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1. December 12, 2012 Agenda 

 

 

 

 



 

 

 

 

James B. Lewis 

State Treasurer  

STATE OF NEW MEXICO 

OFFICE OF THE TREASURER 
2055 South Pacheco St. Bldg. 100 

Santa Fe, New Mexico  87505 

 

Phone: (505) 955-1120 

FAX (505) 955-1195 

 Mark F. Valdes 

Deputy State Treasurer 

 

STATE TREASURER’S INVESTMENT COMMITTEE 
Treasurer’s Conference Room 

Wednesday, December 12, 2012, 9:00 a.m. 

 
 

 

MEETING AGENDA (5 Min) 

Roll Call 

Introduction of Guests and Presenters 

1. Approval of December 12, 2012 Agenda    Action 

2. Approval of November 14, 2012 Minutes    Action 

 

 

INVESTMENT REPORTS (30 min) Month Ended 

October 31, 2012  

 

3. Executive Summary      Informational 

4. Investment Policy Compliance Report    Informational 

5. Portfolio Summary – General Fund and Cash Projection  Informational 

6. Portfolio Summary -- Local Government Investment Pool (LGIP) Informational 

7. Portfolio Summary -- Tax-Exempt Bond Proceeds Investment Pool Informational  

8. Portfolio Summary -- Taxable Bond Proceeds Investment Pool  Informational 

9. Portfolio Summary -- Severance Tax Bonding Fund   Informational 

10. Broker Dealer Activities      Informational 

     

CASH MANAGEMENT  Month Ended 

& COLLATERAL REPORTS (10 Min) October 31, 2012 

 

11. State Agency Deposit Balances     Informational 

12. Collateral Report on Agency Deposits & CDs   Informational 

 

COMMITTEE REPORTS (5 min) 

 

13. Question Period       

14. Next Meeting –Wednesday, January 09, 2013, 9:00 am 

15. Adjournment 
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New Mexico State Treasurer’s Office 

STIC Committee Meeting 

Meeting Minutes 

Wednesday, November 14, 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 9:03 a.m. in the conference room of the State Treasurer’s Office, 

2055 South Pacheco Street, Santa Fe, New Mexico 87505. 

 

Members present:  
Mr. Mark Valdes designee for Honorable James B. Lewis, State Treasurer 

Ms. Linda Roseborough, Chair  

Ms. Stephanie Schardin Clarke, Board of Finance Director [left 10:08am] 

Mr. Paul Boushelle, Public Member 

Mr. Paul Cassidy, Public Member [by telephone] 

 

Staff Present: 

Mr. Spencer Wright, Portfolio Manager (PM) 

Ms. Vikki Hanges, Portfolio Manager (PM) 

Mr. Sam Collins, State Cash Manager 

Mr. Arsenio Garduño, Collateral Manager 

Ms. Cindy Cordova, General Counsel 

Ms. Hannah Chavez, STIC Secretary 

 

Guests Present: 

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

 

1. Approval of Agenda:  

Mr. Boushelle moved approval November 14, 2012 agenda.   Mr. Valdes seconded the motion, which 

passed unanimously by voice vote. 

 

2. Approval of Minutes: October 10, 2012 

Ms. Clarke moved approval of the October 10, 2012 minutes.  Mr. Boushelle seconded the motion, 

which passed unanimously by voice vote. 

 

3. Executive Summary, Mr. Wright:  

The STIC executive summary report content was presented in its entirety.  

 

Mr. Boushelle asked Mr. Wright if there is a possibility that the United States bond rating could be 

downgraded again, and wanted to know if it is specified in the Investment Policy or state statue as to 

how low of an investment grade STO can invest in.  Mr. Wright affirmed that there is a potential of a 

downgrade. Mr. Wright also affirmed that there is an investment grade definition that is addressed in 

the investment policy and that the portfolios are well above the grade. Mr. Wright indicated that if 

there are further downgrades, it would probably be in the AA category which is permitted. Mr. 

Wright also mentioned that statue allows for the purchase of treasury securities, but indicated that 

there is no credit or rating agency limitations.   
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Ms. Woodring stated that to her knowledge, within policy and statute, that treasury and agency 

securities do not have a stated credit requirement and therefore, investments in these issues would not 

be impacted by a downgrade.   In policy, corporate securities do have limits on the rating.    

Sometimes bond indentures may further restrict investments requirements, if the bond indenture 

associates a AAA rating requirement with Treasury and Agency securities.  To Ms. Woodring’s 

knowledge there are no outstanding bond indentures that constrain STO investments. 

    

4. Investment Policy Compliance Report, Mr. Wright: 

The STIC investment policy compliance report content was presented in its entirety. 

 

Mr. Wright reported on the municipal bonds purchased in the General Fund that were 

questionable in terms of compliance with state statue and confirmed that all questionable 

positions have been moved out of the portfolio as of October month end. 
 

