Council Meeting of
November 4, 2015

Honorable Mayor and Members
Of City Council

City Hall

Torrance, California

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

RECOMMENDATION
Recommendation of the City Treasurer that City Council accept and file the attached monthly investment
reports for the month of September 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 handie a slowdown. The portfolio is
managed to maximize duration after addressing our cash flow needs.

Respectfully submitted,

CC: City Manager
City Clerk
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Investment Advisory Committee Regular Meeting

« Call to Order

Approval of meeting minutes for October 13, 2015

Review, accept, and file September 2015 Investment Report presented by
the City Treasurer

s Oral Communication

< Adjournment

November 4, 2015

2:00pm

City Manager’s
Conference Room
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1 a;g Investment Report Summary Notes
et For the Month of: September 2015

investment Activity during the Period
The investment activity for September included 10 purchases and 4 redemptions.

Purchases- Issuer Par Value Term Coupon Yield Structure
M Y SAFRA Bank 245,000 4YR 1.60% 1.630% Bullet

First Business Bank 161,000 4YR 1.70% 1.701% Bullet
Merrick Bank 245,000 4YR 1.60% 1.601% Bullet
Nebraskaland Nat. Bank 245,000 4YR 1.50% 1.501% Bullet
Federal Home Loan Bank 2,000,000 4YR 1.63% 1.371% Bullet
Federal Home Loan Mortgage 1,000,000 4YR 1.50% 1.263% Bullet
15t National Bank of Texas 247,000 4YR 1.40% 1.400% Bullet
Apple inc. 2,500,000 3YR 1.00% 1.160% Bullet
Ally Bank 245,000 3YR 1.70% 1.465% Bullet
Federal Home Loan 1,000,000 S5YR 1.80% 1.800% 3M Callable
Redemptions- Issuer Par Value Term Coupon Yield Status
Federal Farm Credit Bank 1,000,000 3YR 0.98% 0.980% Call
Federal Home Loan Bank 2,000,000 1.26YR 1.25% 1.248% Call
Federal Home Loan Mortgage 1,000,000 .25YR 2.00% 1.984% Call
Federal Home Loan Bank 500,000 .25YR 1.63% 1.612% Call

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 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 cali the bond. If the options 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 $24.5 million with an average monthly yield of 0.337%. Activity
detailed on page 3 of the Investment Report. The aggregate investment portfolio balance on August 31, 2015 was
$163,598,899. As of September 30, 2015 the ending balance is $170,039,469 resulting in an increase of $6.4 million
from the previous month which is normal for this period of the Fiscal Year. Some factors that contributed were the
$2 million increase in inflows and $2 million lower outflows in comparison to this period in 2014 and FTA received
in the amount of $2.2 million.

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 state or conditions of the economy. The portfolio’s current average maturity is 723 days or 2.01
years. This is a 29 day decrease from the previous month. 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 $25 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.

Investment Comparison to Benchmark

For the month of September the City’s yield to maturity on pooled investments was 1.082%. The yield decreased by
2 basis points or 0.02% from 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 0.640% which reflects a decrease of 10
basis points or 0.10% compared to the prior month. The portfolio performed above the CMT benchmark by 36 basis

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



City of Torrange, California
Investment Report Summary Notes
For the Month of: September 2015

points or 0.36%. Asthe 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
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Q,;,AN% CITY OF TARRANCE

S.Q\ N FISCAL AGENT FOR SUCCESSOR RDA

8 —5 RESTRICTED

it {i,ﬁzgg CASH BALANCE REPORT

V<.‘> A “"'“:'ooé~ September 30, 2015
CSIpEnT P

Book Value
Bank of America
City of Torrance
Successor RDA Agency
Account # xx-046 97.91

Bank of America

City of Torrance

Successor RDA Agency - Low Mod

Account # xx-140 0.00

Local Agency Investment Fund (LAIF)

City of Torrance

Successor RDA Agency

Account# -xx-072 469.81

TOTAL $ 567.72

Page 15
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CITY OF TORRANCE

INTEROFFICE COMMUNICATION

DATE: 10/20/15

TO: Dana Cortez, City Treasurer
FROM: Eric E. Tsao, Finance Director /54

SUBJECT: Cash & Investments Report for September 2015

&
City of Torrance

Investment Report
September 2015

CASH AND INVESTMENTS RECONCILIATION
AS OF SEPTEMBER 30, 2015 (PRE-CLOSE}

INVESTMENTS PER PORTFOLIO SUMMARY $ 170,039,469 74

Cashin Bank of America Generat Account $ 110517644

Cash in Bank of America Housing Account ....2,266,21679

33713933

TOTAL FUNDS PER INVESTMENT REPORT I $ 173;410;662.97]
OUTSTANDING WARRANTS:

General Account $ (2.336.699 78)

Payroll Account {83469 59;

Workers' Compensaticn Account {91,720 78)

Housing Account (12,037 00y

(2,523,927 15)

DEPOSITS IN TRANSIT
09/30/2015 Deposit in trensit 21,987 92
September 2015 Globa Water cash coliection interfaced on 09/30/2015 99,572 62

121,560 54

MISCELLANEOUS OUTSTANDING ADJUSTMENTS:

Adjustment from City Treasurer's office - change in interest Amortization cacuiation 837
VR & Parldng Web credit card receipts will be interfaced in October 2015 769 24
08/01/45 Union Bank interest - correction interfaced on 10/08/15 {8 39)
08127415 Cash deposit on 8/27/15 - corection interfaced on 10/09/15 {6,308 10)
08/31/15 Union Bank Investment No 11073 interface error - correction interfaced on 10/09/15 64405
09/01/15 Union Bank interest - correction interfaced on 10/08/15 1275
09/04/15 Animal Control Deposit error - deposit was for $1.573 but posted $1,753 - correction will be interfaced on 1/2¥15 180 00
09411715 Union Bank investment No 11185 interface error - correction will be interfaced on 10/23/15 5,269 50
0914/15 Union Bank Investment No 11189 - cormection will be intetfaced on 10/23/15 {18,520 00)
09/22/15 Cash Deposit interface enror - correction will be interfaced on 10/23/15 10000
09/25/15 Union Bank investment No 11180 - comrection will be interfaced on 1072315 {8.660 30)
09/28/15 Union Bank interface error Investrment No 11185 - correction will be interfaced on 10/23/15 244,998 99
09/29/15 Prewrite check 297298 posted in Oct 2015 1,200 00
09/29/15 LACMTA wire to Bank of America - transaction interfaced on 10/01/15 {984,323 06)
09/29/15 Union Bank {nvestment error Investment No 11185 - correction will be interfaced on 10/23/15 (249,998 99)
09/30/15 Cash Deposit - correction interfaced on 10/07/15 (5.702 81)
09/30/15 Cash Deposit - correction interfaced on 10/07/15 (7.022 78)
09/30/15 Union Bank investment No 11180 - cofrection will be interfaced on 10/23/15 {407 67)
09/30/15 Union Bank Investment No 11193 - corraction will be interfaced on 14/23/15 10,200 00
09/30/15 Worker's Comp Credit Adjustment ck 468087 Encoding Error Credit - correction will be posted by bank in Oct 2015 3600

(1017533 16}
TOTAL CASH ANDINVESTMENTS PER BOOKS l $ 169,950,963.20 l
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