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New Mexico State Treasurer’s Office 

STIC Committee Meeting 

Meeting Minutes 

Wednesday, January 14, 2015 

 

A regular meeting of the New Mexico State Treasurer’s Investment Committee (STIC) was 

called to order this date at 9:06 a.m. in the conference room of The State Treasurer’s Office 

(STO), 2055 South Pacheco Street, Santa Fe, New Mexico 87505. 

 

Members Present: 

Honorable Tim Eichenberg, State Treasurer, Chair 

Ms. Stephanie Schardin Clarke, Board of Finance Director  

Mr. Paul Cassidy, Public Member  

Mr. Mark Pike, Pubic Member 

 

Staff Present: 

Ms. Vikki Hanges, Portfolio Manager 

Mr. Jeremy Landrum, Portfolio Manager 

Mr. Arsenio Garduno, Collateral Manager 

Mr. Dominic Chavez, Cash Management Bureau Chief 

Ms. Kirene Bargas, Investment Bureau Chief and Compliance Officer 

Mr. Steve Vigil, Investment Accounting Bureau Chief 

Mr. Derek Dominguez, Investment Accountant 

Mr. Leo Marquez, Chief Financial Officer 

Ms. Deborah Bransford, STIC Acting Secretary 

 

 

Guest Present: 

Ms. Deanne Woodring, GPA Government Portfolio Advisors  

Sheila Duffy, Public Guest 

 

1. Approval of January 14, 2015 Agenda: 

Member Clarke moved approval of the Agenda.  Motion was seconded by Member Pike and 

passed unanimously by voice vote.  

 

2. Approval of December 10, 2014 Minutes: 

Member Cassidy moved approval of the Minutes.  Motion was seconded by Member Pike and 

passed unanimously by voice vote.  

 

3. Executive Summary, Ms. Hanges: 

Highlights of the Executive Summary report were presented. 
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4. Investment Compliance Report, Ms. Bargas: 

Highlights of the Investment Compliance Report were presented. 

 

5. Investment Accounting Report, Mr. Steve Vigil: 

Highlights of the Investment Accounting Report were presented. 

 

6. Cash Projection, Mr. Garduno: 

The STIC Cash Projections were presented.  

 

7. Portfolio Summary- General Fund Investment Pool, Ms. Hanges: 

Highlights of the Portfolio Summary General Fund report were presented. 

 

8. Portfolio Summary- Local Government Investment Pool (LGIP), Ms. Hanges: 

Highlights of the Portfolio Summary Local Government Investment Pool report were presented. 

• Treasurer Eichenberg indicated he would like to extend options to counties especially in 

rural areas 

 

9. Portfolio Summary- Tax-Exempt Bond Proceeds Investment Pool, Ms. Hanges: 

Highlights of the Portfolio Summary Tax-exempt Bond Proceeds Investment Pool report were 

presented. 

 

10. Portfolio Summary-Taxable Bond Proceeds Investment Pool, Ms. Hanges: 

Highlights of the Portfolio Summary Taxable Bond Proceeds Investment Pool report were 

presented. 

 

11. Portfolio Summary- Severance Tax Bonding Fund, Ms. Hanges: 

Highlights of the Portfolio Summary Severance Tax Bonding Fund report were presented. 

 

12. Broker Dealer Activities: Ms. Hanges: 

The Broker Dealer Activities report was presented. 

 

13. State Agency Deposit Balances, Mr. Dominic Chavez: 

Highlights of the State Agency Deposit Balance report were presented. 

 

14. Collateral Report on Agency Deposits & CDs, Mr. Garduno: 

Highlights of the Collateral Report on Agency Deposits and CDs were presented. 

 

15. Earnings Discussion: 

• Discussion on effects on portfolio due to drop in price of oil. Mr. Garduno indicated they 

had not been seen yet. Member Clarke indicated that the delay in reporting was likely 

the reason but should be seen with the next month or two.  

16. Question Period: 

No questions were presented.  
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17. Next Meeting - Wednesday, February 11, 2015, 9:00am 

 

18. Adjournment 

Honorable Tim Eichenberg, State Treasurer, Chair adjourned meeting at 10:02 

 

Minutes were taken by Ms. Deborah Bransford on January 14, 2015. 

