
           

 
 
AGENDA 

FINANCE COMMITTEE 
December 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 November 20, 2018 (Action)   R. Talbot 

       
V. Financial Reports (Action)       K. Harker 

a. Statements of Net Position – November 30, 2018 
b. Statement of Changes in Net Assets – November 2018 
c. Statement of Changes in Net Assets – YTD 
d. Active Grant Status Report – November 30, 2018 
e. Healthy West Orange Budget Report – YTD 

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

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

           
VII.  Open Forum          R. Talbot 
  
VIII. Adjourn         R. Talbot 

  
 
 
 

Next Meeting January 15, 2019 
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FINANCE COMMITTEE MINUTES 
TUESDAY, NOVEMBER 20, 2018 

 
The West Orange Healthcare District Finance Committee met on Tuesday, November 20, 2018 
in the 2nd Floor Conference Room of the Health Central Hospital.  Chair Rod Talbot called the 
meeting to order at 8:05am after a quorum was determined to be present.  Trustees Present:  
Rod Talbot, Mark Griffith, Tim Keating, Maryke Lee and John Murphy. Trustees Absent:  Jaclyn 
Whiddon and Jeff Sedloff.  Staff Present: Executive Director Tracy Swanson and Chief Financial 
Officer Ken Harker. Guests Present: Brittani Sullivan of Health Central and Jon Breth of AndCo 
Consulting (by telephone). 
 
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 October 16, 2018 meeting 
were unanimously approved.  
 
INVESTMENT PORTFOLIO ALLOCATION & PERFORMANCE  
 
Chair R. Talbot called upon J. Breth of AndCo Consulting, who was present by telephone, 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 
September 30, 2018.  He noted that one current allocation, domestic equities, was outside its 
target range recently adjusted by the Committee.   He added that he would suggest corrective 
actions later in his presentation.   For the quarter, the total portfolio earned 3.16% and for the 
fiscal year to date, is up 5.94%.   J. Breth noted that it was a marginal quarter for fixed income 
investments and for international equities but very good for domestic equities. 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 investing within their assigned asset classes.  However, he 
reminded the Committee that the Westwood Income Opportunity Fund’s chief investment 
officer has recently announced his retirement from the firm and J. Breth will recommend a 
reallocation of the funds invested with Westwood later in the meeting.   
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J. Breth then moved to the monthly flash report for October.  Financial markets continued to be 
turbulent and the month was not a good one for the total portfolio which had a negative return 
of 5.00% for the month and for the fiscal year to date.  All allocations experienced negative 
returns for the month with the equities allocation leading the way, being down by over 8%. 
The fixed income allocation lost 1%.  Overall, the portfolio value was down by over $6 million 
for the month. 
 
Action: Upon a motion made and seconded, the AndCo Consultants report on investment 
performance and allocation for the quarter ended September 30, 2018 and for the month of 
October was unanimously approved. 
 
J. Breth then moved back to the current investment asset allocation and suggested that the 
Committee consider the implementation of a plan to bring the portfolio allocations in to 
conformity to policy and to re-allocate the investment in Westwood Income Opportunity Fund.     
J. Breth reminded the Committee that Westwood had been placed on the watch list due to the 
retirement of its long-time, successful manager and that AndCo has concerns about the 
experience level of his successor.  He then presented a Global Tactical Asset Allocation Manager 
Analysis that compared the styles and performance measures of Westwood, JP Morgan Income 
Builder and Black Rock Multi Asset Income funds.  By reference to a Re-balance Schedule that 
was provided to the Committee he summarized his recommendations as follows.  To address 
the concerns about management at Westwood and to bring the portfolio allocation into 
conformity with investment policy, the investment in the Vanguard Stock Index fund will be 
reduced by $5.5 million.  Then, the $5.5 million reduction in domestic equities plus $3,274,894 
from the Westwood Fund will be invested in the JP Morgan Income Builder fund in the amount 
of $6,024,894 and $2,750,000 will be added to the Black Rock Multi Asset Income Fund.   
 
Action: Upon a motion made and seconded, the investment re-allocations as suggested by 
Investment Consultant J. Breth were unanimously approved. 
 
