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STATE CAPITOL BUILDING
500 WOODLANE STREET, SUITE 220
LITTLE ROCK, ARKANSAS 72201

DENNIS MILLIGAN
TREASURER

TREASURER OF STATE

December 31, 2022

The Honorable Jonathan Dismang, Co-Chair

The Honorable Lane Jean, Co-Chair

94" Arkansas General Assembly — Joint Budget Committee
1 Capitol Mall, Fifth Floor

Little Rock, AR 72201

Dear Senator Dismang and Representative Jean:

In accordance with Arkansas Code Annotated §19-3-504(b)(2), we respectfully submit the
enclosed reports of the Treasurer of State for the period July 1, 2022, through December 31,
2022. A summary of these reports is shown in Attachment 1 to this letter.

If you should have any questions or comments regarding these reports, please feel free to contact
our office.

/

Sincerely,

\ ““/\{//1, —

ennis Milligan
Treasurer of State

Enclosures:
Attachment 1 -0 Summary
Reports

Telephone: (501) 682-5888  Fax: (501) 682-3842



Arkansas State Treasury
Target Rate of Investment Return and Actual Rate of Investment Return
December 31, 2022

Complying with ACT1088, the State Board of Finance establishes a benchmark rate of
return for the Treasury Investment Portfolio. Several factors contribute to the development
of the target rate of return. These include the stated standards of safety, liquidity and then
return. The primary mission of the Treasury is providing adequate liquidity for the State’s
business. Upon meeting those needs all other funds are invested to balance future needs

with market opportunities.

Treasury monitors the cash flow process on a dynamic basis. Cash flows are managed daily
to meet the needs of State Agencies. The Treasury also has a fiduciary responsibility to all
taxpayers. The current investment policy maintains the conservative investment portfolio
management approach highlighted in previous reports. Treasury has added systems and
process improvements to responsibly manage overall return. As market conditions vary
over time, Treasury has a commitment to manage risk versus return to meet the standard
of Safety, Liquidity and then Return. Meeting this standard requires on-going analysis and

risk assessment of cash flows and market opportunities.

The ROI for the first half of fiscal year 2023, July 1, 2022 — December 31, 2022 was
2.279%.

Benchmark Period SBoF Target Book Return  Actual Book Return

1** Quarter FY23 1.70 — 1.80% 1.972%
2" Quarter FY23 2-10-2.20% 2.587%



Arkansas State Treasury
Liquidity Requirements and Actual Liquidity
December 31, 2022

Treasury dynamically models cash flows across daily, weekly, monthly, and quarterly
projections to match anticipated liabilities with the timely return of cash from investments and in
more liquid bank demand accounts. Treasury works with the Department of Finance and
Administration along with other state agencies to meet the state’s cash commitments. The cash
forecast process matches daily cash needs with investments that mature before or on days with
outbound cash flows. Treasury negotiates the best possible rate of return for these investments
across several sectors including bank accounts, money markets, and commercial paper.
Currently, Treasury maintains around $1 billion in short-term commercial paper and at least
$200 million in bank and money market deposits to facilitate warrant fulfillment. Liquidity is
managed on a liability driven basis to best meet the state’s commitments in a timely and efficient

manner.
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