CITY OF TORRANCE

DEFERRED COMPENSATION PLAN COMMITTEE
September 13, 2012 Meeting Minutes

Members Present: Ms. Dana Cortez — City Treasurer

Mr. Eric Tsao — Finance Director
Mr. John Fellows — City Attorney
Ms. Mary Giordano — Assistant City Manger

Guests: Mr. Kent Morris — Great-West Retirement Services

Ms. Usha Archer — Great-West Retirement Services

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 Ms.
Cortez on September 13, 2012 at 3:00 pm. The meeting was intended to review and finalize the Great-
West contract changes proposed at the last Committee meeting with respect to the Part-Time (3121)
Plan, and to review the Retirement Plan’'s Quarterly Investment Review. An Asset Allocation Models
analysis was also prepared for review.

INVESTMENT MEETING

ACCEPTANCE AND FILING OF AUGUST 3, 2012 MEETING MINUTES
A motion was made to accept and file the August 3, 2012 meeting minutes. The motion was
seconded and approved.

GREAT-WEST SERVICE CONTRACT / COSTS REVIEW - FINALIZE

The Committee reviewed the renegotiated pricing that had been previously discussed at the last
Committee meeting with respect to the Part-Time Plan. As requested, Great West conducted a
study to identify the impact to asset based fees should lower, less active, participant account
balances be removed from the Plan. After discussicn, the decision as to whether to remove lower
account balances was tabled pending further research.

After further discussion, it was determined that it was prudent to move forward with an asset based
charge as opposed to a per participant charge, as it was more equitable for the Part-Time Plan
participants. A motion was subsequently made to approve and adopt the Great-West 5-year
Contract for renewal, provided Part-Time Plan participants would be charged an asset based
charge as opposed to a flat dollar fee. The motion was seconded and unanimously approved.

Noted that Mr. Morris advised that the asset based charged could be changed to a flat per
participant fee at any time in the future, if the Committee so desires.

RETIREMENT PLAN QUARTERLY INVESTMENT REVIEW

Mr. Campbell reviewed the Market Overview section of the Retirement Plan Quarterly Investment
Review. His overview of the state of the economy during the second quarter of 2012 included a
review of GDP, unemployment numbers, inflation and interest rates, and the impact that these
factors might have on the Plan. He proceeded to discuss the performance of different sectors of the



economy, and the performance of domestic equity asset classes. Several funds in the Plan were
highlighted, as follows:

Stable Value Fund: The GW Custom Stable Value fund, which holds over 50% of the Plan’s assets,
outperformed the custom stable value category benchmark over every timeframe measured as of
June 30, 2012. Mr. Campbell advised that approximately 40% of the portfolio was due to mature in
the coming months. As a result, the fund’s expected move into Mortgaged Backed Securities,
based on current yields, would likely result in lower returns over the short term due to the drop in
interest rates. However, he noted that a yield within the 3% range is still very competitive for this
type of fund. Mr. Campbell advised that the Committee may want to further it's discussions with
Great West with respect to broadening the Investment Policy Statement for the fund.

Dodge and Cox Stock: The fund struggled in 2008 as a result of its financials exposure. Iis
contrarian style is more aggressive than its peers, making it more volatile. The fund experienced
some short-term outperformance due to its overweight in technology and healthcare, and
underweight in industrials and materials.

Growth Fund of America: The fund’s team of nine portfolio managers employs a down-capture
strategy, which typically outperforms in declining markets and, as such, has contributed to relative
outperformance for the second quarter of 2012. The fund continues to underperform on a one-, 3,
and 5-year basis. On a longer-term basis, extending out 10 to 15 years, the fund is a top
performer.

Asset Allocation Models: The Models, which account for approximately 12% of Plan assets,
underperformed relative to their custom category benchmarks in the 3-year time period, however,
they outperformed in the 5 year time pericd. They remain competitively priced.

Overall, the Plan's funds had an average rank of 15, and a weighted rank of 17, per the Plan’s
Investment Policy Statement evaluation methodology. There were no underperforming funds in the
second quarter. In regards to risk, the Plan’s funds had an average up capture ratio of 38, and an
average down capture ratio of 46, indicating slightly more risk in down markets than that of peers.
With respect to cost, only one fund did not outperform, Artisan International. Point-in-time Plan-
level portfolio return demonstrated outperformance relative to the custom active and passive
benchmarks on the 3-month, YTD, one-, 3-, 5-, and 10-year basis.

