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Minutes  
City of Gresham Finance Committee 

Wednesday, March 16, 2016, 7:00 p.m. 
Conference Room 3A 

 
Finance Committee Members Present:   
Curt Hugo, Chair 
Jan Baker, Vice Chair 
Jared Koga 
Sue O’Halloran 
Janine Ross  
Paul Warr-King 
Don West 
 
Kris Leibrand (Recording Secretary) 
 
Finance Committee Members Absent: 
None 
 
Council Members in Attendance: 
None 
 
Staff Members in Attendance:  
Sharron Monohon, Budget & Financial Planning Director 
Bernard Seeger, Finance & Management Services Director 
Susan Brown, Finance & Accounting Services Manager 
Terryl Aguon, Cash Management Analyst 
Mark Tolliver, Debt Management Analyst 

 
1. Convene Meeting 

Chair Hugo convened the meeting of the Gresham Finance Committee at 7:03 p.m.    
 
2. Minutes of February 17, 2016 

Ms. Leibrand noted that the room number on the minutes was listed incorrectly and Councilor 
Echols was in attendance rather than Councilor Hinton.  These will be corrected in the final 
approved version. 
 
A motion was made by Mr. Warr-King and seconded by Ms. Ross to: 
 
“Approve the minutes for the February 17, 2016 Finance Committee meeting with 
corrections as noted.”   

MOTION CARRIED UNANIMOUSLY 
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3. Public Comment 
None. 
 

4. Investment Performance Report 
Mary Donovan from Insight Investment, the City’s financial advisor, reviewed the information in 
the Investment Management Program Review booklet provided at the meeting.  A copy of this 
document is attached to these minutes as Attachment A.  Ms. Donovan also provided and 
reviewed an information sheet of the 2015 earnings on the portfolio and the LGIP.  A copy of 
this document is attached to these minutes as Attachment B.   

 
5. Capital Improvement Program Updates 

Ms. Monohon discussed the process for the annual update of the 5-year Capital Improvement 
Program (CIP).  She provided a handout of the projects being proposed in the 16/17-20/21 CIP, a 
copy of which is attached to these minutes as Attachment C.  She then went through the project 
list and discussed the highlights and key changes for each program area.  The Committee had an 
opportunity to ask questions about projects and funding plans. 
 

6. Committee Business 
Ms. Brown gave an overview of the anticipated changes to the investment policy.  She asked the 
Committee if they would like to establish a subcommittee to review the Investment Policy. 
Committee members agreed that they would like a subcommittee to review the Investment 
Policy.  She explained that last year the process was done via email and we anticipate doing that 
again this year unless the subcommittee would prefer to have a face-to-face meeting. 
 
Chair Hugo asked if any members would be interested in being part of the subcommittee.  It was 
decided that Mr. West and Mr. Koga will serve as the Committee members on the subcommittee. 
 
Ms. Brown explained that last year we came to the Committee twice, once with the redlined 
version that went to the Short Term Fund Board and again after the Board completed their 
review for the Committee’s recommendation to Council.  Ms. Brown asked if the Committee 
would like to only see it once this year, in June, and provide a conditional recommendation at 
that time, assuming the short-term fund board only has housekeeping-type changes.  She said her 
goal is to have the process wrapped up in August to make sure it can get to the Council sooner 
that it has in previous years. 
 
Ms. Brown noted that our two-year contract with Insight is up this year.  We have chosen to go 
out for a RFP again this year and would like to have a Finance Committee member as part of the 
RFP review committee.  The RFP process calendar anticipates the meetings to take place the end 
of April or the first part of May. It was decided that Mr. Warr-King and Mr. West will participate 
in the RFP process for investment advisory services. 
 
Ms. Monohon said she wanted to make sure the Committee understands how the role of the 
Council liaisons to the committee works.  She said this Committee is unusual in that a number of 
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our Finance Committee members have served as City Council Members and vice-versa and there 
is a lot of interest in the topics presented.  Ms. Monohon said that we have typically had a high 
level of Council representation at our Finance Committee meetings.  She confirmed that there is 
officially one Councilor assigned to the Committee (at this time Councilor Hinton) and the other 
Councilor (at this time Councilor Echols) is an alternate. 

