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New Mexico State Treasurer’s Office 

STIC Committee Meeting 

Meeting Minutes 

Wednesday, May 9, 2012 

 

ROLL CALL – QUORUM PRESENT: 

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

called to order this date at 9:00 a.m. in the conference room of the NMSTO conference room of 

the State Treasurer’s Office, 2055 South Pacheco Street, Santa Fe, New Mexico 87505. 

 

Members present:  
Mr. James B. Lewis, NM State Treasurer  

Ms. Linda Roseborough, Chair  

Ms. Stephanie Schardin Clarke, Board of Finance Director 

Mr. Paul Boushelle, Public Member 

Mr. Paul Cassidy, Public Member 

 

Staff Present: 

Mr. Mark Valdes, NM State Deputy Treasurer 

Mr. Spencer Wright, Portfolio Manager (PM) 

Ms. Vikki Hanges, Portfolio Manager (PM)  

Mr. Sam Collins, State Cash Manager 

Mr. Arsenio Garduno, Collateral Manager 

Ms. Kirene Bargas Guardado, STIC Secretary 

Ms. Amy Aguilar, STIC Secretary in training 

 

Guests Present: 

Mr. Scott Smith, LFC 

Ms. Deanne Woodring, Davidson Fixed Income Management [by telephone] 

 

1. Approval of Agenda  

Mr. Boushelle moved approval of the agenda as submitted. Treasurer Lewis recommended that we 

move discussion item 18 STIC Open Discussion to behind item 2.   Mr. Boushelle moved approval 

with recommended change. Ms. Clarke seconded the motion, which passed unanimously by voice 

vote. 

 

2. Approval of Minutes: April 11, 2012 

Ms. Clarke moved approval of the April 11, 2012 Minutes. Treasurer Lewis recommended a minor 

change be made on page 7 and Ms. Clarke recommended a minor change be made on page 4. Mr. 

Cassidy seconded the motion subject to the minor revisions by Treasurer Lewis, and Ms. Clarke on 

pages 7 and 4. 
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18. STIC Open Discussion, Treasurer Lewis 

   Treasurer Lewis addressed the committee and clarified the perception about the hiring of a 

compliance officer.  Treasurer Lewis stated that he is not opposed to hiring a compliance officer, but 

stated reasons for not employing one currently. He stated that last year with a $3.5 million budget, a 

million less than 5 years ago, there was a decision to wait and see if the budget would turn around 

before a further decision was made in regards to hiring a compliance officer.  He then stated that his 

intention was to have 2 CPAs on staff.  Further discussion was made about past history of the 

Treasurer’s Office and how the position of the Compliance Officer was created, and how the person 

that was eventually hired did not have a background in investments and could not do compliance.   

Treasurer Lewis then discussed his responsibilities as the New Mexico State Treasurer, and the role 

of the STIC Committee.  He then addressed the following issues:   

o Every elected office in the State of New Mexico is independent, and an elected official 

reports to the citizens who elected him. 

o The statute where a previous administration is supposed to leave 50% of the budget to the 

succeeding administration; and that a previous administration cannot bind its policies and 

procedures on a succeeding administration. 

o The original role of the STIC committee, which is an advisory committee for reviewing and 

evaluating investments. 

o The State Treasurer as an elected official holds the responsibility for the daily operations of 

the office. 

o Statutes and the constitution determine the duties and responsibilities of the treasurer, and 

thereafter are the policies and procedures. 

Mr. Smith stated that the DFA is responsible for reconciling to book, and that the Treasurer’s Office 

is responsible for all bank relationships and resources should flow to the area where the problems are.    

Treasurer Lewis responded with the following comments: 

o Original statutes from the Auditor’s Office state that the reconciliation should be done at the 

Treasurer’s Office, but there was a change in statutes in 2003 that said that the reconciliation 

would be done at DFA once the new SHARE system was in implemented.   

o Secretary Clifford stated that all the statutes would be looked at. 

o His concern was that practices are not following statute. 