The performance of several funds in the Part-Time (3121) Plan was highlighted, as follows:
Putnam High Yield Advantage: The fund underperformed in the 3-year time period relative to its
category benchmark due in part to its sector and security selection; however, Mr. Campbell noted

that its performance was not concerning at this time.

Janus Balanced: Relative to its peers, this fund has a lower percentage of equity in its allocation,
and consequently lagged the peer group on a 3-year hasis.

Lord Abbett Value Opportunities: The fund underperformed its peers on a 3-year basis, due in part
to an overweighting in the industrial sector.



Iv.

V.

Maxim Lifestyle Funds: These funds continue to post average performance. Mr. Campbell
indicated that it would be mcre ideal to add the Asset Allocation Models to this Plan when the Plan
is large enough for it to be permissible.

Ariel Appreciation: This fund continues to be inconsistent with its performance, as evidenced by its
low rolling returns ranking among its peers.

Overall, the Part-Time Plan’s funds had an average rank of 26, and a weighted rank of 23, per the
Plan’s Investment Policy Statement evaluation methodology. It was noted that the expense ratios
of all of the funds in the Part-Time (3121) Plan were ranked as average or better than average,
relative to their respective category benchmarks, with the exception of the Putnam High Yield Fund,
the JP Morgan Mid Cap Value Fund, and the Lord Abbett Value Opportunities Fund, which had
higher than average expense ratios.

A discussion ensued regarding the use of variable funds in the Part-Time Plan, specifically in light
of the fact that the Stable Value and Guaranteed Certificate funds comprise over 80% of the Plan’s
assets. Mr. Campbell advised that removing the variable funds might not be permitted with
regards to the Committee’s fiduciary obligations to participants. In addition, the potential for cost
savings would likely be minimal. After discussion, the Committee agreed that it was prudent to
continue to offer variable options.

ASSET ALLOCATION MODEL ANALYSIS

Mr. Campbell presented an Asset Allocation Models analysis, which was prepared as part of the
Committee’s diligent process in analyzing the Models offered in the Plan. He noted that the equity
glide path of the Models had comparable equity exposure relative to that of Target Date Funds
available in the industry; however, the Models, as currently allocated, do not take time horizon into
consideration. He reviewed the allocation of each, as well as returns and risk-adjusted returns.
The analysis also depicted the efficient frontier, which demonstrated that the Models are fairly
conservative as allocated.

Mr. Morris reminded the Committee that Great West is not the discretionary fiduciary for the Asset
Allocation Models. That responsibility falls to the Committee, and it is the Committee’s responsibility
to communicate with Great West if they require any changes to the allocations. Mr. Campbell
advised that most Committees either outsource the duties of discretionary fiduciary for Asset
Allocation Models to a vendor, or, as in this case, if the vendor does not handle this, to a third party
consultant such as BFSG. Mr. Campbell discussed the advantages of delegating the fiduciary
responsibility to a third part consultant such as BFSG, in terms of risk and liability reduction. He
further recommended that time be added as a factor to the Models.

The Committee discussed whether the Models should continue to be offered in the Plan. Ms.
Archer suggested that a participant survey to examine the demographic characteristics of those
participants currently using the Models may be conducted.

After discussion, the Committee indicated that changes were not warranted at this time and that the
Models were adequate, provided they continue to be well communicated to participants. This topic
may be revisited at a later date at the Committee’s request.

GREAT WEST PLAN REVIEW



VL.

Ms. Archer discussed the recent education efforts of Great West, and indicated that numerous City
of Torrance employees had been reached either in groups or through one-on-one meetings. She
also explained that the new Plan’s website would be online by the end of September, and that it
would incorporate updated features such as Projected Retirement Income Tools.

Ms. Archer reported that the seminar targeting employees in their 30's and 40's, and stressing
increasing contributions, would be held on October 26, 2012.

CLOSING
The Deferred Compensation meeting adjourned at 4:35pm.



1S1] yojem eyl uo paoe|d usag SABL MO|ISA Ul PapEYS Spun4 ‘panoLual aq 0} painpayos ale pay Ul pajsi| spund

SUOIINGUILOD MaU 0} UaZoJ) ale anjg Ul pajs]| spun4 ‘pappE aq 0} pa|NpaLds ale uaals) Ul pajsl| spun