 
7. Council Work Plan Project Update  

None. 
 

8. Good of the Order 
None. 

 
9. Meeting Adjournment 

Chair Hugo adjourned the meeting at 8:30 p.m. 
 
The next regular Finance Committee meeting will be May 18, 2016 at 7:00 p.m. in Conference 
Room 3A. 

 
 
 

_____________________________    ___________________________ 
Curt Hugo, Chair     Kris Leibrand, Administrative Assistant 
        



' . 

" 

City of Gresham 

THIS MATERIAL IS APPROVED FOR A ONE-ON-ONE 
PRESENTATION BY AUTHORIZED INDIVIDUALS TO 

INSTITUTIONAL OR FINANCIAL PROFESSIONALS 
ONLY. NOT APPROVED FOR RETAIL DISTRIBUTION. 

ACCORDINGLY THIS MATERIAL IS NOT TO BE 
REPRODUCED IN WHOLE OR IN PART OR USED FOR 

ANY OTHER PURPOSE 

Investment management program review 

Mary Donovan, CFA®, Senior Portfolio Manager 

March 2016 

Insight 
INVESTMENT 

>- A BNY MELLON COMPANY'M 



Table of contents 

1. City of Gresham's Insight Investment team 

2. Market environment and strategies 

3. Portfolio performance review 

4. Important disclosures 

~ A BNY MELLON COMPANYSM 
1331 Seventeenth Street, Suite 602, Denver, CO 80202 

303-860-1100 

Insight 
INVESTMENT 

CR0014B 2 



mAN'v'dWOJ NOll3W AN8 'v' <II( 

!N3W!S3ANI 

ll.I.8~SUI 



Insight 
City of Gresham's Insight Team 

INVESTMENT 

Portfolio Management 

• Mary Donovan, CFA, mary.donovan@insightinvestment.com, 303.864.7410 

• Dave Witthohn, CFA, CIPM, dave.witthohn@insightinvestment.com, 303.864.7452 

• Chris Nebenzahl, chris.nebenzahl@insightinvestment.com, 303.864.7484 

Client Services 

• Deirdre Jordan, deirdre.jordan@insightinvestment.com, 212.365.3146 
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Insight 

Market environment 
INVESTMENT 

A. The quarter in review 

The Federal Reserve finally delivered on their promise of raising the overnight funds rate for 
the first time since June 2006.The annualized GOP at that time was 2.9 percent and the 10 
year Treasury yielded over 5 percent. This June 2006 policy change was the end of their last 
hiking cycle that began two years prior. Annualized GOP at the time of this first hike was 4.2 
percent and the 10 year Treasury yielded 4.6 percent. The market and economic conditions 
this time in 2015 are certainly different. 

Table 1. Significant differences between Fed cycles1 

Last Cycle This Cycle 

Begin Begin 

6/30/2004 6/30/2006 12/31/2015 

New funds rate1 1.25% 5.25% 0.25%-0.50% 

Prior funds rate 1 1.00% 5.00% 0%-0.25% 

Core PCE (yoy)1 2.0% 2.4% 1.3% 

Unemp I o yment 1 5.6% 4.6% 5.0% 

GDP (annualized) 1 4.2% 2.9% 2.1%* 

US10yrTsy1 4.6% 5.1% 2.3% 

West Tx Spot Crude($) 1 37.1 73.9 37.0 

IG Credit OAS2 93 88 155 

Of primary concern for investors is the US economy's ability to withstand normalizing 
monetary policy in a low inflation low growth environment. The last Fed hiking cycle was 
characteristic of previous hiking cycles in that inflation was meaningfully tangible and 
economic growth was firm. This clearly is not the case today. Core personal consumption 
expenditures, or PCE, are well-anchored below the Fed's preferred 2 percent target. 
Moreover, in the very same quarter that the Fed initiated higher rates, US GOP is likely to 
again slow to 1.5 percent quarter over quarter growth. 