Ms. Clarke commented that to say that something needs to be reconciled to the bank or the book 

makes it sound like there is a third thing, and there is not.  There is the book and bank and it is always 

a process of reconciling between the book and the bank.   

Ms. Clarke addressed the comments of Treasurer Lewis about the “advice” and “consent” role of the 

Board of Finance, where the Treasurer stated that role is being over-reached.  She noted the 

difference between “advice” and “consent”, where advising is clearly advising and not binding.   

Treasurer Lewis then asked Ms. Clarke to define “advice” and “consent.” 

Ms. Clarke then made the distinction, and noted that she is not an attorney, that advising is not 

binding upon the office’s actions, but consenting suggests giving prior approval to some large subset 

of actions that can then be taken under an umbrella. 

Treasurer Lewis then mentioned the investment policy. 

Ms. Clarke responded with the following comments: 
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o The investment policy and the broker dealer list are approval items before the Board of 

Finance.   

o The Board of Finance may consent to anything that fits under the investment policy or doing 

business with any broker who is approved under the broker dealer list.   

o The difference between “advice” and “consent”; one is non-binding, but one is binding, ahead 

of the Treasurer’s actions as a Constitutional office.  

Treasurer Lewis then stated that he did not have a problem presenting to the Board of Finance as the 

statutes promulgate that they have oversight of investments, but not the management of the office. 

Mr. Boushelle then asked since consent can be both positive and negative, what happens and what it 

means if there is not consent.  He then stated that according to Treasurer Lewis definition of “advice” 

and “consent”, which the committee can only advise or suggest. What happens if someone does not 

agree with the Treasurer? 

Ms. Clarke again noted that she is not an attorney, and cited past practice is that benchmarks receive 

approval by the Board of Finance.  There is consent ahead of time regarding acceptable performance 

benchmarks. 

Treasurer Lewis then stated, what is “advice” and “consent”, with the question of who owns the 

liability?  The discussion continued about benchmarks and suggested that benchmarks be discussed at 

the Board of Finance meeting in June.   

Ms. Clarke confirmed that the Investment Policy by extension makes benchmarks an approval item.    

Treasurer Lewis stated that he did not have a problem with that and asked who would assume liability 

if benchmarks are not met. Treasurer Lewis also asked who sets the standards for benchmarks, is it 

the Board of Finance, or is it the Treasurer’s Office. 

Ms. Clarke stated that the Board of Finance has only approved benchmarks proposed by the 

Treasurer’s Office after going through the STIC committee.  The Board of Finance has never had the 

practice of imposing a benchmark that was not presented by the Treasurer’s Office.  Ms. Clarke stated 

that the first formal benchmarks were adopted in about 2006.    

Treasurer Lewis stated that these standards started during the time when there was fire drill activity in 

this office, and wants to make sure that we have the right benchmarks and that they measure what 

they are supposed to measure.   

Mr. Boushelle then stated that he had read somewhere that the Board of Finance raises presented 

benchmarks by 5 basis points, and asked Ms. Clarke if that was true. 

Ms. Clarke responded with the following comments regarding performance based measures: 

o There was a performance measure placed by the Legislature that said the State Treasurer’s 

Investment Portfolio return shall exceed the Federal Funds Rate by 5 basis points. 

o This was taken off of performance measures because it is not something that can be controlled 

by the Board of Finance.   

o A relationship between the Treasurer’s investment portfolio return and the Federal Funds rate 

should not be expected.   

o She offered to pull any minutes and send them to the Madame Chair from Board of Finance 

meetings with discussions concerning benchmark or approvals of benchmarks.   

o Benchmarks proposed by the Treasurer’s Office have been approved as requested by the 

Treasurer’s Office. 
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Mr. Boushelle then asked what would happen if the benchmarks were not approved by the Board of 

Finance? 

Ms. Clarke then answered that if proposed benchmarks were not approved by the Board of Finance 

then she would assume that current benchmarks would stay in place. 

Mr. Boushelle then asked if it gets back to the Treasurer’s responsibility to set those benchmarks. 

