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Agenda Item B1

Finance Committee

January 26, 2007

MINUTES OF THE 

ACCEL FINANCE COMMITTEE MEETING

TUESDAY, APRIL 11, 2006

10:00 A.M.

MEMBERS PRESENT

Charlotte Dunn, City of Visalia

Sandra Blanch, City of Palo Alto

Sherrell Freeman, City of Monterey

GUESTS AND CONSULTANTS

Janelle Aldea, Driver Alliant Insurance Services

Mike Simmons, Driver Alliant Insurance Services

Ned Connolly, Chandler Asset Management

Ted Piorkowski, Chandler Asset Management

Tom Vance, City of Anaheim

A.
     CALL TO ORDER 

Tom Vance called the meeting to order at 10:06 a.m.

B.      
FINANCE COMMITTEE

B1.
     Portfolio Management Strategy Recommendations

Ted Piorkowski discussed the following recommendations:

Chandler Asset Management’s investment management team recommends a conservative investment strategy that will be safe, provide sufficient liquidity for known and anticipated claims payments and offer a very good opportunity for the long-term growth of the ACCEL’s assets.  Chandler recommends managing ACCEL’s portfolio consistent with the strategies and objectives of our 1-5 Year Fixed Income style.  

Our 1-5 Year Fixed Income style uses as its market benchmark the Merrill Lynch 1-5 Year Government Index.  Our portfolio management objective for ACCEL would be to structure a similar risk profile in your portfolio to that of the Index.  This objective is consistent with our investment philosophy that portfolio management is risk management.  The greatest risk in a conservative fixed-income portfolio is market risk.  By targeting the duration in ACCEL’s portfolio to that of the Merrill Lynch 1-5 Year Government Index, Chandler can properly manage the market risk in the portfolio while providing safety, liquidity and long-term growth.

The current duration of our 1-5 Year style is approximately 2.3 years, well within the maximum weighted average maturity limitations of ACCEL’s Policy.  Chandler would achieve the duration of your benchmark by having maturities in your portfolio of less than a year out to a maximum maturity of five years, again in compliance with ACCEL’s Policy.  The securities Chandler would purchase for your portfolio would all have excellent liquidity.  

Considering the reasonably predictable number and dollar value of ACCEL’s annual claims payouts and the long lead time from when a claim is filed to actual payout, our 1-5 Year style would offer you an excellent balance of providing very good asset growth potential while maintaining appropriate levels of liquidity.  Essentially 20% of the portfolio would have a maturity of less than year at any given time.  The portfolio could be structured with maturities in quarters where there are projected claims payments and then the balance of the portfolio invested in maturities that would attain the targeted duration of your benchmark.  

With respect to callable securities, Chandler would invest in a limited number of callable securities, if any, at any point in time.  Since Chandler would manage the market risk in your portfolio by targeting the duration, the imprecise duration of callable securities because of their embedded options make the targeting of duration in your portfolio less precise.

In summary, Chandler recommends our 1-5 Year Fixed Income style for ACCEL’s portfolio because it is a conservative style that offers excellent safety, liquidity and potential for long-term growth.  It will achieve your objectives and the basic premise of investment philosophy as stated in your Investment Policy at the same time it provides the funds needed for your payouts.  

The transition from City of Monterey to Chandler would require documents and resolutions which the Program Administrators will assist the Finance Committee with.  Documents would also need to reflect two signatures for check signing authority (revising the Bylaws and possibly the Finance Plan).

A motion was made to make these recommendations to the Board at their next meeting.

MOTION:
       Sandra Blanch       

SECOND:      
Charlotte Dunn 
       MOTION CARRIED
B2.
       Investment Policy Review

Chandler will assist with any changes they recommend and will present at the April Board meeting.

B3.       
Brown Armstrong Engagement Letter

There was no discussion on this item.

B4.
       ACCEL Treasurer Position

Sherrell Freeman is pleased to accept this position if nominated and elected.

B5.
       Other Items of Interest to the Finance Committee

There were no items discussed.

C.      PUBLIC COMMENTS
There were no public comments.

D.      ADJOURNMENT

A motion was made to adjourn the meeting at 11:08 a.m.

MOTION:
       Sandra Blanch       

SECOND:      
Charlotte Dunn 
       MOTION CARRIED
Charlotte Dunn 
MOTION CARRIED