• Estimate. 1 Source: Bloomberg Finance LP, 12/31/2015, 2 Source: Barclays, 12/31/2015. 
Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. 
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Table 2. PCE is well-anchored but below target2 

Of secondary and no less meaningful concern is the global commodity bust and its potential 
knock on effects. Highlighted in our commentary last quarter, it is critical that the economic 
stress remains isolated to the energy and commodities industries. Larger sovereigns exposed 
to these sectors such as Brazil and South Africa must also endure the repricing. The thesis for 
stable global growth and the Federal Reserve's justification for raising rates at this time are 
dependent on the commodity crisis remaining contained. 

As Table 1 highlights, the market is not confident in this thesis. Compensation for investment 
grade credit over comparable Treasury securities is high. On its surface, this 155 basis point 
spread implies a meaningful chance of an upcoming economic recession and is now at its 
highest spread since the European sovereign debt crisis in 2011 .1nvestment grade credit 
underperformed comparable Treasury securities by 1.69 percent in 2015 with the energy and 
basic material sectors lagging by over 8 percent. 2 

It is, therefore, likely that this rate hiking cycle by the Federal Reserve will be like no other. If 
the crisis in commodities spills into other sectors of the global economy, then we might be 
witnessing a policy error. The market is assigning a high probability of this risk. The Fed, 
however, is keen to these risks and will likely be very slow in raising rates with the possibility 
of pausing sometime this year. This would be different from the last hiking cycle when the Fed 
raised rates 0.25% each meeting. The Fed will also carefully craft forward guidance to keep 
markets calm and not tighten conditions further for the stressed sectors, although as we 
learned in September the Fed can be prone to communication errors. 

2 Source: Barclays, 12/31/2015. 
Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. 

>- A BNY MELLON COMPANY'M CRD014B 7 



Insight 
Market environment 

INVESTMENT 

Another key difference is that the initial policy goal in 2015 is "normalization" rather than 
"tightening" to slow an overheating economy. The risks to policy error are high, yet it is worth 
the risk in our view. Zero interest rate policy has done well to avoid deflation and quickened 
the recovery from the 2008 financial crisis, but it is not an appropriate policy stance to 
promote further growth in the current low and stable inflation environment. Evidence of the 
unintended consequences of zero interest rates is observed in the corporate sector, which 
continually chooses financial engineering for growth rather than productive investment in plant 
and equipment. 

Ultimately, the markets and the economy are at a critical inflection point. The economy either 
withstands the simultaneous commodity shock and rate hike or it fails to do so. Our view is 
that it will withstand these shocks given the resiliency of the US consumer who has reduced 
debt and exhibited discipline since the financial crisis. It is also our view that this will take time 
to be realized. Our thesis from last quarter, therefore, remains unchanged in that we are 
comfortable owning corporate credit and non-government investments at the expense of 
Treasuries at current prices. Also unchanged is our view that volatility will likely remain high 
and risk-on rallies short-lived until clarity is seen in these broader commodity and sovereign 
issues. 

B. Interest rates and spread relationships 

For the fourth quarter of 2015, the average yield on the two-year Treasury was 82 bp. The 
high for the quarter of 1.09 percent was reached on December 29th and the low of 55 bp 
occurred on October 14th. At the end of December, the two-year Treasury yielded 1.05 
percent. 

Longer-term rates were volatile throughout the fourth quarter, and did not experience the 
same consistent increase as short term rates. The average yield on the ten-year Treasury 
note for the fourth quarter was 2.17 percent, with a high at 2.34 percent on November 9th and 
the low for the quarter of 1.97 percent on October 14th. 

The yield spread between the two-year Treasury note and ten-year Treasury note continued 
to tighten throughout the fourth quarter. The largest spread of the quarter was reached on 
October 8th, at 147 bp, while the tightest spread of 121 bp was seen on December 29. The 
average spread during the fourth quarter was 136 bp. 

