INVESTMENT ADVISORY COMMITTEE MEETING
April 22, 2014 – 11:07 a.m.

Item #1 – Roll Call

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

Daniel J. Talarek, Chair, Lorain County Treasurer

Ted Kalo, Vice-Chair, Lorain County Commissioner

Lori Kokoski, Lorain County Commissioner
Tom Williams, Lorain County Commissioner
Ron Nabakowski, Lorain County Clerk of Courts, absent
Theresa L. Upton, Clerk 
Also present:  Kevin Klingel, United American Capital Corporation (UACC), Budget Director Lisa Hobart, Assistant County Prosecutor Chris Pyanowski, Auditor Craig Snodgrass and Barry Hobony, Auditors Office

Item #2 – Approval/Correction of Minutes

Motion by Ted Kalo, seconded by Tom Williams to approve the minutes of October 22, 2013 as submitted.  Upon roll call the vote taken thereon resulted as:  Ayes: All.  Motion carried.
There was no meeting on January 28, 2014, building was closed due to bad weather.

Item #3 – Report of the Treasurer

Mr. Talarek distributed copies of the 2013 - 4th quarter (October – December) and 2014 - 1st quarter (January – April) reports, showing interest earned as follows in the General Fund.





4th quarter – 2013

1st quarter - 2014
CD’s



$      70,928.18


$        14,486.26
Star Ohio


$           791.40


$             104.80
Custodial Acct/US Bank
$    945,167.24


$      173,142.54
Star J.C.P.


$           410.56


$                  7.08
$ 1,017,297.38


$       187,740.68
Mr. Talarek indicated that the investment income for 2013 was estimated at $1 million and county actually made $ 1,017,297.38, with an 11.9% less than 2012.  

This year the guesstimate is $1 million, could be $1.1 million but this quarter is down 5.2% from last year’s same quarter.

The County has no cds, no money market; interest is only at .20 and .25 with all federal agency paper 

Item #4 – Report of the Investment Advisor


Kevin Klingel of United American Capital Corporation (UACC), the County’s Investment Advisor, distributed the 4th quarter FY13 and 1st quarter FY14 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. Klingel 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.
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Mr. Klingel reviewed the quarter by quarter portfolio analysis, and noted that municipal bond holdings are now being reported in a separate section of the quarterly investment portfolio report.  The segregation of the County’s municipal bond investments provides a more accurate analysis of the Lorain County investment portfolio, by illustrating maturities beyond five years, corresponding yields, and the impact upon total invested funds. 
Mr. Klingel also discussed recent Federal Reserve action, beginning with the Fed’s decision in December to reduce monthly bond purchases from $85 to $75 billion.  This reduction of stimulus resulted in higher rates to end the year, led by longer maturities.  At the same time, the Fed also indicated that the federal funds target range would likely remain zero to 25 basis points well past the time that the unemployment rate falls below 6.5%.  Based on this outlook from the Fed regarding fiscal policy, the Treasury yield curve, including the 2-year to 5-year maturity sector, continued to steepen.
During the first quarter of 2014, the Federal Reserve voted to reduce asset purchases by another $10 billion/month at both the January and March FOMC meetings, leading most analysts to predict that the Fed will end its asset purchase program by year-end.  Additionally, in the press conference following the March meeting, Fed Chair Janet Yellen stated that the central bank may increase the federal funds rate “around six months” after the asset purchase program ends.  With many investors predicting no increase in rates before 2016, this statement sent 2-year to 5-year Treasury prices considerably lower, as investors reassessed the timetable for the first rate hike.  As a result, 5-year yields were nearly unchanged for the quarter, while 2-3 year yields moved higher in anticipation of the first Fed rate hike.  

Finally, Mr. Klingel indicated that the County’s will continue to buy 2-3 year assets to take advantage of the steep yield curve and will maintain the current average portfolio maturity of 2 ¼ to 2 ½ years.
Item #5 – Meeting

Scheduled quarterly meetings, subject to change - Tuesday at 11 am

· 2nd quarter (2014) – July 22, 2014

· 3rd quarter (2014) – October 28, 2014

· 4th quarter (2015) -  January 27, 2015

Item #6 – Further Business 

Auditor Snodgrass thanked Dennis & Kevin, UACC for their reporting to GASB and annual financial statement.  He stated that Mr. Hobony is here today because he use to be with State auditor’s office and going through the financial statements and there have been some manuscript purchased but this needs to be accounted for the manuscript debt.

In December 2012 there was $5.28 million purchase and then in 2013 $5.1 million and this debt need to be assigned to funds.


Discussion continued and the following resolution was adopted:
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RESOLUTION NO. IAC-14-001

In the matter of assigning Lorain County’s)

Debt purchase of $5.28 million to general )
April 22, 2014

fund and $5.1 million to 911 fund
       )

WHEREAS, Lorain County purchased manual script debt to incur interest for county projects; and

WHEREAS, for accounting purchases this debt has to be assigned.

NOW, THEREFORE BE IT RESOLVED, we hereby assign Lorain County’s debt purchase of $5.28 million to general fund and $5.1 million to 911 fund.


Motion by Ted Kalo, seconded by Tom Williams to adopt Resolution. Upon roll call the vote taken thereon resulted as: Ayes: All, 


Motion carried.



___________________(discussion was held on the above)

Item #8 – Adjournment
With no further business, Lori Kokoski moved, seconded by Ted Kalo to adjourn the meeting at 11:40 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