Minutes approved by Deputy Treasurer Ricky A. Bejarano/ Kirene Bargas on February 5, 2015. 
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EXECUTIVE SUMMARY 
 
The purpose of this review is an analysis to provide the Treasurer of New Mexico, the State Treasurer’s Investment Council (“STIC”) and the State 
Treasurers investment team with of the risk and return components of the investment funds of the New Mexico State Treasurers Office (“STO”). 
The report includes an overview of performance measurements, asset allocation and investment strategy for the period.     
 
STO’s investment strategy is specific to each fund based on the objectives of the funds.   The four primary investment funds are the LGIP, General 
fund core, BPIP taxable and BPIP tax exempt.   The remaining funds provide for liquidity and specific cash requirements.   The key points of 
reference throughout this analysis will be on three specific strategies: 1) Management strategies to ensure that the policy objectives are being 
met, 2) Risk strategies to protect the market value of the funds, and 3) Investment strategy considerations based on the current rate 
environment.   
 
Quarterly Statistics: 
 Total Fund Market Value  Balances as of 12/31/14 - $4,083,738,806 
 Liquidity requirements are managed in each fund to ensure cash is available when needed and the general fund liquidity was below 

the target $500MM as of 12/31/14. 
 Investment components for each fund are targeted to a specific market benchmark  
 39 purchases were made this quarter, excluding repo transactions  
 The purchases included $30MM into the First Natl Bank of Santa Fe term CD’s and $164MM of State SSTN series 2014S- and 2014-C 

issuance. 
 11 sales occurred this quarter for a net profit of $28,598.36.   Sales occurred to provide for the purchase of the CD’s and reduce credit 

exposure in the municipal market.  
 
 

 (Source: JP Morgan)  
 
The overall investment funds are characterized as well-diversified, low risk portfolios with sufficient liquidity balances.  
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KEY POINTS OF FOCUS FOR THE NMSTO – INVESTMENT PROGRAM 
 

1. Objectives:  Safety, Liquidity and Return 
The investment policy objectives of safety, liquidity and return will be the basis of evaluation on the quarterly reports.  Safety is addressed 
through asset diversification and credit quality.  Liquidity is addressed through maturity distribution, cash flow analysis and overnight 
investments.  Return is achieved through the selection of credit sector and maturity/duration management.  
 

2. Risk:  Credit Risk and Interest Rate Risk 
The risks associated with STO’s investment funds are:  1) Interest rate risk, which represents the negative impact on market value if interest rates 
move up.  This is controlled by the overall maturity of the portfolio.  2) Credit risk, which is the risk associated with the ability of the issuers to 
pay its debt obligations.  3) Reinvestment rate risk, which is the risk associated with maturities and short-term securities that are coming due 
and are then reinvested at lower rates during declining interest rate cycles. The LGIP pool remains within the policy constraints of a weighted 
average maturity of under 60 days.   
 
Ranking on Interest rate risk:  LOW      
Interest rate risk is directly correlated to average duration of each fund and articulates the amount of price movement that will occur given 
interest rate changes.  Market benchmarks have been established for each of the investment funds to create discipline in market exposure.   
GPA is monitoring the duration of the three longer investment funds:  General Fund Total, BPIP Tax Exempt and BPIP Taxable.  The average 
duration of the combined investment specified funds is 1.50 years and the weighted benchmark is 1.656 years.   The interest rate risk exposure 
of the funds are in line with the established goals and targets.  It should be noted that certain pre-refunded municipal securities may show 
maturity dates to final that are beyond the restricted 5 year maximum maturity, however, these securities will be refunded to much shorter 
dates and the duration measure is based on those dates.  
 
Ranking on Credit risk: LOW -MEDIUM 
The portfolio continues to be invested in high quality securities with the majority of investments held in US treasury and Agency securities. 
The general core fund holds 66.1 % in agency securities and 27.12% in US Treasury securities. The BPIP Tax-exempt fund is 37.25% in Agency 
securities and 58.97% in Treasury securities and the BPIP Taxable fund is 37.58% in Agency securities and 52.67% in US Treasury. The 
remaining credit exposure  is in bank deposits, which are collateralized and in municipal securities.  There has been in increase in exposure in 
the First National Bank of Santa Fe with the investment of Term CD’s, these funds are 102% collateralized.   Many of the pre-refunded 
municipal securities will be maturing over the next two quarters.  These securities are fully secured with US treasury securities.   

3 
Page 30 of 112



 
Ranking on reinvestment rate risk: LOW 
Reinvestment risk is the opportunity risk of having too much held in liquidity or being exposed to higher concentrations of callable securities 
in a declining market.   STO is effectively incorporating a cash flow model to manage liquidity and callable holdings are being added in limited 
amounts, when there is value in that sector. 
 