Past performance is not indicative of future results. Please refer to the disclosures at the back of this presentation. 
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City of Gresham 
Portfolio Diversification and Maturity Distribution 
Holdings as of February 29, 2016 

Final Maturity 

Cash and Equivalents 1 
US Treasury Securities 628 
US Instrumentality 764 
Corporate Bonds 577 
Municipal Securities 1387 

GRAND TOTAL 633 

Historical Cost 

26,961,067 
10,979,414 
66,310,579 
66,695,920 
17,706,379 

190,655,380 

Portfolio Diversification 

Within 30 Days 
30 Days to 1 Year 
1 Year to 5 Years 
Over 5 Years 

GRAND TOTAL 

Historical Cost 

28,961,087 
24,899,434 

130,468,485 
6,326,374 

190,655,380 

Maturity Distribution 

Yield 

0.75 
0.99 
1.19 
1.32 
1.87 

1.22 

%Portfolio 

15.19% 
5.76% 

34.78% 
34.98% 
9.29% 

100.00% 

• Cash and Equivalents 

• US Treasury Securities 

• US Instrumentality 

• Corporate Bonds 

• Municipal Securities 

%Portfolio 

15.19% 
13.06% 
68.43% 

3.32% 

100.00% 

140,000,000 ,------------------------------------------

120,000,000 +------------------------

100,000,000 +------------------------

80,000,000 ~--------------------

60,000,000 +------------------------1 

40,000,000 -1--------------------------< 

20,000,000 +----1 

0 +-----' 
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C
ity o

f G
re

sh
a

m
 

Y
e

a
r to

 D
ate R

e
tu

rn
 In

fo
rm

a
tio

n
 

2015 

Ja
n

u
a

ry 
F

e
b

ru
a

ry 
M

a
rch

 
A

p
ril 

M
ay 

Ju
n

e
 

Ju
ly 

A
u

g
u

st 
S

e
p

te
m

b
e

r 
O

cto
b

e
r 

N
o

ve
m

b
e

r 
D

e
ce

m
b

e
r 

2015 
2015 

2015 
2015 

2015 
2015 

2015 
2015 

2015 
2015 

2015 
2015 

Insight Investm
ents 

T
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ost) 
N
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ees 
137,184 

141,710 
127,759 

130,427 
128,790 

151,008 
157,569 
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168,699 

A
nnualized R

eturn 
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422,024 

567,171 
710,781 

876,376 
1,047,26q 

1,211,400 
1,385,144 

1,560,036 
1,721,954 

1,910,085 

A
n

n
u

a
lize

d
 

R
e

tu
rn

 N
et o

f 
F

ees 
0.95%

 
1.02%

 
1.00%

 
1

.01%
 

1.01%
 

1.03%
 

1.04%
 

1.05%
 

1.07%
 

1.08%
 

1.09%
 

1.09%
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C
ity o

f G
resh

am
 

S
u

m
m

ary o
f L

o
n

g
 D

u
ratio

n
 T

rad
in

g
 S

trateg
y 

P
u

rch
ase D

ate 
P

ar V
alu

e 
H

isto
rical C

o
st 

D
escrip

tio
n

 
P

u
rch

ase Y
ield

 
S

ale D
ate 

S
ale P

ro
ceed

s 
R

ealized
 G

ain
 

09/09/13 
2,000,000 

1 ,976,380 
F

F
C

B
 2.625%

 due 9/9/20 
2.81 

05/16/14 
2,065,460 

86,780 
09/17/13 

2,000,000 
2,000,000 

F
H

LB
 2.48%

 due 10/7/19 
2.48 

02/02/16 
2,088,150 

88,150 
10/22/13 

2,000,000 
1 ,880,380 

F
F

C
B

 2.45%
 due 6/6/23 

3.18 
07/18/14 

1,957,145 
67,608 

12/05/13 
2,030,000 

1,838,490 
F

H
LB

 1.875%
 due 12/9/22 

3.08 
07/18/14 

1,918,480 
66,897 

02/25/14 
2,400,000 

2,274,768 
F

F
C

B
 1.84%

 due 9/1/21 
2.61 

02/02/16 
2,425,872 

118,676 
T

o
tal 

10,430,000 
9,970,018 

2.82 
10,455,107 

428,111 
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Im
portant disclosures 

P
a

st p
e

rfo
rm

a
n

ce
 is n

o
t a g

u
id

e
 to

 fu
tu

re
 p

e
rfo

rm
a

n
ce

. T
he value o

f Investm
ents and any incom

e from
 them

 w
ill fluctuate a

n
d

 is not guaranteed (th
is m

a
y partly be due to exchange rate 

changes) and Investors m
a

y not g
e

t back the a
m

o
u

n
t invested

. T
ransactions in foreign securities m

ay be executed and settled in local m
arkets. P

erform
ance com

parisons w
ill be affected by 

changes in in
te

re
st rates

. Investm
ent retum

s fluctuate due to changes in
 m

a
rke

t conditions. Investm
ent Involves risk, lnclud ing the possible loss o

f principal. N
o assurance can be given that the 

perform
ance objec.tlves o

f a given strategy w
ill be achieved. 