Treasurer Lewis addressed the committee with the following comments: 

o The office will work with the Board of Finance to come up with something that is amicable. 

o Who is responsible if something happens, is it the Treasurer or the Board?  Is there dual 

responsibility?   

o The Attorney General’s office may be asked for an opinion, if we are required to have the 

approval by the Board of Finance do they share in the responsibility? 

Ms. Hanges made the following comments: 

o Benchmarks should not be set in terms of performance, but in terms of being a proxy for the 

market, and in what is done with the investments. 

o STO has a different objective, and it is not a total rate of return portfolio as we have to pay bills 

and there are liquidity needs that need to be met. 

Treasurer Lewis responded with the following comments: 

o He did not have a problem with looking at measurements, but we have to make sure everyone is 

looking at them in the same way.   

o He agreed with Ms. Hanges that all involved need to understand what we are trying to measure, 

the purpose, and the intent. 

Ms. Roseborough mentioned that benchmarks would be discussed further on item 15, and 

recommendations are in draft form for purposes of discussion today, and stated that she will reach out 

to key stakeholders, Dr. Clifford, Mr. Abbey and Mr. Smith for their review. Ms. Roseborough stated 

that after today’s conversation the draft version can be modified, and we can continue our outreach 

with our key stakeholders, and then be prepared to present to the Board of Finance on the 21
st
, upon 

approval from STIC on June 13, 2012.   

Mr. Cassidy then stated his appreciation for the Treasurer reaching out and discussing these items. 

Mr. Cassidy stated that he did recognize the fact that the STIC Committee is strictly advisory for the 

purpose of creating transparency as a result of the past problems in the office, and that all things that 

happened in 2006 are a result of what happened in the past, and the perception that this committee is 

becoming more than just an advisory committee is really out of necessity and out of our goodwill to 

try to do something to help the Treasurer and to make sure there is no embarrassment, quite frankly, 

from elected officials among voters of the State of New Mexico.  He then addressed issues that he felt 

needed attention, such as internal audit vs. the compliance auditor; the fact that the books are not 

reconciled with DFA’s books, and the adoption and setting of benchmarks. 

3.  Public Member Update, Ms. Roseborough 

Ms. Roseborough recognized that the State Board of Finance approved Member Paul Cassidy for a 

returning term as a public member of the State Treasurer’s Investment Committee. 

Ms. Clarke thanked Mr. Cassidy for continuing to serve, and recognized his credentials and value to 

the Board. 
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Treasurer Lewis agreed and recognized both Mr. Boushelle and Mr. Cassidy, and thanked Ms. 

Woodring for sitting and listening through the discussions. 

 

4. Executive Summary, Mr. Wright  

The executive summary contents were presented in its entirety.   

Mr. Smith asked if the duration had been extended in the general fund core in the last quarter, and 

asked about trades, and other transactions that had occurred within the portfolio.   

Mr. Wright stated that the duration was extended, and explained the strategy. 

Mr. Smith asked a question about the bond proceeds accounts and if the lack of being able to 

reconcile contributes to the need to remain more lucrative than ordinary as opposed to pushing money 

into the core, and extending the duration increasing our yield.  He then asked what percent of the 

portfolio was being held because of a lack of liquidity; and because of not being able to reconcile. 

Mr. Wright responded and explained that funds have been transferred from the Bond Proceeds 

account to the General Fund as we have caught up in reconciling.  The effect is that we have seen 

more net withdrawals out of the bond proceeds funds into the General Fund over the past quarter, as 

we repay the General Fund for Capital spending.  

Both Mr. Wright and Mr. Smith agreed that this allows us to be more efficient in terms of investing in 

the core vs. the liquidity, and will allow us to have higher General Fund balances, and how 

anticipated bond proceeds and raising rates will affect the balances. 

 

5. Investment Policy Compliance Report, Mr. Wright 

The investment policy compliance report contents were presented in its entirety. 

 

7. General Fund, Mr. Wright 

The general fund and cash projection contents were presented in its entirety. 

Mr. Boushelle asked will the duration be brought to closely match the benchmark, is it the best thing 

to do, or are just trying to match the benchmark?  