3. GPA Observations & Recommendations 
 

• STO managers are focused on maintaining durations that are neutral to established benchmarks. 
• Spreads have begun to widen out on agency issues relative to treasury securities, so when opportunities arise evaluate reducing 

treasury holdings and increasing agency exposure will provide value.   
• STO managers are utilizing the yield curve and aligning the general core fund to be more aligned with the maturity exposure in the 

index.   
• Procedures to support additional credit management should continue to be explored.  

 
GPA is reporting on the following key measures: 
 
Asset Allocation: 

1) Presents the current asset allocation by funds 
2) Presents the changes in asset allocation over the quarter 

Performance Measurement and Risk Management: 

1) Provides a comparison of the duration targets for each investment fund relative to the established benchmark. 
2) Provides a return comparison over the last quarter, fiscal year and rolling one year period on the investment funds relative to the 

established benchmarks.  
3) Potential price changes on the portfolio given changes in interest rates – Shock Analysis 

Investment Strategy Review: 

1) Provide an analysis on the current strategy 
2) Considerations based on market outlook and funds objectives.  

GPA relies on the performance data and information provided from STO’s custodial bank JP Morgan and STO’s internal reporting system. 
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ASSET ALLOCATION REPORT 

 
Allocation Report by Fund GPA has compiled a report that provides a summary of the asset 

allocation in each fund.  The BPIP funds are holding in excess of 50% 
in US Treasury securities with the remaining funds concentrated on 
Agency holdings. The General Fund Core holds 27.12% in US 
Treasury securities and 66.11% in Agency securities. 

Change in Allocation over the Period Most of the funds held are similar allocations this quarter versus last 
quarter.  The primary changes were in the short term and overnight 
markets, where the repurchase and overnight funds continue to 
have pressure at 0% rates.  The GF liquidity is utilizing bank balance 
versus REPO and the Severance Tax Bonding fund shifted from Repo 
to the LGIP Pool.  In addition, the portfolio manager is working to 
add more 3-5 paper in the General Fund Core to better match the 0-
5 benchmark maturity distributions.  

Issuer Exposure The portfolio manager is maintaining a higher exposure to Treasury 
securities due to the tight spreads.   In the General fund core,  it is 
expected that the number of municipal securities will decline given 
the normalization of yields in that sector.  STO will continue to look 
to add value through New Mexico issued securities.      

Relative Value between Asset Classes GPA suggests evaluation of additional asset classes that are 
allowable under State Statute to provide for balance credit 
exposure.  It is important to have an approval list of the securities 
that meet specific criteria of the State Treasurers office.  
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Portfolio Name Market Value+int % Fund Repo Bank Treasury Agency Corp/CP Muni Other
Total LGIP 580,719,740.74$  100% 41.41% 0.52% 59.54% -1.47%

   Liquidity 231,927,363.71$  40%
   Investments 348,792,377.03$  60%
LGIP GIP Index Benchmark 27.87% 13.46% 5.28% 52.22% 0.18% 0.07% 0.92%

Portfolio Name Market Value+Int % Fund Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
Total General Fund 2,000,426,403.81$                100%

   Liquidity 419,841,850.46$  21% 46.03% 47.69% 5.95% 0.00% 0.33%
   Investment Core 1,580,584,553.35$                79% 0.03% 4.42% 27.12% 66.11% 0.06% 2.26%

Portfolio Name Market Value+Int % Fund Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
Total Tax Exempt 442,259,454.58$  100% 0.34% 1.14% 58.97% 37.25% 2.30%

   Liquidity 6,525,283.48$  1%
   Investments 435,734,171.10$  99%

Portfolio Name Market Value+Int % Fund Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
Total Taxable 758,224,706.93$  100% 6.60% 1.87% 52.67% 37.58% 0.04% 1.24%

   Liquidity 64,559,180.71$  9%
   Investments 693,665,526.22$  91%

Portfolio Name Market Value+Int % Fund Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
Overnight Repo Pool 166,056,243.24$  100% 100.00%

   Liquidity 166,056,243.24$  100%
   Investments 0%

Portfolio Name Market Value+Int % Fund Repo CD/Bank Treasury Agency Misc LGIP Muni
Severance Tax Bonding 136,052,256.93$  100% 28.44% 18.38% 16.18% 36.77% 0.23%

