Meeting #1

INVESTMENT ADVISORY COMMITTEE MEETING

February 4, 2002 - 10:40 a.m.

Item #1 – Roll Call:

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

Elizabeth C. Blair – Chair, Lorain County Commissioner

Daniel J. Talarek, Lorain County Treasurer

Ron Nabakowski, Clerk of Courts

Theresa L. Upton, Assistant Clerk

Commissioner Mary Jo Vasi, absent

Commissioner David J. Moore, absent

(also present: Shelley Marrero, Assistant Budget Director; Jerry Innes, Assistant Lorain County Prosecutor; Bob DeLuca, FirstMerit/EST; Mark Stewart, Lorain County Auditor; Dennis Yacobozzi, United American Capital Corporation); Paula Gorta, representing David Moore and James Cordes, County Administrator

Item #2 – Approval/Correction of Minutes:

Approve the minutes of the Investment Advisory Committee on October 29, 2001 as submitted. Mr. Talarek moved, seconded by Mr. Nabakowski. Ayes: All 

Motion carried.

Item #3 – Report of the Treasurer:

Mr. Talarek distributed copies of the 4th quarter (October, November and December) report for 2001 showing interest earned as follows in the general fund:

CD’s


$1,154,592.13

STAR OHIO

$1,955,168.00

CUSTODIAL/EST
$4,531,587.88



$7,641,348.01

He distributed to the Clerk the statements for the last three months.  Mr. Talarek said last year the County was at 6.45% with StarOhio, which is 1.96% now.  2001 was the second highest year for interest earned with 2000 being $7,834,000.00 not including the $112,370.72 earned for the County Engineer.

The PIB Account is as follows:


CUSTODIAL/EST
$             0.00

STAR


$    41,921.95



$    41,921.95

Item #4 – Report of the Investment Advisor:

Mr. Yacobozzi discussed the graph detailing the portfolio yield vs. market, showing the county at 4.5% on December 2001 and the federal funds with StarOhio around 2.00% at the end of December 2001.

Mr. Yacobozzi distributed the 4th quarter FY’01 Portfolio Report.
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Tab1 shows the itemized assets of Lorain County, with federal agency discount notes showing $73,372,397.45.  There has been a decline in the market but the county will never sell or lose money because of the fluctuation but could do a swap to gain in the next fiscal year.

Tab 2 shows investments of callables in the amount of $33,681,138.05 for the first quarter.

Mr. Yacabozzi said the yield spread is not there on paper because of the downtime of Ford Motor and GMAC credit but could in the future go with GE or American General Finance.

Tab 3 shows the interest history from October 1 – December 31, 2001 at $1,030,807.80.

Tab 4 shows a graphic illustration of where the county has money invested and the major portion is in federal agency callable being 68.85%.

Also the treasury yield curve increased December 31, 2001 to 4.30% from September 28, 2001 being 2.348%.

Shelley Marrero, Assistant Budget Director said in 1996, Commissioners received a note and bond proceeds in amount of $14,140,510.63 for the purpose of constructing the Amherst Sewer, the Jail addition, the Lorain Medina CBCF and the Juvenile Facility.  These funds for proper investment accounting the Treasurer deposited the bond and note proceeds in a separate custodial account, rather than co-mingling the proceeds in County’s general fund.

The process was to complete and submit monthly projected expenditure reports to the Treasurer and United American Capital Corporation.  When disbursements were made from the county’s general revenue account the Treasurer would disburse funds from the bond/note proceeds custodian account for reimbursement to the county’s general revenue account.  Investment Advisor reviewed the reports in order to ensure liquidity and to manage portfolio for maximum return and then Squire, Sanders and Dempsey reviewed the methodology regarding the “spend down” requirements under the Internal Revenue Code and concurred that the process was conducted properly in terms of compliance regarding exemption from arbitrage rebate.

Mrs. Marrero submitted these reports throughout the length of each project and its completion and all projects included in the exercise have been completed and there is no anticipation of future liabilities to participating vendors.

The final records reflect a net balance of $2,265.73 but as of January 31, 2002 the Treasurer has a remaining custodial investment balance of $971,576.42.  When researching the difference it has been reconciled the project transactions and activity in each file, it was noted that the Treasurer had periodic transactions occurring as a result of various investment transactions.  These transactions were executed by United American Capital Corporation that related to the investment and interest aspects of the custodial account.  These transactions were not vendor related and did not affect the project expenditure figures and therefore these transactions would have not been recorded showing a difference and concludes the difference in the account balances is attributable to the investment and interest activity.  Therefore, it is recommended that the balance of $971,576.42, plus accrued interest in the custodial account be transferred to the general revenue account of the county treasury and the custodial account be closed.

Discussion continued

Motion by Mr. Nabakowski, seconded by Mr. Talarek to request the Lorain County Board of Commissioners to transfer $971,576.42, plus accrued interest in the custodial account to the general revenue account of the county treasury and the custodial account be closed. Ayes: All.

Motion carried.

There was a discussion on the borrowing for the Justice Center.  The Committee said the County could take $20 million from the portfolio and still have funds available to invest.  Mr. Talarek has been estimating the moneys available for investing and said in 1999 it was $127 million; 1998 $124 million and 2001 was $136.4 million.
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Mr. Yacabozzi said if the county suffers higher unemployment rates there will continue to be fewer investments.

Tab 5 shows the residual balance of bond and note proceeds, with activity being minimal and no fee income is being charged.

Item #5 – Next Meeting:

Mrs. Blair stated that the next scheduled meeting date would be Monday, April 15, 2002 at 10:30 a.m., if there is a conflict, please notify the Clerk.

Item #6 – Further Business:

Mr. Talarek said the United American Capital Corporation contract expired December 31, 2001 and he would recommend this be renewed.

Mr. Stewart thanked Mr. Yacabozzi for all their efforts with the CAFR and GASB reports; it has been helpful.

Motion by Mr. Talarek, seconded by Mr. Nabakowski to recommend to the Commissioners to approve and enter into a renewal agreement with American United Capital Corporation for a two-year period, effective retroactive to January 1, 2001 expiring December 31, 2004 at $4,000.00 per month.

Motion carried.

Motion by Mr. Talarek, seconded by Mr. Nabakowski to appoint the following officers for the year 2002;

Betty Blair, Chair

Dan Talarek, Vice-Chair

Upon roll call the vote taken was: Ayes: All

Motion carried.

Item #7 – Adjournment:

With no further business, Mr. Talarek moved, seconded by Mrs. Blair to adjourn at 11:24 a.m. Ayes: all.

Motion carried.