Mr. Wright responded, that when rates go up the Fed will not lead the change in the market, and so 

our thought is to let the duration come in naturally over time to something more consistent with the 

benchmark.   

8. LGIP, Ms. Hanges 

The STIC binder LGIP contents were presented in its entirety, and Ms. Hanges noted a correction in 

the date of March 29
th
 to February 29th. 

 

9. Tax-Exempt BPIP, Ms. Hanges 

The STIC binder Tax-Exempt BPIP contents were presented in its entirety. 

 

10. Taxable BPIP, Ms. Hanges 

The STIC binder Taxable BPIP contents were presented in its entirety. 

Mr. Cassidy asked “what happens when testing the portfolio for duration and while waiting for rates 

to rise?  If rates rise, will we have to sell securities to meet cash flow needs; and if there are losses, 

can the fund handle that?”   

Ms. Hanges responded that there is sufficient short term liquidity to cover all the project needs, but a 

lot of the callables are in-the-money and could be sources of liquidity as well, if necessary. 
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11.  Severance Tax Bonding Fund, Mr. Wright  

The STIC binder Severance Tax Bonding Fund contents were presented in its entirety. 

 

12. Broker Dealer Activities, Ms. Roseborough 

The STIC binder Summary of Broker Activities and the Broker Dealer List contents were presented 

in its entirety. 

Following was discussion regarding the broker dealer list Memo and the stated recommendations. 

Various questions from the portfolio managers arose regarding some of the additions and deletions 

within the recommendations. There were also questions regarding the process followed. Due to the 

questions presented, Ms. Clarke suggested that action be deferred, and recommended that upon the 

review and recommendations, that staff bring the finalized Broker Dealer list to the STIC for approval 

in June. 

Mr. Boushelle motioned to act on Ms. Clarke’s suggestion. 

Treasurer Lewis then recommended a sub-committee of Mr. Boushelle and Mr. Cassidy be assigned 

to come to STO to review the internal process, interview the administrator and portfolio managers, 

and provide feedback and recommendations. Mr. Boushelle and Mr. Cassidy agreed. 

Ms. Clarke moved to table the action on committee approval of the Broker Dealer list until the June 

STIC meeting, and in the meantime the two private sector members should meet as a sub-committee 

to review the internal Treasurer’s process and report back to the committee at the June STIC meeting.   

Mr. Cassidy seconded the motion, which passed unanimously by voice vote. 

Ms. Clarke thanked Ms. Guardado for doing all the heavy lifting on this project, and that she did not 

doubt that Ms. Guardado did not do all the hand holding that should have been done.  She was just 

hesitant to approve a list that could functionally limit the firms that we do business with. 

Ms. Roseborough added that there was not the intent to eliminate anyone from the list.  A procedure 

was followed, a process with strict guidelines and deadlines and STO did adhere to the process.  

Treasurer Lewis stated that we may look at timing issues, and thinks that reviewing the process will 

make us healthier, with transparency to ensure that we treated everybody equally across the board. 

13. State Agency Deposit Balances, Mr. Collins 

The STIC binder contents were presented in its entirety. 

Treasurer Lewis asked about the funds in BBVA Compass at 102%, the amount of $229M, why the 

amount?   

Mr. Collins deferred the question to the portfolio managers. 

Mr. Wright responded that Spain has seen 2 downgrades this year; the rate is now BBB.  At the time 

of the downgrade there was a significant balance with BBVA Compass in LGIP.  Upon downgrade, it 

became an inappropriate investment for the LGIP fund, so Ms. Hanges worked with S&P, BBVA 

Compass, and the FHLB in order to obtain a loan letter of credit behind the deposits. We withdrew 

funds from LGIP and increased deposits in the General Fund and the BPIPs. Since then, BBBVA has 

been downgraded again, but we are comfortable with the collateralization.  However, this is a valid 

discussion on whether we should maintain exposure to BBVA. 

Ms. Clarke noted that in 1 or 2 prior STIC meetings there was discussion about the return on the 

holdings which was increased to compensate for the additional risk of 20 to 25 basis points. 

