INVESTMENT ADVISORY COMMITTEE MEETING
January 25, 2011  – 11:00 a.m.

Item #1 – Roll Call

The Clerk called the Roll, with the following members present:

Ted Kalo, Lorain County Commissioner

Lori Kokoski, Lorain County Commissioner

Tom Williams, Lorain County Commissioner

Daniel Talarek, Vice-Chair, Lorain County Treasurer

Ron Nabakowski, Lorain County Clerk of Courts

Theresa L. Upton, Clerk 
Also present:  Dennis Yacobozzi – United American Capital Corporation (UACC), Budget Director Lisa Hobart, Assistant County Prosecutor Jerry Innes, Mark Stewart, Lorain County Auditor & Craig Snodgrass, Lorain County Auditor’s Office.
Item #2 – Approval/Correction of Minutes

Motion by Ted Kalo, seconded by Lori Kokoski to approve the minutes of November 23, 2010.  Upon roll call the vote taken thereon resulted as:  Ayes: All.  Motion carried.

Item #2a – Election of Officers:

CHAIR – Dan Talarek
Motion by Lori Kokoski, second by Ted Kalo to nominate Dan Talarek as Chair. Upon roll call the vote taken thereon, resulted as: Ayes: All.

Motion carried.

VICE-CHAIR – Ted Kalo

Motion by Dan Talarek, seconded by Lori Kokoski to nominate Ted Kalo as Vice-Chair. Upon roll call the vote taken thereon, resulted as: Ayes: All.

Motion carried.

Item #3 – Report of the Treasurer

Mr. Talarek distributed copies of the 4th (October-December) reports for fiscal year 2010, showing interest earned as follows in the General Fund.

CD’s



$      78,825.35
Star Ohio


$        9,615.68
Custodial Acct./E.S.T.

$ 2,046,301.48
Star J.C.P.


$        1,166.03
$ 2,135,908.54
Mr. Talarek pointed out that investment income had declined about 26%, as interest rates continue to remain low.    As a comparison, StarOhio averaged about 10 basis points (.10%) with banks quoting 12-15 basis points, on average (.12% - .15%).   The highest yielding segment of the County’s investments is the core portfolio of various Federal Agency securities, managed by UACC.  


As a comparison to investment balances of the past, Mr. Talarek indicated that the total investment balance was $160.5 million in 2008 and has declined to $148.1 million in 2010.   
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   January 25, 2011
Item #3 – Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation (UACC), the County’s Investment Advisor, distributed the 4th quarter FY10 Portfolio Report, which included an inventory of portfolio assets, and other reports that detailed investment activity for the quarter.  Also included were graphic illustrations depicting the portfolio’s asset composition, maturity analysis, and a comparison of market yields.   Mr. Yacobozzi discussed all aspects of the portfolio’s activity for the quarter, including a review of market conditions, which affected the value and return of the core portfolio.   He also indicated that all investments made during the quarter are in full compliance with Chapter 135.35 of the Ohio Revised Code and the County’s approved investment policy.


Mr. Yacobozzi pointed out that the Fed will likely discontinue its asset purchase program (approx. $600 billion), known as QEII by June of this year.   The initial program (QEI) began during November of 2008 (approx. $1.5 Trillion), encompassing the purchase of both mortgage-backed securities and various Treasury issues, as a measure to bolster liquidity and to keep interest rates low.   Going forward, the Fed will begin selling assets to take cash out of the system as a way to begin instituting a more restrictive monetary policy.   Eventually, the Fed will increase the Funds rate (UACC projects an increase by 1QTR12).     

From an investment strategy perspective, Mr. Yacobozzi indicated that the relatively steep curve suggests that some duration is needed to generate competitive earnings as opposed to overly shortening the portfolio prematurely.   In essence, no dramatic shortening has occurred and a “duration neutral” approach has been taken.   However, shorter maturities will be added to front-end load the portfolio in anticipation of higher rates in the near future. 
Item #5 – Meeting
Scheduled quarterly meetings, subject to change - Tuesday at 11 am

· 1st quarter (2011) – April 26, 2011

· 2nd quarter (2011) – July 26, 2011

· 3rd quarter (2011) – October 25, 2011

· 4th quarter (2011) – January 24, 2012

Item #6 – Further Business
a. Letter from US Bank – January 1, 2011 they will provide enhanced reporting related to cost basis and gain or loss on annual 1099-B forms when investments are sold and is a result of Emergency Economic Stabilization Act of 2008.   Mr. Yacobozzi said United American Capital Corporation has always provided this but the IRS now requires the same of financial institutions.
b. Craig Snodgrass, Lorain County Auditors’ Office thanked Mr. Yacobozzi and Budget Department for the information on the GASP 31 & 40 and no additional cost from UACC
Item #7 – Adjournment
With no further business, Lori Kokoski moved, seconded by Ron Nabakowski to adjourn the meeting at 11:43 a.m. Upon roll call the vote taken thereon, resulted as:  Ayes: All.  
Motion carried.



Respectfully submitted by:
Theresa L. Upton, Clerk - Lorain County Board of Commissioners