FINANCIAL REPORTS FOR OCTOBER 
 
Chair R. Talbot called upon K. Harker to present the financial reports.  K. Harker responded that 
the financial statements are as of October 31, 2018, that being the first month of the new fiscal 
year.  Total assets were $148.3 million vs. $172.8 million a year earlier.  He noted that the 
money market account at Seacoast Bank was at $29.9 million and was earning 2.1%.  He added 
that projections suggest that this account would be exhausted in the next 3 months and we 
would then begin to liquidate some of the long-term portfolio.  The investment portfolio has 
already been reported on by J. Breth.  K. Harker then called attention to the fixed asset balance 
of $704 thousand, which is primarily composed of the E. Plant Street property.  The balance is 
up about $206 thousand from one year ago because we are capitalizing legal fees, design work 
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on the building by Baker Barrios and planning work by the contractor.  J. Murphy suggested that 
in the future, the building construction in progress be broken out from other fixed assets 
amounts.  K. Harker responded that this would be done in future reports.   
 
Non-construction/conditional grants payable at October 31 were at $1.128 million to the 
eleven organizations shown on the grants report.  The eight construction grants awarded for 
future funding total $56.1 million.  K. Harker commented that he expects that the auditors will 
suggest that to the extent that work has progressed in advance of payments on construction 
grants, some of the restricted net asset balances will be shown as a current liability.  J. Murphy 
commented that he prefers that no liability be recognized until all review and approvals of 
construction progress payment requests were completed by the District.  K. Harker will discuss 
this matter with the auditors as their work progresses.  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 negative by over $6 million as commented on by J. Breth earlier in 
the meeting.  Better news is that expense classifications are all near or under-budget for the 
month.    
 
K. Harker directed attention to the Active Grant Status report for October. It reflects total active 
grants awards of $81.4 million with unpaid balances of $57.2 million at month end.  Grant 
payments for the month were a very modest $217.7 thousand primarily because there was no 
disbursement on the large construction grants to Health Central.  However, significant 
disbursements on them are currently being processed for payment.  
 
K. Harker then moved to the report for the Healthy West Orange Initiative for the month of 
October.  He noted that the budget for the year is $725,000 of which $21.6 thousand had been 
expended.  He also observed that under the direction of CEO Swanson and Manager Lesa 
Boettcher, the District has been very active in community out-reach in promoting the HWO 
initiative with good results. 
 
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 for October 2018 was 
unanimously approved. 
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CASH FLOW PROJECTION 
 
Chair R, Talbot called upon K. Harker to comment on the cash flow projection that had been 
provided to the Committee.  K. Harker pointed out that the projection is, in essence, a 
combined projection to include both the WOHD and HWO, Inc.  for the current fiscal year. So, it 
simply presents a projection of where the two will be at fiscal year-end based upon the 
approved budget for the District.  The purpose of providing it is to assist the Committee and the 
Board to assess the long-term future of the District and the impact of future grant approvals.    
 
OPEN FORUM 
 
R. Talbot asked if there was other business to come before the Committee.  T. Keating asked 
that T. Swanson review existing grant making guidelines and develop a policy regarding grantee 
requests for extensions and/or changes to executed grant agreements.  T. Swanson confirmed 
that she would follow through in developing a policy for the CHBC and Governance Committees 
to review, as well as K. Harker will remove the Y’s Healthy Weight and Your Child from the 
restricted funds.  T. Swanson also suggested that the November schedule will reflect 
the $100,000 grant approved at the Board Retreat in October for HWO, Inc. 
 
K. Harker reported during the last Board meeting it was noted that the Seacoast Bank signature 
authorization resolution only called for one signature, whereas the District policy is for two 
signatures.  Trustees asked that staff contact the bank to request that the resolution require 
two signatures consistent with District policy.  Accordingly, staff has contacted Julie Kleffel, a 
bank executive vice president.  The bank’s response was that they will add special instruction to 
each of the District’s accounts to alert tellers regarding the District’s policy.  They add, however, 
that since their proof work is scanned electronically, they cannot guarantee that a check will be 
returned if it does not include two signatures as the only items that are reviewed by an 
individual are large checks over $5,000.  The Committee was satisfied with the bank’s response.       
 
ADJOURN 
 
There being no further business to come before the Committee, the meeting was adjourned at 
9:40am. 
 
       ________________________________ 
           Rodney Talbot, Committee Chair 
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