Mr. Cassidy asked if the letter of credit with the FHLB had provisions that it can be drawn anytime if 

needed, and asked if there an expiration date.  Mr. Cassidy noted that we need to make sure that if 

something happened to the bank, the letter of credit will not expire. 
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Ms. Hanges responded that when BBVA was downgraded, we formulated our liquidation policy 

letter.  The letter states who we would contact and the procedures.  S&P helped us to create a process 

for such an occurrence. 

Mr. Garduno noted that the maturities are not longer than a year.  That way the duration is not that 

far, and the letter of credit is not issued for longer than a year.   

Mr. Collins noted that the funds are a transaction account so there is not a maturity on the deposit; 

there is just a maturity on the letter of credit.  

Mr. Wright noted that it is a year. 

Mr. Garduno noted that he is monitoring the institution through the quarterly risk assessment process, 

and what is reported to the FDIC, which is on a quarterly basis. 

Mr. Cassidy asked if the rating is BBB. 

Ms. Hanges noted that the short term rate is A2P2. 

Mr. Wright asked Ms. Roseborough if she attended a lunch the prior day for review of BBVA. 

Ms. Roseborough stated that she did attend the lunch and that BBVA representatives did not reveal a 

whole lot, and appeared to minimize their risk as much as possible.  But 25% of their holdings are in 

the Spanish parent bank in her view there is a risk there.  She will rely on Mr. Garduno’s work 

through collateral management, the portfolio managers, and with Ms. Wooding’s advice and guidance 

will continue to monitor and adjust the strategy. 

Ms. Woodring noted that anytime there is more risk, and obviously there is, we need to reduce 

exposure.  The higher yield and lower maturity will not help, but if that information is coming to 

STO, then she recommended reducing them down. 

Ms. Hanges noted that the letters of credit have an expiration of one year, but it does not mean we get 

our money back in a year. 

Ms. Woodring responded and said that if the bank has a problem with liquidity, we will be limited 

immediately. 

Ms. Hanges then went into detail about the reasons behind the downgrades, and what the rates are if 

the parent bank and subsidiary are separated. 

 

14. Collateral Report on Agency Deposits & CD, Mr. Garduno 

The STIC binder collateral report contents were presented in its entirety. 

  

15. Benchmark Memo, Chair Roseborough 

Ms. Roseborough proposed that the Investment Advisor, Ms. Woodring, portfolio managers Mr. 

Wright and Ms. Hanges make their presentations.   

Mr. Boushelle asked if they produced their recommendations based on a document that states how 

benchmarks are supposed to be set. 

Mr. Wright answered yes. 

Mr. Boushelle then asked if the document states that benchmarks will be established based on the 

expertise of the portfolio managers. (Referring to Davidson & Co., Ms. Wooding’s benchmark 

discussion report) 

Mr. Wright answered yes. 

Mr. Boushelle stated that he thinks that is backwards, and that he hopes the benchmarks are based on 

the economy and projections, and stated his opposition to what the document states benchmarks 

should be based on. 
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Mr. Wright addressed the committee and reminded them that we do have an investment policy that is 

used when developing the framework to recommend benchmarks with goals of safety, liquidity, and 

yield. 

Mr. Boushelle stated his opinions about the wording of the document that expertise of the portfolio 

managers.  

Ms. Clarke stated the way she interprets the wording of the document is that benchmarks are based on 

the expertise of the portfolio manager to set the benchmark according to knowing how the fund 

should be managed, and on the goals of the portfolio.  Not on the caliber of the portfolio manager. 

Ms. Woodring stated that her wording on the document means that the content of the benchmark is 

driven by policy, and by the objectives of the specific funds.    

Mr. Boushelle again stated his opinions about how the document is not written well and should be 

changed to what we are really doing. 

Ms. Clarke stated that she did not think the specific wording of the document would be binding. 

Ms. Roseborough clarified the purpose of the memo which is how we approach benchmarks, and act 

and implement the investment policy. 

Mr. Boushelle addressed the document covering the approach for setting benchmarks as a portfolio 

manager who was strictly concerned with rate of return. He again suggested the language be cleaned 

up in the document.   