   Liquidity 113,731,369.71$  84%
   Investments 22,320,887.22$  16%

 TOTAL STO FUNDS 4,083,738,806.23$                   

Source : JP Morgan Reports - Balances -Trade Date

Source:  Asset Allocation STO - JP Morgan Reports

The benchmarks for STO Funds are 100% US Treasury Securities

Assumption:  QED is traded date accounting, therefore, negative cash balances were reduced from Repo or bank deposits

12/31/14 ASSET ALLOCATION AND DIVERSIFICATION 
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LGIP Fund Market Value+int Repo Bank Treasury Agency Corp/CP Other
12/31/2014 580,719,740.74$                   0.00% 41.41% 0.52% 59.54%  -1.47%  

9/30/2014 570,769,681.10$                   0.00% 42.80% 0.50% 59.30% 0.00%
Change over Period 9,950,059.64$                        0.00% -1.39% 0.02% 0.24%  -1.47%

General Fund Liquidity Market Value+Int Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
12/31/2014 419,841,850.46$                   46.03% 47.69% 5.95%  0.00% 0.33%

9/30/2014 668,950,258.48$                   69.88% 29.92% 0.00% 0.00%  0.00% 0.20%
Change over Period (249,108,408.02)$                  -23.85% 17.77% 0.00% 5.95%  0.00% 0.13%

General Fund Core Market Value+Int Repo CD/Bank Treasury Agency Corp/CP LGIP Muni
12/31/2014 1,580,584,553.35$                0.03% 4.42% 27.12% 66.11% 0.00% 0.06% 2.26%

9/30/2014 1,489,515,361.07$                0.08% 3.68% 25.82% 67.08% 0.00% 0.00% 4.50%
Change over Period 91,069,192.28$                     -0.05% 0.74% 1.30% -0.97% 0.00% 0.06% -2.24%

BPIP Tax Exempt Market Value+Int Repo CD/Other Treasury Agency Corp/CP LGIP Muni
12/31/2014 442,259,454.58$                   0.34% 1.14% 58.97% 37.25%  0.00% 2.30%

9/30/2014 500,377,764.30$                   2.82% 0.60% 59.26% 35.12%  0.40% 1.80%
Change over Period (58,118,309.72)$                    -2.48% 0.54% -0.29% 2.13%  -0.40% 0.50%

BPIP Taxable Market Value+Int Repo CD/Other Treasury Agency Corp/CP LGIP Muni
12/31/2014 758,224,706.93$                   6.60% 1.87% 52.67% 37.58%  0.04% 1.24%

9/30/2014 670,944,486.24$                   0.06% 2.68% 50.18% 45.21%  0.49% 1.38%
Change over Period 87,280,220.69$                     6.54% -0.81% 2.49% -7.63%  -0.45% -0.14%

Overnight Repo Pool Market Value+Int Repo CD/Other Treasury Agency Corp/CP LGIP Muni
12/31/2014 166,056,243.24$                   100.00%       

9/30/2014 175,500,000.00$                   100.00%       
Change over Period (9,443,756.76)$                        

Severance Tax Bonding Market Value+Int Repo CD/Other Treasury Agency Corp/CP LGIP Muni
12/31/2014 136,052,256.93$                   28.44% 18.38% 0.00% 16.18%  36.77% 0.23%  

9/30/2014 170,638,827.87$                   66.85% 0.00% 8.32% 7.06%  17.59% 0.18%  
Change over Period (34,586,570.94)$                    -38.41% 18.38% -8.32% 19.18% 0.05%

 TOTAL STO FUNDS 12/31/14 4,083,738,806.23$                  

TOTAL STO FUNDS 9/30/14 4,246,696,379.06$               
Source : JP Morgan Reports - Balances

Source:  Asset Allocation STO - QED Reports

Assumption:  QED is traded date accounting, therefore, negative cash balances were reduced from Repo or bank deposits

12/31/14                                                  CHANGE IN PORTFOLIO FROM  9/30/14 -12/31/14
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PERFORMANCE REPORT 

 

Performance Report The following performance report compares the total return of each 
portfolio relative to the established benchmark.  The LGIP portfolio is 
reported on a book yield basis.   The only funds that utilize total return 
tracking are the general fund core and the two BPIP funds.    

