from the
previous month. The average effective rate of return for fiscal year-to-date is 1.19%. The effective rate of return is the
actual performance of the portfolio which includes interest earned, loss/gain, amortization and accretion. The average
yield on the 3 year U.S. Constant Maturing Treasury (CMT) was .57%. The portfolio performed above these benchmarks
(CMT) by 52 basis points or .52%.

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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Investment Report Summary Notes for

October 2013

Compliance

The City of Torrance Investment Policy is crafted using California Government Code §53600 as its foundation while
integrating the City’s conservative approach to investing by making the City’s policy much more restrictive.

At the end of FY 2012-2013 the city’s portfolio was in full compliance with the City’s Investment Policy. During the month
of July the portfolio size was reduced by about $30 million dollar which is normal as the City prepays its PERS
contribution during this period. The portfolio overall was in compliance with the Investment Policy by sector but the
shrinkage of the portfolio caused certain issuers to be above the permitted limits. Our investment policy as the
Government code only requires that purchases be in compliance at the time of purchase which they were. Details below
reflect issuers above the allowed limits:

Federal Agency Issuer: Corporate Issuer:

Federal Home Loan Mortgage Corporation = FHLMC General Electric Capital Corporation = GECC
Allowed amount = 30% per Policy Allowed amount per Policy = 5%

May 2013 is the date of the last purchase -23.50% February 2012 date of the last purchase-4.64%
July 2013: FHLMC - 31.28% GECC - 5.75%

August 2013: NONE GECC - 5.38%

September 2013: NONE GECC - 5.33%

October 2013: FHLMC - 30.79% GECC - 5.56%

During this period no new purchases were made with the identified issuers. The policy does not require that the portfolio
be stored to the permitted limits as these purchases were made within policy. It is anticipated that as the portfolio size
grows in the upcoming months this matter will correct itself.

Portfolio Forecast

The Congress and Federal Open Market Committee have been no friends to the economy during this period. Their actions
have placed the economy in a precarious state. While we have enjoyed some GDP growth it has not been as robust as
anticipated. The economy has survived a short but painful government shut down and sustained “Tapering Talks” which
caused a short lived spike in long term rates. Although the government has not arrived at a permanent solution to their
budget woes and the threat of another government shutdown looms in the near future, the Federal Open Market
Committee has stated they will not “taper” until unemployment goals are obtained. If this is the case we can be rest
assured that rates will continue in these all time lows for several quarters to come.

Prepared by the City Treasurer’s Dept. for Investment Advisory Committee reference.
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i of Torrance
[nvéstment Report
October 2013

CASH AND INVESTMENTS PER BOOKS
AS OF OCTOBER 31, 2013 (PRE-CLOSE)