Mr. Wright responded with the following comments: 

o The document was meant to identify issues for the committee to discuss, to utilize 

information, and to develop a framework for the recommended benchmark by the portfolio 

managers.   

o The portfolio managers and Ms. Roseborough have had discussions with Ms. Woodring 

where benchmark concerns have been addressed.    

The STIC binder Benchmark Memo contents were presented in its entirety. 

Mr. Cassidy asked whether the TRAN and the Severance Tax Bond Fund have an average life longer 

than the General Fund Liquidity Repo pool. 

Mr. Wright responded, yes, and had the following comments: 

o The STBF has a six month potential life for the first deposit; a five month life for the second 

deposit; a four month life for the third deposit; and so on.  It is has a shorter life than thought.   

o The TRAN issue cash flow is not designed to be an investment issuance, and should be 

utilized to meet cash flow needs of the state. 

o The balances should be managed to a shorter standard, being mindful that we do not want to 

have a separate benchmark for each shorter term fund. We want to use them as a guide and to 

keep simplicity in the short benchmark we are using. 

o The Bank of America/Merrill Lynch 0-3 Treasury which is a short term benchmark, with a 

duration of 1.3 years for the BPIP Fund.  It is slightly shorter than the current benchmark.   

o The recommended benchmarks were based on the current market.  Conservatively we do not 

want to able to measure the market, but we want a proxy that shows the current market, and 

we will have the ability to see value added by the portfolio managers. 

Committee members, portfolio managers, and Ms. Woodring discussed the reasoning behind having 

one benchmark; and discussed the possible consolidation of the BPIP funds relative to cash flow 

needs, investment strategy, arbitrage calculations, liquidity needs, duration, and investment policy. 

Mr. Cassidy asked about the process for the committee to annually review the benchmarks, relative to 

performance and optimization.  
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Ms. Clarke recommended that the committee table or defer the approval, because of Treasurer 

Lewis’s comments regarding the dialogue, and suggested continued discussion with stakeholders. 

 

Ms. Clarke made the motion to place on next month’s agenda for action.  Treasurer Lewis seconded 

the motion, which passed unanimously by voice vote. 

  

Treasurer Lewis personally thanked the Investment Division and Ms. Woodring for the 

recommendations. He stated that it was important for transparency and that we need input from the 

stakeholders prior to the setting of new benchmarks with regards to the Investment Policy.  

 

Ms. Roseborough responded that this will be a great opportunity to demonstrate the value-added with 

respect to over 25 years of experience for each portfolio manager. 

 

16. State Bond Issue Participation, Mr. Wright 

Mr. Wright covered under General Fund contents. 

 

6. 3/20/12 Quarterly Report, Ms. Woodring 

The STIC binder Davidson and Co. Quarterly Report contents were presented in its entirety.  

Treasurer Lewis asked if Ms. Woodring could provide guidance regarding LGIP pools, S&P ratings, 

and any rules by the legislature. 

Ms. Woodring responded that she would provide that guidance. 

Treasurer Lewis asked if Ms. Woodring would come and provide an update to the Board of Finance. 

Ms. Woodring agreed. 

19. LGIP FY2012 Process Review, Ms. Roseborough 

Ms. Roseborough mentioned that the LGIP Process Review regarding the Reserve Contingency Fund 

was to be completed in June.  

 

20. Audit FY2011, Ms. Roseborough 

Ms. Roseborough presented the STIC Binder Audit and finding. 

 

21. Question Period 

Ms. Roseborough asked if there were questions or comments.  There were no further questions, 

comments, or discussion.  

 

22. Next Meeting- Wednesday, June 13, 2012 @ 9:00 a.m. at STO.  

Ms. Roseborough noted the date and time of meeting. 

23. Adjournment 

Ms. Roseborough adjourned the meeting at 12:25 pm.  

Minutes were taken by Ms. Aguilar, on May 9, 2012. 

Minutes approved by: Ms. Roseborough on June 8, 2012 












































































































