T
he inform

ation contained herein is for your reference only and is being provided in response to your specific request and has been 
obtained from

 sources believed to
 be reliable

: how
ever, no representation is m

ade regarding its accuracy or com
pleteness. T

his docum
ent m

u
st not be used fo

r the purpose o
f an offer o

r solicitation 
in any jurisdiction o

r in any circum
stances in w

hich su
ch

 offer or solicitation is unlaw
ful o

r otherw
ise not perm

itted
. T

his docum
ent should not be duplicated

, am
ended

, o
r forw

arded to a lhird party 
w

ithout consent from
 Insight. T

his is a m
arketing d

o
cu

m
e

n
t intended for professional clients only and should not be m

ade available to o
r relied upon by retail clients. 

Investm
ent advisory services in N

orth A
m

e
rica

 are provided through fo
u

r different S
E

C
-registered investm

ent advisers using the brand In
sig

h
t Investm

ent: 
C

utw
ater A

sse
t M

anagem
ent C

orp
. 

(C
A

M
C

). C
utw

ater Investor S
e

rvice
s C

orp
. (C

IS
C

), P
areto N

ew
 Y

ork LLC
 (P

N
Y

) and P
areto Investm

ent M
anagem

ent Lim
ited (P

IM
L). 

T
he N

orth A
m

erican investm
ent advisers are associated w

ith a 
broader g

ro
u

p
 o

f global Investm
ent m

anagers that also (individually and collectively) u
se the corporate brand Insight Investm

ent and m
ay be referred to a

s "Insight", "Insight G
roup" o

r "Insig
h

t 
Investm

ent". 
T

he in
ve

stm
e

n
t adviser providing these advisory services is C

utw
ater Investor S

ervices C
orp

. (C
IS

C
), an investm

ent adviser registered w
ith the S

ecurities and E
xchange C

om
m

ission (S
E

C
), under 

the Investm
ent A

dvisers A
ct o

f 1940
, as am

ended
. R

egistration w
ilh

 the S
E

C
 d

o
e

s n
o

t im
ply a certain level o

f skill o
r !raining

. Y
o

u
 m

ay request. w
ithout charge

. additional inform
ation about Insight. 

M
oreover, specific inform

ation relating to lnslghl's st.rategles
. including Investm

ent advisory fees. m
ay be obtained from

 C
IS

C
's F

orm
 A

D
V

 P
art 2A

, w
hich is available w

ithout charge upon request. 
A

ll perform
ance num

bers used in lh
e

 analysis are gross returns. T
he perform

ance reflects the reinvestm
ent o

f all dividends and incom
e. C

IS
C

 charges m
a

n
a

g
e

m
e

n
t fees on all po~ollos that it 

m
anages a·nd these fe

e
s w

ill red
uce the returns on the portfolios. F

or exam
ple

. assum
e that $30 m

illion is invested in an acc<~unt w
ith the F

irm
, and this account achieves a 5

.0%
 annual return 

com
pounded m

onthly, gross o
f fees

, for a period o
f five years. A

t the end o
f five years that account w

ould have grow
n to $38

,500
,760 before the deduction o

f m
anagem

ent fees
. A

ssum
ing 

m
anagem

ent fees o
f 0

.25%
 p

e
r ye

a
r are deducted m

onthly from
 the account. the value at I he end o

f the five ye
a

r period w
ould b

e
 $38,022

,44 7
. A

ctual fees for n
e

w
 accounts are dependent on size 

and subject to negotiation
. C

IS
C

's investm
ent advisory fees are discussed in P

art 2A
 of1he F

irm
's F

orm
 A

D
V

. 
A

 full description o
f advisory fees is described in P

a
rt 2A

 o
f F

orm
 A

D
V

 available from
 C

IS
C

 a
t w

v-.w
.adviserinfo

.sec.g
o

v
. 

