Adopted Motion #12796:  Response to Recommendations of Investment Pool Advisory Panel

--Action Plan & Progress Report--
August 28, 2008


	Issue Area
	Expected Actions (per Motion)
	Responsible Party (per Motion)
	Due Dates (per Motion)
	Progress Report

	Out-source Management
	· Examine panel’s recommendation to outsource management of pool; develop options for outsourcing to extent deemed appropriate and consistent with state law; and advise council of any changes necessary to state law.
	Inter-Branch Work Group*
	Report findings to council by 9-1-08*
	In progress.   Inter-Branch Work Group used a competitive process to select Main Street Capital Advisors as its consultant.  The consultant has completed drafts of the first two deliverables of the scope of work which address advantages and disadvantages of various types of pools and infrastructure recommendations.  The infrastructure deliverable explores the issue of out-sourcing pool management.  The Inter-Branch Work Group is reviewing deliverables. 

	
	
	
	
	

	Governance
	· Immediately develop plan for including advisory representation on the EFC from non-county participants.

	EFC
	Implement plan by 10-1-08
	In progress.  Draft plan will be presented to EFC at August 28th meeting.

	
	· Receive briefings, at least quarterly, from financial consultant regarding policies, practices and portfolio holdings.
	Inter-Branch Work Group
(EFC is also responsible party)

	At least quarterly
	Fully Completed.  PFM has been asked to conduct a comprehensive review of the portfolio on a three-month cycle, with more frequent reports as needed to address changing market conditions.  The first comprehensive review was completed in April, followed by an interim report in mid-July, followed by a second comprehensive review as of July 31st.  Results are posted on the county’s web site.  In all reviews to date, PFM states that with exception of four impaired investments, the county’s pool is financially sound.  The July 31st review will be handed out at the August 28th EFC meeting.  

	
	· Advise on longer term modifications to governance structure of EFC, including panel’s proposal for independent board of county and non-county representatives and three appointed investment professionals.
	Inter-Branch Work Group

	Report findings to council by 9-1-08*
	In progress.  New consultant to be hired by Inter-Branch Work Group will be providing their perspectives on optional governance structures.

	
	· Review options for changing limitations in state law regarding types of fixed income investments that may be held by the pool.
	Inter-Branch Work Group

	Report findings to council by 9-1-08*
	In progress.  New consultant to be hired by Inter-Branch Work Group will be making recommendations.

	
	
	
	
	

	Goals and Metrics
	· Provide report on pool’s goals and metrics, including an examination of whether pool should be constant or variable NAV and whether in-house staffing would only be appropriate if the pool is a short-term, constant NAV fund.  The report should rely on an outside financial consultant for expert advice.
	Inter-Branch Work Group

	Submit report to EFC, the council and executive by 9-1-08* 
Implement new goals and metrics by 11-1-08.
	In progress.  This is part of the first and second deliverables in the scope of work for Main Street Capital Advisors.

	
	
	
	
	

	Infrastructure
	· Develop options for enhancing infrastructure (technology, staffing, and internal procedures), including the feasibility of using an external fund manager to address critical infrastructure needs.
	Inter-Branch Work Group

	Present options in a report to council by 9-1-08*

	In progress.  Main Street Capital Advisors will address this topic.  In addition, prior to hiring Main Street, PFM provided a brief memo describing service level scenarios and related costs for out-sourcing certain pool services.  This memo was distributed to Inter-Branch Work Group as additional background information.  Note that infrastructure needs are heavily dependent on goals selected for the pool.

	
	· Review need and scope of annual audit conducted by an auditor with expertise in fixed income securities and practices.
	Inter-Branch Work Group

	Present in report to council by 9-1-08*
	In progress.  New consultant hired by Inter-Branch Work Group will provide perspectives and advice.

	
	· Review panel recommendation to consolidate assets with a single custodian bank.
	FBOD Director

	Present report to EFC by 10-1-08
	In progress.  Finance staff have discussed with PFM and PFM has prepared briefing memo.  Finance staff are reviewing and will be ready to present options and recommendations to EFC at Sept 25th meeting.

	
	· Review accounting practices of the pool.
	FBOD Director
	Present report to EFC by 8-1-08
	In progress.  Finance have initiated an internal review based on the panel’s recommendations but urgent work on restructuring auctions has delayed this work product.  Also, some accounting practices are ultimately influenced by type of investment pool which has not yet been determined.  

