Council Meeting of

April 1, 2014
Honorable Mayor and Members
Of City Council
City Hall

Torrance, California
Members of Council:
SUBJECT: City Treasurer - Accept and file Investment Report for February 2014

RECOMMENDATION

Recommendation of the City Treasurer that City Council accept and file the attached monthly
investment report for the month of February 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,
_ Pl

- / Dana Cortek
City Treasur r}
L/

L.

Noted:

fLotlesed
Roy 4. Jacks$on
ity M&nhager

CC: City Manager
City Clerk
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Investment Report Summary Notes for

February 2014

Investment Activity during the Period
The investment activity for February included 4 purchases and 8 redemptions.

Purchases
Issuer PAR VALUE TERM RATE YIELD Structure
Federal Farm Credit Bank 3,000,000 3.3years 1.100% .931% Bullet
Federal Home Loan Bank 2,000,000 4.3 years 1.250% 1.356% Bullet
Federal Home Loan Bank 2,000,000 2.3 years 2.125% 428% Bullet
Federal Home Loan Bank 2,000,000 2.0 years 1.000% .363% Bullet
Redemptions
Issuer PAR VALUE TERM RATE YIELD STATUS
Federal Home Loan Mortgage 1,000,000 3 years .550% -549% Called
Corp
Federal Home Loan Mortgage 3,000,000 S5years .750% .749% Called
Corp
Federal Home Loan Mortgage 1,000,000 4 years .800% .799% Called
Corp
Federal Home Loan Mortgage 2,000,000 S years .750% .749% Called
Corp
Federal Home Loan Mortgage 2,000,000 Syears 1.125% 1.123% Called
Corp
Federal Farm Credit Bank 1,000,000 3 years 440% .439% Called
Apple Bank 245,000 1.5 years .500% .500% Matured
Walmart 2,000,000 4.5years 3.000% 2.904% Matured

The LAIF balance increased by $4.9 million and the average monthly yield was .236%. During the month of January we
had 4 LAIF deposits and 4 withdrawals (activity detail on page 3 of the investment report). The LAIF (less TRAN set aside)
balance as of February 28, 2014 was $21.7 million. January 31, 2014 portfolio balance was $164,421,126 and the
balance as of February 28, 2014 was $166,247,276. The total portfolio increased by $1.8 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 ol
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 861 days or 2.4 years. This is a slight 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 $14.2 million
excluding LAIF that has a projected average balance of $13.2 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. For this fiscal year the TRAN payment is $30 million plus interest.

Investment Comparison to Benchmark

For the month of January the City’s yield to maturity on pooled investments was .915%. The yield decreased 5 basis
points or .05% from the previous month. The average effective rate of return for fiscal year-to-date is 1.11%. The average
yield on the 2 year U.S. Constant Maturing Treasury (CMT)} was .33% which reflects a slight decrease of 1 basis points or
.01% compared to the prior month. The portfolio performed above the benchmark (CMT) by 59 basis points or .59%. As
the economy improves and interest rates continue to slowly move upward we will see the spread between the portfolio
performance and our benchmark contract. Our portfolio is a buy and hold portfolio, and in an interest rising environment,
we can expect that there will be periods where the portfolio will appear to underperform in relation to our benchmark.
Although this behavior is still not present it is important to understand that this will happen. This expected behavior for
a buy and hold portfolio, as this type of portfolio, tends to lag in catching-up to rising interest rates especially if rates rise
quickly. We will see the same happen with LAIF rates. Although the LAIF portfolio does not exceed 18 months, in
general, we can expect that LAIF yields will also lag as rates rise.

Prepared by the City Treasurer’s Dept. for Investment Advisory Committee reference.
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Investment Report Summary Notes for

February 2014

The graph below tracks the US Constant Maturing Treasury yields for the past twelve month period for a variety of terms.

—o—3 Month Historical Constant Maturing Treasury Yields
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Il. RESTRICTED FUNDS
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Ill. CASH & INVESTMENT PORTFOLIO SHARE
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City of Torrance
Investment Report
February 2014

CASH AND INVESTMENTS PER BOOKS
AS OF FEBRUARY 28, 2014 (PRE-CLOSE)