Quarter Performance All three investment portfolios had slightly shorter durations than the 
benchmarks and that positioning resulted in outperforming the 
benchmark returns.  For the trailing year, the general fund core 
performed at a 1.04% versus the benchmark at 1.00%.   The BPIP tax 
exempt performed at .50% versus .46% and the taxable performed at 
.50% versus .46%.  

Attribution Analysis The primary contributor to return was the duration positioning 
relative to the benchmark.  Credit exposure was minimal with the use 
of municipal securities.   Asset Class performance is included in this 
report to compare the allowable asset class returns and the durations 
of each index.  

Observations and Considerations Duration:   Interest rates are expected to continue to be volatile and 
the directional course is expected to be unchanged to slightly up 
through 2015.   Last quarter, all indications were headed towards 
higher rates, however, changes in the global markets and gas prices 
have significantly changed to support a continued low rate 
environment through 2015.    
 
Credit: Diversification should provide additional value, however, 
spreads remain very tight in credit and is expected to widen as rates 
rise.  Continued evaluation and effort should be made into 
developing a credit process.  
 
Liquidity:  The liquidity management process is improving and 
providing clearer communication within the investment team.    
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Benchmarks Date

GVQ0 12/31/2014

GVPB

GVPC

CVB0
UVA0

Benchmark 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

US Treasury 1-5 Year 1.239% -0.187% 0.910% 3.356% 3.611% 0.232% 8.730% 8.159% 3.810% 1.388%

US Agency 1-5 Year Bullet 1.287% 0.034% 1.522% 2.618% 3.536% 2.528% 8.628% 7.815% 4.485% 1.460%

US Agency 1-5 Year Callable 1.376% -0.006% 0.845% 1.668% 1.239% 2.135% 4.836% 6.001% 4.667% 1.860%
1-5 Year Corp AA-AAA 1.931% 0.691% 4.173% 2.401% 4.838% 9.215% 1.763% 6.565% 4.547% 1.550%

1-5 Year Municipals 1.297% 1.236% 1.630% 3.660% 1.850% 5.564% 5.653% 5.002% 3.221% 1.208% #

Core Fund Size

100,000,000.00$        

-2.000%

0.000%

2.000%

4.000%

6.000%

8.000%

10.000%

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Benchmark Annual Total Returns

US Treasury 1-5 Year US Agency 1-5 Year Bullet US Agency 1-5 Year Callable 1-5 Year Corp AA-AAA

ASSET CLASS BENCHMARK COMPARISONS

Source:  Bloomberg BofA Merrill Lynch
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Annualized Returns (%)

Benchmark Duration Last Quarter Last Year 3 Year 5 Year 10 year

US Treasury 1-5 Year 2.743 0.487% 1.239% 0.652% 1.775% 3.083%

US Agency 1-5 Year Bullet 2.499 0.438% 1.287% 0.945% 1.792% 3.357%

US Agency 1-5 Year Callable 1.801 0.369% 1.376% 0.737% 1.023% 2.445%

1-5 Year Corp AA-AAA 2.848 0.505% 1.931% 2.255% 2.796% 3.737%

1-5 Year Municipals 2.47 -0.023% 1.297% 1.388% 1.931% 3.017%

Benchmark Duration Last Quarter Last Year 3 Year 5 Year 10 year

US Treasury 1-5 Year 2.743 486,617.57$     1,238,630.41$     1,968,917.56$     9,197,415.31$       35,475,464.90$     

US Agency 1-5 Year Bullet 2.499 438,099.51$     1,286,966.05$     2,863,193.47$     9,288,015.41$       39,116,472.83$     

US Agency 1-5 Year Callable 1.801 368,802.16$     1,376,450.43$     2,227,617.48$     5,220,155.86$       27,324,373.01$     
1-5 Year Corp AA-AAA 2.848 504,920.67$     1,931,249.62$     6,918,333.44$     14,782,043.51$     44,327,356.10$     

1-5 Year Municipals 2.47 (23,311.11)$      1,296,942.66$     4,220,758.18$     10,033,809.02$     34,618,630.77$     

Historical Returns for Invested Core Portfolio

0.000%

0.500%

1.000%

1.500%

2.000%

2.500%

3.000%

3.500%

4.000%

Last Quarter Last Year 3 Year 5 Year 10 year

Benchmark Annual Returns %

US Treasury 1-5 Year US Agency 1-5 Year Bullet US Agency 1-5 Year Callable 1-5 Year Corp AA-AAA

Source:  Bloomberg BofA Merrill Indices 10 
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SHOCK ANALYSIS REPORT 

 
Shock Analysis The following shock analysis report illustrates market value change 

that can be expected given instantaneous interest rate changes.  
Strategy to Manage Risk It is inherent in owning longer term fixed income securities that the 

market value will change given interest rate moves.   It is also 
inherent that the longer maturities historically have provided higher 
returns over interest rate cycles.   The purpose of the shock analysis 
is to illustrate and manage the expected change in market value on 
the portfolio given a change in current interest rates.  

