
INVESTMENT ADVISORY COMMITTEE MEETING
November 23, 2010  – 1:00 p.m.

Item #1 – Roll Call

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

Elizabeth C. Blair, Chair, Lorain County Commissioner

Daniel Talarek, Vice-Chair, Lorain County Treasurer

Lori Kokoski, Lorain County Commissioner 

Ted Kalo, Lorain County Commissioner

Ron Nabakowski, Lorain County Clerk of Courts

Theresa L. Upton, Clerk 
Also present:  Dennis Yacobozzi – United American Capital Corporation (UACC), Budget Director Lisa Hobart and Assistant County Prosecutor Jerry Innes 
Item #2 – Approval/Correction of Minutes

Motion by Ron Nabakowski, seconded by Ted Kalo to approve the minutes of July 27, 2010. 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 3rd (July-September) reports for fiscal year 2010, showing interest earned as follows in the General Fund.

CD’s



$      64,995.63
Star Ohio


$        6,800.73
Custodial Acct./E.S.T.

$ 1,394,139.31
Star J.C.P.


$           774.05
$  1,466,709.72
Mr. Talarek stated that the local banks are paying very small amounts of interest.   He made the following comparisons:   STAROHIO at approximately 12 – 14 basis points; PNC at 25 basis points and expected to decline; and an average of all other banks in the area are paying about 10 basis points.   To illustrate his point about declining rates over the years, the Treasurer noted that FY2007 generated about $8MM in income and this fiscal year, total income from all sources will only hit about $2.1MM.    Next year may only generate approximately $1.7 million.

On another topic, Treasurer Talarek attended the fall Treasurer’s Conference in Columbus and informed the IAC members that Lorain County’s portfolio was again used as an example during a course on accounting standards and implementing checks and balances. 

Commissioner Kokoski asked about doing something similar as the sewer note (in house) with National Bronze.    Treasurer Talarek said that Lorain County Port Authority obligations are rated BBB, and if there is a downgrade in the future, it becomes a non-investment grade obligation.    Such a downgrade means that the ability of the issuer to re-pay principal and interest has deteriorated further and, if such a default condition arises, as Treasurer he would be required to certify the default, contact the Prosecutor to pursue legal action and engage the State Auditor 
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regarding the default.    Furthermore, the Treasurer indicated that a problem investment within the portfolio may additionally affect the County’s credit rating.   Commissioner Kalo said that there would be a line of credit to back the repayment of the obligation.   Treasurer Talarek indicated that other County Treasurers who have done Port Authority deals actually became one of several participants in a reserve which would be used to back the entire issue and this deal is not the same.   The Treasurer also indicated that he would need the Prosecutor to sign off on such a deal.    Treasurer Talarek pointed out that the Franklin County Commissioners passed a resolution to authorized the CIC to provide funding, not the portfolio, for a similar deal.   The Treasurer simply indicated that this type of investment is not prudent as an investment of the County’s operating funds.
Item #3 – Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation (UACC), the County’s Investment Advisor, distributed the 3rd 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 also discussed the continuing steepness of the yield curve which helps to generate more income without overly extending the average maturity of the portfolio.   He also pointed out that the overall callable position has increased during the year in order to generate higher current income. Longer maturity non-callables have not been used since an overconcentration in this sector would extend the average maturity in the face of likely higher rates during 2011 and 2012.  
Item #5 – Meeting
Scheduled quarterly meetings, subject to change - Tuesday at 11 am

· 4th quarter (2010) – January 25, 2011

· 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

Commissioner Kalo asked if there was anymore information that would be useful to the Treasurer to purchase a Lorain County Port Authority issue to fund National Bronze.    Commissioner Kalo said that the National Bronze deal is very competitive and it took about 1 ½ 
years for this county to have them re-locate their expansion.    Mr. Talarek indicated that he would have no problem buying an obligation of Lorain County, which would, in effect, provide the funds for the County to directly loan the funds to the company.    Mr. Talarek indicated that he was not interested in buying a direct obligation of the Port Authority.
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Item #7 – Adjournment
With no further business, Betty Blair moved, seconded by Dan Talarek to adjourn the meeting at 2:00 p.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
