Date: October 23, 2015
Who: Hal Fick Drew Corbett
Tom Vocker Jun Nguyen
Kent Grealish Matt Bronson
Brian Berberet Kathleen VonAchen
Scott Lee
What: INVESTMENT ADVISORY COMMITTEE
When: October 29, 2015 (Thursday)

Whe

3:30 to 5:00 p.m.

re:  City of San Mateo - Room A
330 West 20" Avenue
San Mateo, CA 94403

AGENDA

1. Approve Minutes- April 23, 2015
2. Public Financial Management (PFM) Presentation
a. Market Update and Portfolio Update
b. New Format - Monthly Investment Report
c. Investment Policy Update
3. Portfolio Review
+« Yield Trend
% Strategy
« Market Value
Review Quarterly Report- April through September 2015
Committee City Website: http://www.cityofsanmateo.org/index.aspx?nid=3024
Confirm next meeting date
For more detailed information regarding LAIF and San Mateo County Pool
investments, please refer to:
LAIF: http://www.treasurer.ca.gov/pmia-laif/laif.asp
SM County Pool: http://www.sanmateocountytreasurer.org/investmentReports.html

No ok

2015-2016 Quarterly City Council

Investment Advisory Committee Meetings Investment Meetings
Report Agenda

January 28, 2016 3:30 p.m. | Room A Oct/Nov/Dec N/A

April 28, 2016 3:30 p.m. | Room A Jan/Feb/March N/A

July 28, 2016 3:30 p.m. | Room A Apr/May/June N/A
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July 28, 2016 3:30 p.m. | Room A Apr/May/June N/A
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Investment Advisory Committee - Minutes

April 23, 2015
Present: Kent Grealish, Hal Fick, Scott Lee, Dave Culver, Kathleen VonAchen, Grace Castaneda
Absent: Larry Patterson, Brian Berberet, Tom Vocker

1. Minutes

The Committee approved the minutes of the January 22, 2015 meeting.

2. Portfolio Review

The 12 month portfolio trend was reviewed. The portfolio yield increased to 0.82% at March 31,
2015 compared to 0.80% on December 31, 2014. The portfolio was above the benchmark by 30
basis points during the quarter. This performance is expected to stay above the benchmark due to
the portfolio’s diversification from LAIF enhancing overall yield. The portfolio’'s market value
exceeded amortized costs by $238,000 due to the improved market value on the City’s holdings of
US Treasuries, US instrumentalities and corporate bonds. Consistent with prior periods, US
instrumentalities constituted 46% of the portfolio as of March 31, 2015, along with US Treasuries at
9.6% and high-grade corporate bonds at 2.8% of the total.

Average days to maturity increased from 508 days on December 31, 2014 to 515 days on March 31,
2015. The total size of the portfolio dropped by $6.2 million as funds in LAIF and CDs were drawn
down to meet the City’s and sewer system’s operating needs. The combined LAIF/County Pool and
money market funds remained at 37% of the total portfolio in March 31, 2015.

The City is closely monitoring future Fed action. Fed Funds rate is near zero. In its March
announcement, the Federal Reserve said it would definitely not act on rates in April and might wait
until late in the year to raise interest rates.

The City is keeping current with the direction of interest rates.

City staff is always conscientious about the liquidity aspect of the portfolio.

Review Quarterly Reports

Three months’ of portfolio reports were reviewed and approved. The portfolio remained in
compliance, with no exceptions, to the City’s investment policy.

The City continues to diversify the portfolio by investing in securities between 2 and 4 years, with a
minimum target of 30 basis points above the LAIF rate to capture additional spread. The investment
policy’s earning benchmark is 25 basis points above the LAIF rate. The LAIF yield remained the
same during the quarter at 0.27%.

During this past quarter, one FNMA U.S. instrumentality was called and two CDs from the East West
Bank matured, totaling $3.6 million. In addition, one CD from First National Bank was renewed for a
2-year term with a coupon rate of 0.65%. No additional securities were purchased in order to provide
liquidity to meet City operating needs during this quarter when no property tax revenues are
distributed by the County.

As is consistent with the City’s investment strategy, funds in the LAIF/County Pool were also drawn
down by $2.6 million during the quarter to meet the City’s liquidity needs. Market values exceeded
amortized costs by $94,500 for US Treasuries, $133,300 for US Instrumentalities, and $9,600 for
corporate bonds. The City remains cautious of the interest rate environment and the impact on
market valuation, and remains focused on the overall economy.

The City’'s bond proceeds and debt reserve funds portfolio holdings remained consistent over the
guarter, ending at $21.6 million. In July 2014 the City refinanced its 2003 Sewer Revenue Bonds and
this bond issue included an additional $18 million in new money to finance construction
improvements. The first drawdown on the $18 million in bond proceeds to reimburse the Sewer Fund
for incurred capital project expenses through January 2015 took place on April 13" in the amount of
$7.15 million. Additional drawdowns are scheduled to take place monthly with the amounts matching
the expenditure outlays for sewer capital projects funded by the 2014 Sewer Revenue Bonds.

Q:\finance\Management\Investment\Investment Advisory Committee\Prior Fiscal Years Minutes-Agendas\2015\Q3\INVSTMIN mins 4-23-15.docx



4. Next Meeting Date
The next Committee meeting date was confirmed for August 6, 2015.

After five-year tenure, Finance Director David Culver announced his retirement from the City effective
June 16, 2015.

An update was provided by Kathleen VonAchen regarding the implementation of the PFM investment
advisory contract. She reported that two meetings have been held with the firm representatives to
discuss logistics and maturity structures and that a new custodial safekeeping account has been
opened for PFM at Bank of New York. In the coming month staff will be working with PFM to modernize
the City’s investment reports. Historic cash data and inflow/outflow citywide data was provided by the
City for PFM to start their cash flow analysis review. The City's current investment policy was provided
to PFM and the firm will be performing their review in order to make some recommendations. In
addition, it was reported that the City chose to fold the former Cutwater portfolio into the “City’s”
portfolio and will be providing $32.5 million in cash to begin the PFM portfolio along with approximately
$4.5 million of corporate bond securities the City holds in its portfolio. PFM expressed their staff had
more access to information and were better suited to track in the market these corporate bond
securities.

Chairman Kent Grealish encouraged the Committee members to attend the City's Committee
Appreciation Event on May 15"
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Public Financial Management (PFM) Presentation - Cover Sheet
a. Market Update and Portfolio Update (to be provided at meeting)
b. New Format - Monthly Investment Report (attached)

c. Investment Policy Update (to be provided at meeting)
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