Expected Change in Market Value The total market value of the portfolio would move by 
approximately $12,000,000 given a 25 basis points change in the 
market and a parallel yield curve shift.  This does not incorporate 
credit spread changes.  The exposure is less than the establish 
benchmark by approximately $1,2MM. 

LGIP Market Value Change The LGIP shock report is included and this analysis shows the NAV 
price change expected on the LGIP fund given changes in interest 
rates and overall portfolio size.   The LGIP policy establishes for the 
NAV to remain between 99.85 and 100.15.  
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Review of price sensitivity of the investment portfolio given an upward movement in rates.  12/31/14                                                                                                      
Assumptions:
1. Assumes parallel yield curve shift
2. Assume point in time change 
3. Represents market value change that is unrealized
STO FUNDS  RISK Up 25 Basis Pts Up 50 Basis Pts Up 100 Basis Pts

Portfolio Name Market Value Duration - End Market Change Market Change Market Change
   General Fund Core 1,580,584,553.35$         2.12 (8,377,098.13)$              (16,754,196.27)$             (33,508,392.53)$                
   Fund Benchmark 2.25 (8,890,788.11)$              (17,781,576.23)$             (35,563,152.45)$                

Portfolio Name Market Value Duration - End Market Change Market Change Market Change
   BPIP Tax Exempt 442,259,454.58$             1.22 (1,348,891.34)$              (2,697,782.67)$                (5,395,565.35)$                  
   Fund Benchmark 1.45 (1,603,190.52)$              (3,206,381.05)$                (6,412,762.09)$                  

Portfolio Name Market Value Duration - End Market Change Market Change Market Change
   BPIP Taxable 758,224,706.93$             1.22 (2,312,585.36)$              (4,625,170.71)$                (9,250,341.42)$                  
   Fund Benchmark 1.45 (2,748,564.56)$              (5,497,129.13)$                (10,994,258.25)$                

 Total STO Investment  Funds 2,781,068,714.86$      1.732 (12,038,574.83)$        (24,077,149.65)$         (48,154,299.30)$            
Total Benchmark Change 1.905 (13,242,543.20)$        (26,485,086.40)$         (52,970,172.79)$            

* Data Source:  JP Morgan Custodial Reports
ASSUMED EARNINGS COMPARISON OF PORTFOLIO TO CASH EARNINGS

12/31/2014 1 year 3 year*
Portfolio Name Market Value Book Yield Earnings Earnings

   General Fund Core 1,580,584,553.35$         0.955% 15,100,904.82$             45,302,714.47$               
   Cash 0.10% 1,580,584.55$               4,741,753.66$                 

Portfolio Name Market Value BookYield Earnings Earnings
   BPIP Tax Exempt 442,259,454.58$             0.516% 2,279,847.49$               6,839,542.47$                 
  Cash 0.10% 442,259.45$                   1,326,778.36$                 

Portfolio Name Market Value BookYield Earnings Earnings
   BPIP Taxable 758,224,706.93$             0.56% 4,227,860.97$               12,683,582.90$               
   Cash 0.10% 758,224.71$                   2,274,674.12$                 

 Total STO Investment  Funds 2,781,068,714.86$       21,608,613.28$         64,825,839.83$           

Data Source:  JP Morgan Custodial Reports and QED reports
* 3 year returns assumes the same rate as of 12/31/14 for the next 3 years.