CASH &
INVESTMENTS PERCENT
FUND PER BOOKS OF TOTAL
General 16,918,696.99 11.99
Parks & Recr Facility & Open Space 3,930,358.26 278
State Gas Tax 14,048,465.16 3.93
Federal Housing, Community Dev 656,988.69 0.46
Street Lighting 27,060.00 0.02
Traffic Congestion Refief Act 2000 - AB2928 . N
Proposition 18 1,708,071.87 1.21
Police Asset Forfeiture 4,044,859 11 2.86
Orainage Improvement 19,444 .47 0.01
Measure R Local Return 290,319.18 0.21
Govemment Cable 4,354 452.13 3.08
Local Retum - Praposition C 3,727.156.99 263
TOA Atticte 3 Bicycle Fund 208,699.37 0.15
Grants/Donations (46,120.03) (A) (0.03)
CDBG Fund (82.380.46) (B) (0.06)
Citizens Options for Public Safety (COPS) Grant Funds - AB3229 17265501 0.12
Seismic Education Fund 58,143.08 0.04
Retabilitation Housing 706,334.73 0.50
Meadow Park Parking Lat 33,402.22 5.03
Police Inmate Welfare Fund 54,070 10 0.04
Capital improvements 17.804,675.15 12.58
Geologic Hazard Abatement 14 316.64 0.01
E1 Camino Training Fund-Fire 136,319.70 010
El Camino Training Fund-Potice 10,000.00 0.01
Vanpool/Rideshare Fund 10,634.22 0.01
Torrance Public Financing - 1998 COP Fire/Police (456.87) (C)
Animal Control Fund - -
Successor Agency - Low Mod Housing Capital Project 7.336.74 (D) 0.01
Successor Agency - Downtown Debt Service 14,354.35 (E) 0.01
Successor Agency - Skypark Debt Service B .
Successor Agency - Industrial Debt Service 144 ,670.07 (F) 0.10
Underground Storage Tank Fund : .
DNA Sampling Fund 4,.231.86 -
Airport Fund 6,539,503.56 4.62
Transit Operations 12,171,944 .02 8.60
Development Impact Fund 1,110,266 91 0.78
Water Operations 9,235,925 22 6.53
Emergency Medical Service Enterprise Fund - -
Sanitation Operations (338,555.85) (G) (0.24)
Cultural Arts Enterprise (13,220.81) (H) (0.05)
Sewer Enterprise Fund N 8,754,050.60 6.19
Parks & Recreation Enterprise Fund 80,840.39 0.06
Self Insurance Fund 5,700,861.35 4.03
Fleet Services 17,228,767.50 12.18
Postemployment/Compensated Absences Fund 9,462.289.34 6.69
Trust & Agency 2,567,160.92 1.81
TOTAL CASH AND INVESTMENTS PER BOOKS L 141,482,691.88 ] L 100.00
Redev Obligation Retirement Fund [ 209,155.18 ] )
(A} T-030 Del Amo Blvd. extension project - MTA Grant has a negative cash batance of <3506.461 32> METRO s holding approximately $701.873 of retention and wilt
issue the check to City when the final review is completed.
T-131 Intersection improvements - Measure R HW - MTA Grant has a negative cash balance of <$190,098.72> Quartedy reimbursement request for $77,012.71
was submitted on October 25, 2013
FEAP764 Torrance Transit Terminal project - Measure R HW-MTA Grant has a negative cash balance of <$235,782.51> Quartery reimbursement request for
$129,558.85 was submitted on October 14, 2013.
I-111 Measure R N47 Maple Ave @ Sepulveda project - Measure R HW-MTA Grant has a negative cash balance of <$31,987.04>. MTA audit is in process. Once
the audit is completed, Metro will release the payment.
FEAP810 Pueblo Park Renovation - County Grant has a negative cash balance of <$82,736.90>. As per Department, this grant requires additionat documents
before the reimbursement request can be submitted. Department is in process to prepare those documents
1-102 Stormwater Basin Enhancement Program - State Grant has a negative cash balance of <$25.42>. Department will request the reimbursement when more
expenses are accumulated.
(B) CODBG Fund has a negative cash balance of <$82,380.46> due to Home Improvement Program charges. Reimbursement request will be submitted by Community
Development in November 2013,
(C) The reimbursement request from the Construction Fund for the Certificates of Participation Series 2004 A&B will be submitted in December 2013
(D) Funds will be used to pay Coleman Court and Ocean Terrace Senior rental subsidy
(E) Residuals that wil be used to pay Downtown bond debt
(F) Residuals that wili be used to pay Industrial bond debt
(G) Sanitation Operations Fund has a negative fund due to the purchase of green waste and refuse containers from Toter, inc for $613 481 10 May 2012 & $500.176 05
1 Sep 2012
(H) Finance depanment is moatoring and working with General Services

)

The cash balance of Redev Obligation Retirement Fund for $209,155 18 is in a separate Bank of Amenca account
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City of Torrance
Investment Report

October 2013

CASH AND INVESTMENTS RECONCILIATION
AS OF OCTOBER 31, 2013 (PRE-CLOSE)

INVESTMENTS PER PORTFOLIO SUMMARY $ 14041091747
Cash in Bank of America General Account $  1,325,086.00
Cash in Bank of America Housing Account 1,568,174.28

2,893,260.28

TOTAL FUNDS PER INVESTMENT REPORT 5 143304.177.75

QUTSTANDING WARRANTS:

General Account $ (1,128,285.71)
Payroll Account (91,087.50)
Workers' Compensation Account (128,079.91)
Housing Account (7,815.00)

(1,355,268.12)

MISCELLANEOQUS OUTSTANDING ADJUSTING JOURNAL ENTRIES:

10/10/13 Receipts interfaced on 11/04/13 $ (7,815.86)
10/24/13 Receipts interfaced on 11/05/13 (5,279.47)
10/25/13 Receipts interfaced on 11/04/13 (702.99)
10/25/13 Receipts interfaced pending (10.00)
10/30/13 Receipts interfaced on 11/04/13 (321,525.31)
10/30/13 Receipts interfaced on 11/05/13 (133,128.78)
10/30/13 Receipts interfaced on 11/04/13 (24,134.06)
IVR & Parking Web credit card receipts Interfaced pending (29.00)
10/2013 Depositin transit 26,407.72

(466,217.75)

TOTAL CASH AND INVESTMENTS PER BOOKS li 141482'691-@1
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