
           

AGENDA 
FINANCE COMMITTEE 

September 18, 2018  8:00 AM 
2ND FLOOR CONFERENCE ROOM 

 
 
I. Call to Order         R. Talbot 
 
II. Determination of Quorum       R. Talbot 
 
III. Public Comment Period       R. Talbot 
 
IV. Approval of Minutes of August 21, 2018 (Action)    R. Talbot 

       
V. Financial Reports (Action)       K. Harker 

a. Statements of Net Position – August 31, 2018 
b. Statement of Changes in Net Assets – August 2018 
c. Statement of Changes in Net Assets – YTD 
d. Active Grant Status Report – August 31, 2018 
e. Healthy West Orange Budget Report – YTD 

    
VI. Investment Portfolio Allocation & Performance (Action)    K. Harker  

a. Monthly Flash Report – August 2018 
b. Summary Investment Allocation & Performance Report  

 
VII.   Policy & Procedures Manual-Bank Statement Controls (Action)  K. Harker  

J. Murphy 
 
VIII.   Pre-Audit Meeting-Moore Stephens Lovelace, CPA’s    F. Halikman 
           T. Wilson 
 
IX.  Open Forum         R. Talbot 
 
X. Adjourn         R. Talbot 

  
 
 
 

Next Meeting October 16, 2018 
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FINANCE COMMITTEE MINUTES 

TUESDAY, August 21, 2018 
 

The West Orange Healthcare District Finance Committee met on Tuesday, August 21, 2018 in 
the 2nd Floor Conference Room of the Health Central Hospital.  Chair Rod Talbot called the 
meeting to order at 8am after a quorum was determined to be present.  Trustees Present:  Rod 
Talbot, Mark Griffith, Norma Sutton, Tim Keating and John Murphy. Trustee Absent:  Maryke 
Lee.  Staff Present: Executive Director Tracy Swanson and Chief Financial Officer Ken Harker. 
Guests Present:  Michael Mueller & Brittani Sullivan of Health Central and Brad Hess and Jon 
Breth of AndCo Consulting. 
 
R. Talbot noted that since there were no members of the public in attendance, there would be 
no public comment period. 
 
APPROVAL OF PRIOR MINUTES 
 
Action:  Upon a motion made and seconded, the minutes of the July 17, 2018 meeting were 
unanimously approved.  
 
FINANCIAL REPORTS FOR JULY 
 
Chair R. Talbot called upon K. Harker to present the financial reports.  K. Harker responded that 
the financial statements are as of July 31, 2018 and for the ten months of the fiscal year then 
ended.  Total assets were $156.6 million vs. $172.3 million a year earlier.  He noted that the 
money market account at Seacoast Bank was at $33.9 million earning 1.75%.  He added that 
projections suggest that this account would be exhausted in the next 6 to 8 months and we 
would then begin to liquidate some of the long-term portfolio.  The investment portfolio will be 
reviewed by J. Breth in more detail later in the meeting.  K. Harker then called attention to the 
fixed asset balance of $661.4 thousand, which is primarily composed of the E. Plant Street 
property.  The balance is up about $183 thousand from one year ago because we are 
capitalizing legal fees plus the design work on the building by Baker Barrios.  
 
Non-construction/conditional grants payable at July 31 were at $724 thousand to the six 
organizations named.  The nine construction grants awarded for future funding total $59.4 
million.  Self-insurance reserves are for medical malpractice and were at $304 thousand, which 
we believe is more than adequate. 
 
K. Harker then called attention to changes in net assets for the month, pointing out that 
investment revenues were at very good at almost $2.5 million, adding that J. Breth would cover 
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this area next.  Expense classifications are all near or under-budget for the month, so no 
comment is needed.  Because of excellent investment income and grant activity well below the 
budget, revenues exceeded expenditures by over $2 million for the month.   
 
Moving to the fiscal year-to-date, K. Harker pointed out that investment income was at $6.2 
million.  All expense classifications are under-budget for the 10 months. Bottom line for the 
year to date is negative at $15.8 million, which is well below the budgeted deficit of $30.5 
million, primarily due to lesser grant activity than planned.     
 
K. Harker directed attention to the Active Grant Status report for July and the fiscal year to 
date.  It reflects total active grants awards of $120.7 million with unpaid balances of $60.1 
million at month end.  Grant activity for the month was a very modest $288 thousand primarily 
because there was no disbursement on the large construction grants to Health Central.  
However, significant disbursements on them have already been made in August or are currently 
being processed for payment.  
 
K. Harker then moved to the report for the Healthy West Orange Initiative for the fiscal year to 
July 31ST.  He noted that the budget for the year is $520,000 of which $240.4 thousand had 
been expended.  He added that he is sure that Tracy, Lesa appreciates the support and 
participation you all provide to the HWO effort. 
 
K. Harker then concluded his report.  Chair R. Talbot asked for questions, comments or a 
motion.    
 
Action: Upon a motion made and seconded, the financial report on July 2018 was 
unanimously approved. 
 