SHOCK ANALYSIS
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SENSITIVITY ANALYSIS 12/31/2014
52.4  **

Shares Outstanding: 581,835,461 Book Value As of 1/5/15
Market Value (NAV): 0.99970 As of 1/5/15
Total $ Unrealized Loss: $174,551
Total $ Unrealized Gain $0

Basis Point Shift Gain (Loss)
300 0.993419             0.994881               0.995151           0.995393           0.995613          0.995812           0.996456         (2,680,428)$     
250 0.994444             0.995679               0.995906           0.996111           0.996296          0.996465           0.997008         (2,262,782)$     
200 0.995470             0.996476               0.996662           0.996829           0.996980          0.997117           0.997561         (1,845,136)$     
150 0.996495             0.997274               0.997417           0.997547           0.997663          0.997770           0.998113         (1,427,489)$     
100 0.997521             0.998072               0.998173           0.998264         0.998347          0.998422           0.998665         (1,009,843)$     
50 0.998546             0.998869               0.998929           0.998982           0.999031          0.999075           0.999217         (592,197)$        
0 0.999571           0.999667            0.999684         0.999700         0.999714        0.999727         0.999769       (174,551)$        

-50 1.000597             1.000464               1.000440           1.000418           1.000398          1.000380           1.000321         243,096$          
-100 1.001622             1.001262               1.001195           1.001136         1.001082          1.001032           1.000874         660,742$          
-150 1.002648             1.002059               1.001951           1.001853           1.001765          1.001685           1.001426         1,078,388$      
-200 1.003673             1.002857               1.002707           1.002571           1.002449          1.002337           1.001978         1,496,034$      
-250 1.004699             1.003654               1.003462           1.003289           1.003132          1.002990           1.002530         1,913,681$      
-300 1.005724             1.004452               1.004218           1.004007           1.003816          1.003643           1.003082         2,331,327$      

Redemption/Inflow -30% -10% -5% 0% 5% 10% 30%
O/S Shares 407,284,823       523,651,915         552,743,688      581,835,461     610,927,234    640,019,007      756,386,099    

Shift Upon NAV = NAV - (APM/365) * (Bp/10,000)
Dilution Upon NAV= (NAV + Change) / (1+ Change)

* Source: S&P rating matrix
** Provided by STO on S&P Report

Weighted Average Maturity:
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INVESTMENT STRATEGY REVIEW 

 
Investment Strategy General Fund:  The strategy has been to increase the size of the 

investment fund as overall general fund balances grow.  
Approximately, $90MM was shifted from liquidity to investments 
this quarter.  The duration of the core fund is at 2.12, slightly shorter 
than the benchmark and will be managed neutral to the benchmark 
over the coming quarter, with additions in the 3-5 year maturity 
ranges.  Liquidity balances ended the quarter at $419MM which is 
below the $500MM target and is being managed closely. The total 
general fund balance decreased by $150MM this quarter. 
 
BPIP Taxable and Tax Exempt Funds: BPIP Tax Exempt fund declined 
by $58MM due to cash flow demands and the Taxable fund 
increased by $87MM. The Portfolio Managers continue to work on 
outreach to improve cash flow management. The liquidity balances 
are being managed low in the Tax Exempt fund and securities may 
need to be sold to meet cash flow needs.  There are several 
securities that can be sold at profits.  If market rates move upwards, 
it will become more important to manage the cash flows to prevent 
from having to sell securities at losses to provide for cash needs.      It 
is a continuing effort to improve forecasting in these funds.  
 
LGIP Fund: The LGIP balance remained stable with the slight growth 
of $9MM.  The earnings on the pool continues to be in excess of the 
second quartile of net yields for the S&P government funds.  Net 
returns on those funds are at .08%, and the top quartile includes 
funds with more credit securities.  
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Investment Objectives The structure of the portfolios are consistent with the investment 
policy objectives of safety, liquidity and return.   

Investment Results Earnings book yield in each fund as of 12/31/14:  
LGIP Net Yield: .124% 
General Fund Core Yield: .955% 
BPIP Tax Exempt Fund Yield: .516% 
BPIP Taxable Fund Yield: .56% 

 
Investment Team Projects 1) Trade Documentation Review  

2) Broker Dealer Review and Recommendations  
3) Credit Process for Review and Presentation  
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This material is based on information obtained from sources generally believed to be reliable and available to the public; however, GPA cannot guarantee its accuracy, completeness, or suitability. This 
material is for purposes of observations and oversight and is the opinion of the author and not necessarily of GPA, LLC. All statements as to what will or may happen under certain circumstances are based on 
assumptions, some but not all of which are noted in the document.  Assumptions may or may not be proven correct as actual events occur, and results may depend on events outside of your or our control. 
Changes in assumptions may have a material effect on results.  Past performance does not necessarily reflect and is not a guaranty of future results.  The information contained in this document is not an 
offer to purchase or sell any securities.

Government Portfolio Advisors, LLC

Disclaimer & Terms
12/31/2014
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