PFM has prepared a briefing memo on best practice accounting methods and their recommendations.  Finance staff are reviewing and plan to deliver a report to the EFC on Sept 25th at the same time as the briefing on custodian bank services.  This work product will be viewed as a tentative recommendation, pending decisions about the future goals and direction of the pool.  

	
	· Review and update investment policies to reflect current practices and polices in relevant areas.
	EFC
	EFC completes review by 11-1-08.
	In progress.  Finance staff have started to identify policies that must be updated.  PFM is also reviewing and will provide preliminary report to Finance on Sept 18th, with a draft product reviewed at the EFC meeting on Sept 25th. Final work products of most urgently needed updates or new policies will be ready for EFC adoption at October 23rd meeting.

	
	
	
	
	

	External relations
	· Inform all pool members of date, time, place, and agenda for EFC meetings five business days before each meeting.
	FBOD Director
	Monthly
	Partially completed.  Finance staff will do its best to meet this commitment, with the understanding that urgent demands related to the restructuring of the impaired investments may occasionally affect timing of distribution during the second half of 2008.

	
	· Plan and conduct annual meeting of pool members to discuss pool performance and policies, as well as investment strategy for coming year.
	FBOD Director
	Annual
	In progress.  Finance is planning this first annual meeting for either November or early December 2008.  Meeting date and locations are being researched with announcement to pool members in September.

	
	· Develop and distribute improved monthly report.
	FBOD Director
	Monthly
	Partially completed.  The monthly report for May, June and July 2008 included additional information about impaired investments and showed NAV of impaired investments separate from NAV of the performing assets.  Continued improvements will be made to monthly report based on feedback of pool members and EFC.  PFM has agreed to provide sample reports issued by pools they advise or manage. Progress will be reported to EFC members at regular monthly meetings.

	
	· Enhance current web site, including general information about the pool, investment policies, and monthly reports.
	FBOD Director
	Monthly
	Partially Completed.  Additional information about investments has been added to Treasury web site, including monthly pool reports.  EFC will receive updates at regular monthly meetings.

	
	· Review the investment pool fee structure.
	EFC
	Update council by 7-15-08
	Partially Completed.  EFC met on June 26th and adopted an interim 20 percent reduction to fees from 15 to 12 basis points, contingent on signing amended pool agreements which make the reduction effective July 1, 2008.  This is considered an interim approach pending upcoming discussion and reports on panel’s recommendations, which could impact future fee structure.

	
	
	
	
	

	Impaired Investments
	· Obtain services of qualified investment manager to advise on the impaired investments.
	EFC
	Immediate
	Fully Completed.  Finance entered into a contract with Cairn Capital in March 2008 for reviewing impaired portfolios, establishing pricing levels and evaluating restructuring options.  Cairn Capital is a recognized expert in asset-back securities.  In addition, PFM was hired in September 2007 and completed a general assessment on commercial paper and separate reports on the quality of each impaired investment.  PFM also created financial models to help the County compare and contrast restructuring options.  
The information and financial models from both consultants were used by the EFC to weigh the economics and risks of each option for the recently completed Cheyne (July 17) and Rhinebridge (July 31) restructurings.  This same analysis will be completed for restructurings involving Mainsail and Victoria later this year.

	
	· Immediately consider the issue of bifurcating the pool, thereby separating impaired investment from the performing investments.
	EFC
	Immediate
	Partially completed.  At the June 26th meeting, the EFC approved a motion to bifurcate the pool effective September 1, 2008.  This effective date was selected based on the feedback from outside pool members who needed time to inform their respective officials/boards.  On August 28th, the EFC plans to adopt and a technical amendment to the impaired investment policy that will support pool bifurcation.

	
	
	
	
	

	Performance Audit
	· Conduct a performance audit of cash management and investment functions to ensure the two functions are working efficiently together.
	County Auditor
	To be determined.
	

	
	
	
	
	

	Business Review
	· Conduct a business review of investment pool functions once every three years. 
	EFC
	Three year cycle
	

	
	
	
	
	

	Quarterly Reports
	· Report on specific steps taken and progress made on the recommendations in the motion.
	FBOD Director
	Quarterly
	In progress.  Finance plans to complete the first quarterly report by the first week of October 2008.  The format for the quarterly report will be this document and a cover letter.


* All work products of Inter-Branch Work Group are dependent on consultant deliverables; due dates may shift by a few weeks, but goal remains to complete all tasks for a report to the council by October 2008.
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