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work. He also knew there were other things that needed to be put in place first in order to 
protect participants in the bankruptcy and making sure the pool was adequately covered. 

Mr. Tovstein invited anyone interested to take one of his business cards and feel free to 
give him a call with any questions or concerns. 

Mr. Friedman announced that by his calculations, net earnings would be roughly just 
under 5% negative for the quarter. Mr. Demee agreed saying 5% one time charge going 
forward 

Kathy Blackwood, Chief Financial Officer, Community College 
•	 In terms of the options #2 and #3, anything the Treasurer can do to help the college 

district with their credit rating would be appreciated. She concluded by thanking Mr. 
Buffington for his helpful phone call the day before. 

Mr. Buffington said retaining any of those securities other than as non-performing asset is 
a red flag to the rating agencies and that is the problem. 

Mark Olbert, Trustee, San Carlos School District 
•	 Interested in any insight on the rest of the portfolio. There are other names that are
 

concerning and would like an update and risk factor involved.
 

Mr. Tovstein reported that some of the bonds he continues to watch closely and 
anticipates receiving both principal and interest upon maturity are: Morgan Stanley, 
Citicorp, JP. Morgan and Wells Fargo. Those are in the financial sector and he does not 
anticipate any of those companies going under and noted the Treasury Department will 
never allow another Lehman situation. He is monitoring the portfolio everyday, 
especially Morgan Stanley Bonds and recommends holding all those pieces of paper until 
they mature. 

Mr. Olbert inquired about holdings with Fannie Mae and Freddie Mac. 

Mr. Tovstein said that Fannie Mae and Freddie Mac, after the treasury takeover, are 
basically owned by the US Treasury and are backed by the "full faith and credit" of the 
government. Hence, spreads have recently tightened to the treasury curve. 

Mr. Olbert also questioned the concentration in the holdings. Going forward, when 
looking at revising, he feels there are best practices out there that we can learn 
from. 

In response, Mr. Tovstein noted that many of the Lehman purchases, with the exception 
of Lehman Commercial Paper, were done at least seven months prior when their capital 
position was much stronger and ratings were higher. The majority of Lehman positions 
were purchased over a number of years. He then stated he believes the Lehman 
bankruptcy was not something anyone saw coming. This is a first time monumental 
event. The financial markets continue to melt down in a historic manner never to be 
experienced before.. 

Jim Steele, City of South San Francisco 
• Brief comment on the go forward basis. He recommends the following future changes: 

1.	 The concentration of credit below A 
2.	 The concentration on various sectors, for example, the holdings in the financial 

sector. 
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Mr. Tovstein responded by saying that at the time of any investment, he has never 
purchased a piece of paper that was below investment grade, which is A rated or lower. 
He has always operated within the State guidelines and the County Investment Policy. 

Jeff Child, Menlo Park School District 
•	 Suggested spreading the loss over a period of time rather than one quarter or one day and 

also mentioned he would like to see the spread of Treasuries in future reports. 

Mr. Tovstein noted that the Corporate Sector of the portfolio is basically a buy and hold 
account. When the decision is made to buy them, whether it is at 100 or 105 to 
Treasuries, that spread could change the next day or the first moment after the breaks in 
the open market. The market fluctuates minute to minute. As a general rule, Mr.Tovstein 
said we do not trade Corporate Bonds similar to the way we might Treasury or Agency 
Securities. 

A discussion ensued regarding how the spreading of the losses, between the participants, 
could be allocated over time. 

Mr. Friedman asked when the final determination will be made and when will the 
participants know their balances. Mr. Demee said the Controller's office will close the 
quarter on Oct. i h or 8th

. 

In closing, Mr. Buffington announced that he and Mr. Tovstein are always available 
and their doors are always open. He encouraged those with any questions or concerns to 
take his business card and give him a call. 

DATE OF NEXT MEETING 
The next meeting of the Investment Advisory Committee will be held on Monday, 
October 20,2008 at 12:00 noon. 

ADJOURNMENT 
There being no additional business and no further questions, the meeting was adjourned at 
10:03 a.m. 