CASH &
INVESTMENTS PERCENT
FUND PER BOOKS OF TOTAL

General 36,169,929.89 21.93
Parks & Recr Facility & Open Space 3,714,697.32 2.25
State Gas Tax 13,845,064.19 8.4
Federal Housing, Community Dev 673,477.53 0.41
Street Lighting 27,060.00 0.02
Proposition 1B 1,669,481.34 1.01
Police Asset Forfeiture 3,840,294.21 2.33
Drainage Improvement 19,444.47 0.01
Measure R Local Retum 4,777,527.17 29
Govemment Cable 4,936,292.34 2.99
Local Return - Proposition C 3,952,070.97 2.4
TDA Article 3 Bicycle Fund 247 52529 0.15
Grants/Donations (61,768.13) (A) -0.04
CDBG Fund (448,506.82) (B) -0.27
Citizens Options for Public Safety (COPS) Grant Funds - AB3229 231,172.34 0.14
Seismic Education Fund 58,853.85 0.04
Rehabilitation Housing 706,334.73 0.43
Meadow Park Parking Lot 65,357.76 0.04
Police Inmate Welfare Fund 57,358.22 0.03
Capital Improvements 16,585,466.25 10.06
Geologic Hazard Abaternent 14,316.64 0.01
El Camino Training Fund-Fire 62,372.10 0.04
El Camino Training Fund-Police 8,000.00 0
Vanpool/Rideshare Fund 24,137.59 0.01
Torrance Public Financing - 1998 COP Fire/Police (2,334.00) 0
Animal Control Fund - 0
Successor Agency - Low Mod Housing Capital Project 927446 (C) 0.01
Successor Agency - Downtown Debt Service - 0
Successor Agency - Industrial Debt Service - 0
DNA Sampling Fund 9,537.39 0.01
Airport Fund 6,849,002.76 415
Transit Operations 13,571,095.65 8.23
Development impact Fund 1,388,891.13 0.84
Water Operations 8,937,332.67 5.42
Emergency Medical Service Enterprise Fund - 0
Sanitation Operations (500,952.65) (D) -0.3
Cultural Arts Enterprise (101,581.46) (E) -0.06
Sewer Enterprise Fund 8,328,995.86 5.05
Parks & Recreation Enterprise Fund 185,109.29 0.11
Self Insurance Fund 4,018,787.00 2.44
Fleet Services 18,321,390.37 11.11
Postemployment/Compensated Absences Fund 10,035,202.36 6.08
Trust & Agency 2,669,724.04 1.62
TOTAL CASH AND INVESTMENTS PER BOOKS | 164,895434.12 | | 100 |
Redev Obligation Retirement Fund L 877.10 |(F)

(A) T-030 Del Amo Bivd. extenision project - MTA Grant has a negative cash balance of <$506,675.19>. METRO is holding approximately $698,703 of reimbursement and
the final review was completed. $633,461.15 was received on 3/7/14 and the balance will be issued by check from MTA in March 2014.

T-131 Intersection improvements - Measure R HW - MTA Grant has a negative cash balance of <$301,030.01>. Quarterly reimbursement request for $80,090.61 was
submitted on 2/11/14 and we will receive payment in March 2014. Another quarterly reimbursement request will be submitted in April 2014.

FEAP764 Torrance Transit Terminal project - Measure R HW-MTA Grant has a negative cash balance of <$470,868.91>. Quarterly reimbursement request for
$159,568.11 was submitted on 2/11/14 and we will receive payment in March 2014. Another quarterly reimbursement request will be submitted in April 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.

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) CDBG Fund has a negative cash balance of <$448,506.82> due to | 135 Sidewalk Repair for Handicap Accessibility and Home Improvement Program charges.
Reimbursement request for $347,864 was submitted on 2/28/14 and payment was issued from CDBG on 3/7/14 for | 135. Reimbursement request for $88,659 was
submitted on 3/3/14 and approved by CDBG for HIP Program.

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

(D) Sanitation 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 and a $145,095.72 transfer to Fleet Veh Repl Fd for a refuse truck in November 2013.

(E) Finance Department is monitoring and working with General Services.

(F) The cash balance of Redev Obligation Retirement Fund for $877.10 is in a separate Bank of America account.
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City of Torrance
Investment Report
February 2014

CASH AND INVESTMENTS RECONCILIATION
AS OF FEBRUARY 28, 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;
02/03/14 Receipts interfaced discrepancy, correction interfaced on 03/06/14
02/28/14 Receipts interfaced on 03/03/14
02/28/14 Receipts interfaced on 03/04/14
02/11/14 Union Bank transaction interface discrepancy, correction Interfaced on 03/06/14
IVR & Parking Web credit card receipts will be interfaced in March 2014
02/2014 Deposit in transit

TOTAL CASH AND INVESTMENTS PER BOOKS

15

$ 2,228,584.55
1,743,717.00

162,274,975.00

3,972,301.55

[$

166,247,276.55 |

$ (1,085,045.12)
(117,898.72)
(160,318.91)
(4,852.39)

$ 47.00
(210.00)
(13,003.00)

73.49

56.00

9,309.22

(1,348,115.14)

(3,727.29)

B

164,895,434.12 |
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