U
nless otherw

ise stated
, the source o

f inform
ation is Insight. A

ny forecasts o
r opinions are Insight's ow

n a
t the d

a
te

 o
f this d

o
cu

m
e

n
t (or as otherw

ise specified) and m
a

y change
. M

aterial in
 this 

publication is fo
r general inform

ation only and is not advice
, investm

ent advice
, o

r the recom
m

endation o
f any purchase o

r sa
le

 o
f any security. Insight m

akes n
o

 im
plied o

r expressed 
recom

m
endations concerning the m

a
n

n
e

r in w
hich an account should o

r w
ould be handled

, as appropriate investm
ent strategies d

e
p

e
n

d
 upon specific in

ve
stm

e
n

t guidelines and objectives and 
should not be construed to b

e an assurance that any particular security in a strategy w
ill rem

ain in any fund
, account. o

r stra
te

g
y, or that a previously held security w

ill not be repurchased
. It should 

not be assum
ed that any o

f the security transactions o
r holdings referenced herein have been or w

ill prove to be profitable o
r that future investm

ent decisions w
ill be profitable o

r w
ill equal o

r exceed 
the past in

ve
stm

e
n

t perform
ance o

f th
e

 securities lfsted
. 

Inform
a

tion about the ind
ices show

n here is provided to a
llo

w
 for com

parison o
f the perform

ance of the strategy to th
a

t o
f certain w

ell-know
n and w

idely recognized Indices
. T

here is no 
representation that su

ch
 index Is an ·appropriate benchm

ark for such com
parison

. Y
ou cannot invest directly in

 an index and the indices represen
ted d

o
 not take into account trading com

m
issions 

and/or other brokerage o
r custodial costs

. T
h

e
 volatility o

f the indices m
a

y be m
aterially d

ifferent from
 that o

f the strategy. In addition
, th

e
 strategy's holdings m

a
y differ substantially from

 the 
securities that com

prise the ind
ices show

n
. 

T
he B

ank o
f A

m
erica M

errill Lynch 1-3 U
S

 Y
e

a
r T

reasury Index is an unm
anaged Index that tracks the perform

ance o
f the direct sovereign d

e
b

t o
f the U

S
 G

o
ve

rn
m

e
n

t having a m
aturity o

f a
t least 

one ye
a

r and less than three years. 
Insight d

o
e

s not provide tax o
r legal advice to its clients and all investors are strongly urged to co

n
su

lt their tax and legal advisors regarding any potential strategy o
r investm

ent. 
Insight is a group o

f w
holly ow

ned subsidiaries o
f T

h
e

 B
a

n
k of N

e
w

 Y
ork M

ellon C
orporation

. B
N

Y
 M

ellon is the corporate brand o
f T

he B
ank o

f N
e

w
 Y

ork M
ellon C

orporation and m
a

y also be used 
as a generic term

 to reference the C
orporation as a w

hole o
r Its various subsidiaries generally. P

roducts and services m
ay b

e provided under various brand nam
es and in

 va
rious countries b

y 
subsidiaries

, affiliates and jo
in

t ventures o
f T

h
e

 B
ank o

f N
e

w
 Y

ork M
ellon C

orporation w
here authorized and regulated as required w

ithin e
a

ch
 jurisdiction

. U
nless you a

re
 notified to the contrary. the 

products and services m
entioned are not insured by the F

D
IC

 (or by any governm
enlal entity) and are n

o
t guaranteed by or obligations o

f T
h

e
 B

ank o
f N

ew
 Y

ork M
ellon C

orporation o
r any o

f its 
affiliates

. T
he B

ank o
f N

e
w

 Y
ork C

orporation assum
es no responsibility for the accuracy o

r com
pleteness o

f the above data and d
iscla

im
s all expressed o

r im
plied w

arranties in connection 
therew

ith
. 

©
 2016 Insight Investm
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ll rights reserved

. 

~.
 

,. B
N

Y
 M

E
L

L
O

N
 












































































	March 16 Approved with Attachments
	Attachment A - Insight Investment Report
	Attachment B - Insight YTD LGIP info
	Attachment C - CIP