5. Davidson’s- Fiscal Year 2012 Annual Investment Report & September 2012 Quarterly 

Investment Report, Ms. Woodring: 

The STIC fiscal year 2012 annual investment report & September 2012 quarterly investment report 

content was presented in its entirety. 

 

Ms. Woodring mentioned that she created a new layout of the investment report which shows the new 

benchmarks as of July 2012 which will provide consistency on how the portfolios are managed, 

monitored and reported on. 

 

Ms. Woodring added a comparison of the NM LGIP to other state LGIP’s with current ratings and 

returns as requested from the committee at the last STIC meeting.  

 

Discussion was held regarding other state LGIP portfolios reviewing investment strategies and 

utilization of pools.  

 

Ms. Hanges informed the committee that the LGIP repo has a maturity limit on acceptable collateral 

of less than one year.  Ms. Hanges suggested that we make a change to the investment policy to 

accept collateral longer than one year in order to increase repo yields.  Ms. Hanges indicated that she 

spoke with S&P and noted that in most cases, their 2a7 funds do not have this one year restriction; 

noting that they can accept mortgages, thirty year treasuries and other collateral as long as the 

deposits are over collateralized to the amount that is deemed appropriate.  Ms. Hanges stated this 

could be an opportunity to gain yield quickly without making a huge change in the fund and without 

waiting for sweeping investment policy changes.  Ms. Hanges indicated that all it would take would 

be a vote from the STIC which can be done with the support of S&P since it states in their Principle 

Stability guide that you can have collateral longer than a year.  In the other funds we are doing repo 

with collateral longer than one year which includes mortgage collateral and other types of collateral.  

So if we are comfortable taking collateral in chunks of $600 million, then we would potentially be 

comfortable taking collateral longer than a year in the LGIP as well.  This change would not cause the 

fund to lose its AAAm rating. 

 

Mr. Cassidy asked Ms. Hanges by obtaining collateral longer than a year, does the over 

collateralization percentage increase?  Ms. Hanges stated it would have to be looked into and see 

what the industry standard is.   
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Ms. Woodring agreed that any changes that can be made under the AAAm rating in order to add 

value and to enhance the performance of the fund should be looked at. 

 

Ms. Hanges indicated that the General Fund was at 29 basis points today and the LGIP was at 22 

basis points with treasuries under one year. She also stated that she is not really advocating mortgage 

collateral.  Even though not a huge spread, sometimes at month-end, this spread really can widen out. 

 

Mr. Wright wanted to remind everyone that a temporary waiver of the policy has been done in the 

past where a STIC vote was done on a monthly basis.  A reaffirmation of the vote would be done 

during the duration of the investment.  Mr. Wright also included that LGIP could temporary adopt the 

broader collateral policy that the General Fund is using.  

 

Ms. Roseborough indicated that the staff would do the analysis and would present the proposal to 

Treasurer Lewis for his review.  Upon internal review, we could then bring to the STIC for review 

and then add to future agenda for vote by the committee.  

 

6. General Fund and Cash Position, Mr. Wright: 

The STIC general fund and cash projection report content was presented in its entirety. 

7. LGIP, Ms. Hanges:  

The STIC LGIP report content was presented in its entirety.  

Ms. Roseborough pointed out that the LGIP balances are continuing to contract.  The office is 

currently monitoring and noted that over the last three months we are aware of drawdowns in the 

portfolio due to capital expenditures possibly due to the lack of access to the New Mexico Finance 

Authority (NMFA).  Currently in the LGIP, the judicial district courts have a balance of $4.4 million. 

Additionally, approximately $50 million of the LGIP assets are from investments of state funds 

including the general fund, the BPIPs and the severance tax bond fund. The investment division is 

working with the Treasurer on an outreach program for new participants in 2013.   

Ms. Hanges maintains that it will be difficult to increase deposits in the pool and maintain the current 

yield.  She also indicated that it would be challenging to compete with local banks that are currently 

offering higher yielding CDs currently at 25 basis points and the LGIP is at 18 basis points net to 

participants.  Ms. Hanges also reminded the committee members that the LGIP yield will more than 

likely decrease in December due to the current TLGP program and all of the floater positions that will 

be maturing.  This is a good reason for the LGIP to not be rated; then the LGIP could invest in the 

local bank CDs and would become more of a competitive investment option for participants. 

Discussion continued regarding concerns that participants are under pressure and that yields have 

become a priority for participants.  The state treasurer’s office strategy is to follow safety, liquidity 

and then yield when investing. A recommendation was suggested that LGIP could provide a sub 

account with a longer duration fund without being rated which is already allowed for in statute at an 

appropriate time upon an increase in rates.  