INVESTMENT PORTFOLIO ALLOCATION & PERFORMANCE  
 
Chair R. Talbot called upon J. Breth of AndCo Consulting to present reports on the investment 
portfolio.  J. Breth began with an in-depth review of the portfolio’s allocation and performance 
and the market factors affecting it for the quarter ended June 30, 2018.  He noted that two 
current allocations were outside their new target ranges recently adjusted by the Committee.  
International equities are slightly below target and domestic fixed income is above target.  He 
added that he would suggest corrective actions later in his presentation.   For the quarter, the 
total portfolio earned .77% and for the fiscal year to date, is up 2.70%.   J. Breth noted that it 
was a challenging quarter for fixed income investments and for international equities but very 
good for domestic equities, led by the FANG stocks. He then commented on the performance of 
each of the various managers, comparing them to assigned benchmarks.  His conclusion was 
that all managers appear to be dealing with a volatile and turbulent market acceptably and are 
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investing within their assigned asset classes.  However, he noted that Westwood Income 
Opportunity Fund’s CIO has recently announced his retirement from the firm.  Until a successor 
is named, he recommends that the firm be placed in the manager watch-list. 
 
Action:  Upon a motion made and seconded, the Committee unanimously approved placing 
Westwood Income Opportunity Fund on a watch-list pending the identification of a successor 
to the retiring CIO.    
 
J. Breth then moved to the monthly flash report for July.  Financial markets continued to be 
turbulent.  For the month, the portfolio had a 1.83% return and for the fiscal year to date 
experienced a good return at 4.57%.  The equities allocation was especially good, returning 
3.37% and 11.76% for the month and fiscal year to date, respectively.  The fixed income 
allocation was not as good returning .50% and -27%, respectively. He once again commented 
on the performance of the several managers during the month compared to their assigned 
benchmarks, noting that each has performed acceptably in the current market.  
 
It was then suggested that the investment performance report by J. Breth be accepted before 
moving to a new topic. 
 
Action: Upon a motion made and seconded, the AndCo Consultants report on investment 
performance and allocation for the quarter ended June 30, 2018 and for the month of July 
was unanimously approved. 
 
J. Breth then moved back to the current investment asset allocation and suggested that the 
Committee consider the implementation of one of two possible alternatives to bring the 
portfolio allocations in to conformity to policy.  One would be a two-step process that begins 
with a “half re-balance”; the other a one-step full re-balance.  Following discussion of the 
possible merits of each, it was the conclusion of the Committee that the full re-balance option 
was preferable.  J. Breth then suggested a re-allocation process to accomplish the re-balance 
for Committee consideration as follows: 
 
 Withdrawals:  Dodge & Cox Income Fund    $5.75 million   
   Sterling US Core         5.25 million   
 
 Additions: Harding Loevner International   $2.75 million 
   Lazard International Strategic      3.25 million 
   Blackrock Multi-Asset Income     5.00 million 
 
Action: Upon a motion made and seconded, the investment re-allocation as suggested by 
Investment Consultant J. Breth was unanimously approved. 
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CAPITAL BUDGET-FISCAL 2018-19 
 
Chair R. Talbot called upon T. Swanson to present a capital budget for next year.  T. Swanson 
explained that the budget is for the construction & equipping of the office building planned for 
the E. Plant Street property.  The budget being proposed totals $6.5 million.  Plans for the 
project continue to evolve and a contract for construction is being negotiated but has not been 
signed.  So, this is an initial budget that may be changed over time. Efforts are being directed to 
challenging initial cost estimates, design and materials selection to keep costs at or below 
current estimates.  T. Keating and T. Swanson then lead discussion of various aspects of the 
project.  Following discussion, R. Talbot asked if there was a motion? 
 
Action:  Upon a motion made and seconded, an initial capital budget for construction and 
equipping the E. Plant Street office building totaling $6,493,061 was unanimously approved. 
 
FORM OF DIRECTION-AUTHORIZED SIGNERS-US BANK      
 
K. Harker informed the Committee that we have become aware that the US Bank authorized 
signatures document requires only one signature while District policy requires two.  To conform 
District instructions to US Bank with internal policy (which is the Executive Director plus any one 
of several named trustees, or any two of the named trustees), US Bank requires an updated 
authorized signature form.  The Committee was asked to approve for recommendation to the 
Board of Trustees that any two of Tracy Swanson, Mark Griffith or Rod Talbot be authorized to 
approve transaction directions to US Bank. 
 
Action: Upon a motion made and seconded, the Form of Direction for US Bank authorizing 
any two of Tracy Swanson, Mark Griffith or Rodney Talbot as authorized signers is 
recommended to the Board of Trustees for approval. 
 
OPEN FORUM 
 
R. Talbot asked if there were other business to come before the Committee.  T. Swanson, as 
required by the Policy & Procedures Manual requested the Committee’s approval for two items 
that exceed her authority level.  The items were for $10,500 for a 3-month billboard buy 
strategy and placement with Clear Channel and up to $7,500 for consultant services in support 
of the Board retreat preparation and facilitation. 
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Action:  Motions were made, seconded and unanimously approved authorizing T. Swanson to 
commit the District to spend $10,500 for a 3-month billboard buy strategy and placement 
with Clear Channel and up to $7,500 for consultant services in support of the Board retreat 
preparation and facilitation.  
 
ADJOURN 
 
There being no further business to come before the Committee, the meeting was adjourned at 
9:32am. 
 
       ________________________________ 
        Rodney Talbot, Chair 
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