[ 169 cLl GG LL Lt 28’ GG YIMoIs) |[ELLS ED
et 66| 6081 LLe 19'8 76°E- % S L}molD) 000E eSSy

ag'o  |( £ )60 (e )g6'L {25 )GL Ll v.ie- 6'9 20 %8¢" Mmoo |lewsg Z Auedwo) ||ewg uosiuuap [eRUspnld
621 Z8'9 120" 8z Ll GB'e- oF'9 Gt pus|g [[BWS e
Sl yoaTee s DsU L0 e ST v e | 2 ~__00ozjessmy
s 869 19'0 S8 LL 00°Z- £9'8 68'¢- %E9'T pusig jlews (Da 104) P4 XPI 000Z SSNY ¥20.42Rlg
ze'l = LED ¥S L) 68°Z- 65’9 08'%- an[eA [eWws e
| o059 S0k-  gvil il SEIEE IO . P S anjeA 000z [[ssny
00 |(sz Ygo'g (s )9z0 (e )GL'8lL £2'e £9°9 L5 %LIE0 aneA [lews Z Il anjep de) jlews ejquinjod
0zl L 651 1zl 96~ 1972 638G Lmols piiN 18D
s ; 08k 06l BB 0k'8 00 A e et ; S uimaisy deg P (l9ssny

og0 |(u )zge (e )20v (6l )8E6L 560" 89°L 68 %LEY Y1mols pip yimols) de-pliiy @91id emoy 1L
gz} ) 680" 716Gl G- 26'G 65 G- pus|g pIIN 1eD
O O 7 9g'6) gez- | 064 €67 SRR = s S 001 S
§Z°0 vZ'e 852 €61 Wz %S1L'Z (2@ 104} pd xp| b3 ded piw 3o0.54elg
9z 1 Zze’g 680 pLG) 7 I e pusig PN 180
syel 0 90) prel  S9k- | J6L  OvY Rl o ceopijisss

580 |[(z JooglL (o9 )erl (12 )9z8lL Z9'7- z0el 00 %00°L pua|g pIA | 3§ 00 pabelana Josiapy Aljapid
L17) L0 0Z0- G/ 9l 0z ¢- Sz 69 - anjeA PIAl 1ED
S e S el €66l LE0- | 8LL 9T o SR ; ~ ®nepdeD piAl IRssny

os0 |z )vee (6 )zgz (9 )egoz £r'g sy'olL 150" %Ll anjeA piiN lsu) anjep des pi ueBiopdre
0L Zv's PLL 96'%7) Lol 656 #9'G- ymois) ebie] jed
b v U €09 LlBlci s T OGHE] 9.6 goob  gov | e e G3MoID) 0001 lI9ssny
g0 (e )ore (zz)gLo- (o8 )ovzl 8L'0 166 oLy %59 ymols) abaen Gy Jauwly JO pund ypmods) spung uespiawy
G0’} G6't Z80- Lovl £80 6L 7S - pusig ableq ey
ge's 220 orel  Sys | 6¥6 Sl it ; AR e 005 d%8

810 LW's LE0 Lr'9L ir'e 8v'6 9.2- %ZL'E 49 pund xpj b3 320142819
ge0 {2 )ere (se)soo  (€5)10FL ££°0- 0Ll 95°¢- %0E"L pusjg abieq §Y S10JS8AU| [BJUBWIEPUNS SPUNY UEDLIDWY
v0'L G6'Y ¥8 - Ll 99'0 G0/ L9°g- an[e/ eb.ie Jed
8¢S .~ 6Ble 086l Ho'E 898 O | B T S =T SN[eA 0001 19SSy

zs0 |{vr)aLs (el )poe-  (ev )ob'wl 1670 186 L0°¢- %0Z'% anjep abie 32038 X090 B abpog
640 €G'G 8’9 758 299 09'c Gg'L puog SjelpaLuIsiU| 1D
£9'S GEE - EEE L A LT 00z | e et e puog sjebeibby shejleg

o0 (2 )esg (¢ )gzs (vr)g9sg 96'9 SL'S 6172 %L0'e J1su| winjay [eloL O
¢v'0 (e )ess (et )ee9 (85 )#08 £6'S oey 6Z°L %09°0 puog ajeipauLaiu] awoou| xo9 g 9bpog
A PO 0L°€ lgz  ziz | 260 D I e - et P anje/\ 8|gels e

a VIN 90y 69°¢ ve'e gL 9.°0 %61°LG paxid (20oueLIO] ) 2N[EA 3]qRIS WIOISND MO

oney Jea ) 0l iE3A € eaj L yuopl ¢ | wybBropp Mobsjen yewyosuag f uoijdp Jususanuj
asuadxg

Z102/0E/9

(Z 4o | 9bed) Alewwwing asuew.oidd pun4

2102Z/08/9 40 Se EIEq sueld (e)L0Y ® V Ueld LSy 9ouelio] jo AND



“151] yaiem sy} uo paoce|d usaq aAeY MO[[3A Ul PApEYS spun4
SUOIINGLIUGD MBU 0} USZoy &l2 an|g Ul pajs|| spun4