Ms. Clarke mentioned that if warranted and if it makes sense to create a longer duration pool for local 

governments, she would feel more comfortable with city and county treasurers investing in a pool 

managed by the STO rather than them investing on their own as they will have less opportunities to 

diversify their investments; whereas through a STO managed pool their funds would be managed 

with a more reasonable investment ladder. 
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Mr. Valdes recollected that within statute if local governments placed money in banks they have to 

equitably distribute the money amongst all the banks in their community which could be difficult for 

example for the city of Albuquerque due to the vast number of banks; which would be another benefit 

of investing in the LGIP as they would not have to worry about that equitable distribution.  

Mr. Cassidy mentioned that this is a practice that many municipal and county treasurers are violating 

and believes that the state law should be changed to reflect current practice.  

 

8. Tax-Exempt BPIP, Ms. Hanges:  

The STIC tax-exempt BPIP report content was presented in its entirety. 

 

Ms. Clarke mentioned as a point of information, that her office anticipates going to market with $140 

million of general obligation bonds with a notice of sale resolution in January and will accept bids in 

February; (could possibly shift by one month) and the closing should be around March 1, 2013. At 

that point, the tax-exempt pool will receive around $140 million in proceeds.   

 

Ms. Clarke also mentioned that for the taxable pool that at the end of December an estimate of $88 

million will be expected due to senior and supplemental severance tax sponge notes. The amount 

could be up to about $10 million more or less.  

 

Mr. Cassidy asked Ms. Clarke how the current sponge note dollar amount compares to a year ago.  

Ms. Clarke could not recall the sizing of the sponge notes from the prior year but would get back with 

him. Ms. Clarke mentioned that the last few months have been among the highest tax collections that 

she has seen in at least four years.     

 

9. Taxable BPIP, Ms. Hanges:  

The STIC taxable BPIP report content was presented in its entirety. 

 

10. Severance Tax Bonding Fund, Mr. Wright:  

The STIC severance tax bonding fund report content was presented in its entirety. 

11. Broker Dealer Activities, Mr. Wright:  

The STIC broker dealer activities report content was presented in its entirety. 

12. Fiscal Year 2012 Summary and account balance, Mr. Wright 

The STIC fiscal year 2012 summary and account balance content was presented in its entirety.  

 

13. State Agency Deposit Balances, Mr. Collins: 

The STIC state agency deposit balance report content was presented in its entirety. 

 

14. Collateral Report on Agency Deposits & CD, Mr. Garduño: 

The STIC collateral report content was presented in its entirety. 

 

15. Question Period: 

There were no questions. 
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16. State Treasurer Proposed legislation, Ms. Roseborough: 

Ms. Roseborough introduced the state treasurer’s proposed legislation indicating that the Treasurer 

presented to IPOC this month and will present to the IPOC again in November.  Upon finalization of 

the legislation and upon obtaining legislative sponsorship, then the process will continue through 

legislation. Handouts were given out; draft legislation and 10/3/12 Memo Talking Points. Ms. 

Roseborough covered the state treasurer proposed legislation covering each of the proposed 

modifications. 

 

Discussion was held with the committee regarding the 2013 proposed legislation with changes in 

statue NMSA 1978 §6-10-10, §6-10-10.1, and §6-10-16. 

 

Mr. Bouschelle stated additional dialogue will be needed for proposed changes to §6-10-10 N (5) and 

§6-10-10.1 I.   

 

Mr. Cassidy suggested on page 18 in section 4, it should indicate Revenue bonds only with the rating 

being Baa using the Moody’s rating or BBB using the S&P and Fitch rating. For clarification may 

want to specify as BBB or equivalent and on item 2 (line 15) clarify general obligation securities.   

 

Mr. Cassidy stated when this statue was adopted school district monies were managed by county and 

municipal treasurers.  Section 4 was directed specifically to county and municipal treasurers. Around 

25 years ago school districts boards of education became their own boards of finance as certified by 

the Public Education Department.  Now public school districts want to be able to do the same 

investing as county and municipal treasurers and suggested that where county and municipal 

treasurers are referred to in sections A, B, F & G; make the change to be local public body so it is 

consistent with other parts of the statue. 

 

Mr. Valdes indicated that Treasurer Lewis’s intent was to only address the statutes that were 

applicable to this office applicable to where the state can invest except for the one item. 

 

Mr. Boushelle and Mr. Cassidy recommended on Page 2 (line 9) to change the sentence of means a 

“any” political subdivision….  This would cover comments by Mr. Boushelle.  Also add “local 

governing body” on page 4 (line 20) to indicate County, municipal treasurers, or local governing 

bodies… 

 

17. Next Meeting: Wednesday, December 12, 20012 at 9:00 a.m. at the State Treasurer’s Office.  

Ms. Roseborough noted the date and time of next meeting. 

 

18. Adjournment 

Ms. Roseborough adjourned the meeting at 10:57 a.m.  

Minutes were taken by Ms. Hannah Chavez on November 14, 2012. 

Minutes were created by Ms. Hannah Chavez on November 15, 2012. 

Minutes approved by Ms. Roseborough on November 27, 2012.  
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