‘PBACLIBI 8¢ 0} PRINPaYds ale pay Ul pajsl| spun4
‘peppe a9 0} pajnpayds ale uaalg) Ul pajs]| spun4

oney
asuadx3g

1EB )\ 0L

GO’} S67 z8°0- Lol £8'0 6SL vEY- puaig ebie] 4eD
o | S deli el CHCRRNS : AT ________Dosdss
§8'0 VIN 6E°L 9e'¢elL 9.°0- 59°L 66°¢- %85S uoneao||y aalssalbby
90’k | 298 aRE e R Zl'9  80e e . uoneoo|ly Sjeispoly 1D
el 08'S . By 062l  0r9 | €9 ) e e ok R0 008 %8S %09 / 60y 08 %0¥
8.0 WIN 612 Ls'LL 58°0 899 L8 L %Z6°S uoleao||y aje1apo
T 696  &lt LT e s S| B e UOIEa0][y SATEAISSUOD JED
| s8s RSECEAS A 8| s e e MDA | e e 00§ d'9S %S¢ / BBV 09 %59

L0 VIN oLy 99°6 122 L9'G 19'0- %¥ L0 3|59 UONEDO||Y SAIJEAIISUCD
9g'L t44°) Ge's- 169 Z9'€l- L6'E Y0 4- Aunb3 abieq ublaiod 3e9
ris ave- 98§ e8€l g6c &bl = o s e 34v3 1I0SIN

520 8g'g z8'S- £2°9 09°CL- T £6°0- %450 49 pund xp| b3 34v3 yoonioe(g
zzL (e yrre (o2 )erz- (8 )66°0L gLe- 601 Ly %08°¢ AU| [EUCHELISIU]| UBSIHY
(vt Ywe (s )ors  (or )9zl z0'slL- 1427 9¢'8- %E6°0 fyinb3 ab1eq ublaiod 1 YIMoID [Ju] uiagasuelly

alA yuol £ | b fiobBajen

Z102/0E/9

(z Jo z 9bed) Arewwing aouewLIOMdd pun4

yiewyouag ; uondQ juaunsaau|

2102/0¢/9 Jo se ejeq

sueld (e)L0V ® V ueld LGy @ouedio] jo A1)



Data as of 6/30/2012

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

1-Year Fund Performance vs. Index and Category Benchmark

LO11B20]|y BAISSaJE8y

UOIE20]|Y 21BJI2P0IA

LOI1E20||Y SAIIRAIDSUCD)

A s19yen Buidojaaag Jawisyusddo

| s34 SulBiewl v4a

40 pund xpi b3 34v3 yoonioe|g

AU| [BUOIBUIDIU| UBSILIY

[ YLMOIS U] Uisgaduely

Z Auedwo) [jewS uosiuuss [elzuspnid

(2@ Jey) p4 xp1 000Z ||1955NY 3P0 RRE|g

Z 1l anjep ded jlews eiquinjod

Yamodo ded-piin 83Lid BMoY *1

(2@ 40y) p4 xp1 b3 ded piAl 0028

19135 0) padesanaT Josiapy Alspl

syl anjeA ded plilal UeSIoAdr

yimolus) diyd anjg 231id amoy ‘L

42 puny xp| b3 sponpelg

awoou| Aunb3 ao1id amoy "1

32015 X070 1§ 98pog

ApY puog |eqo|D uojd(duwdL

J3SU] UIN3Y [B101 ODIAILd

3woou| x0) g 29pog

(s2uBMIDL) BN[EA B]QRIS WOISND AD

10.00

5.00

0.00

-5.00

-10.00

-15.00

-20.00

GY JBWY JO PUNH YIMOoJD spund UeILIswy

GY S101SDAU| [RIUSWEPUNS SPUNS URILIDWY

B Active Category Benchmark

] Passive Index Benchmark

] Mutual Fund Option




Data as of 6/30/2012

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 6/30/2012

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

5-Year Fund Performance vs. Index and Category Benchmark
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Data as of 6/30/2012

City of Torrance 457 Plan B

1-Year Fund Performance vs. Index and Category Benchmark
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Data as of 6/30/2012

City of Torrance 457 Plan B

3-Year Fund Performance vs. Index and Category Benchmark
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Data as of 6/30/2012

City of Torrance 457 Plan B

5-Year Fund Performance vs. Index and Category Benchmark
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