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CASH MANAGEMENT AND INVESTMENT OVERSIGHT COMMISSION

September 19, 2014
Regular Meeting

Minutes
The eighty-sixth meeting of the Cash Management and Investment Oversight Commission (CMIOC), a Regular Meeting, was held September 19, 2014, 10:00 a.m., in Room 419-A, State Capitol Building.

Roll Call:

Members Present:
Ms. Lynne Bajema, (Chair) State Comptroller, OMES
Mr. Irving Faught, Administrator, Oklahoma Securities Commission



Mr. Thom McGuire, CPA (Ardmore, OK)

Members Absent:
Ms. Rhonda Bruno, Designee for Mick Thompson, Oklahoma Banking Dept.

Mr. Brian Gabbard, Chairman & CEO, Gabbard and Company


Others Attending:


Ms. Lyn Martin-Diehe, Attorney General

Ms. Stephanie Langs, OMES
Ms. Lisa Murray, Chief Investment Officer, OST


Ms. Susan Nicewander, OST



Mr. Craig Sanger, OST

Item 1

Chair Bajema called the meeting to order and declared a quorum present. 
Item 2

Mr. McGuire moved to approve the minutes of the June 20, 2014 meeting.  Mr. Faught moved to second and the motion passed with McGuire, Faught and Bajema voting yes. 
Item 3

Chair Bajema confirmed that the reports were received from the State Treasurer’s office and that a meeting of the Executive Review Committee was not necessary this quarter.
Item 4
Susan Nicewander, Chief Deputy Treasurer, provided updates from the last quarter.  She reported that Treasurer Miller a member of the NAST foundation was elected to the position of Secretary/Treasurer of the National Association of State Treasurers and has accepted the task of reinstating the National Institute for Public Finance annual training program that is held in combination with the Kellogg School at Northwestern.  She stated that the previous program had gotten stale but that State Treasurers are enthusiastic about getting this reestablished.
The pay for performance program was quite successful according to the economic report.  The program had clearly defined measurable goals and objectives at a group and individual level where there were obtainable levels for the program established.  The treasury returned over $30M dollars.  Paid out almost $68K in pay for performance incentives but didn’t pay for any over time which the previous year was $44K.
The agency is in the midst of audits and just completed the final edge audit, the TSET audit has to be presented to the state by September 30. The agency audit financial statements must be submitted by September 30.  Development of the budget for 2016 and any requests must be put in by October 1.

Lisa Murray, Chief Investment Officer for the State Treasurer’s Office, provided updates on the market and the Treasurer’s portfolio.    

The Treasury curve reflected that buying securities maturing in two to four years continued to remain prudent. The July average investable base was $4.12B, with the Portfolio yield being 1.84%.  The Portfolio had a weighted average life of 3.66 years, effective duration of 2.81 years and a 2.98% weighted average coupon.  The weighted average maturity decreased from 1,050 the month before to 997 days.  The reduction of overnight liquidity continues to be an area of emphasis, with a focus on forecasting fund inflows.      

A spreadsheet that identified five benchmarks that could be utilized to compare against the mortgage-backed securities (MBS) segment of the OST portfolio was discussed.  Several factors were identified such as yield-to-maturity, coupon rate and duration as comparison criteria.  The OST MBS portfolio and the BOA Merrill Lynch MBS Index and Constrained Duration Index were compared for the months of February through June 2014. The index comparisons revealed that they did not fully mimic the criteria factors present in the OST MBS portfolio.  Ms. Murray stated that she would like to get the input of the Investment Advisory Committee at their meeting on December 8th and would report her findings at the next CMIOC meeting.      

An update on the progress of Tracker, the new investment software, was presented.  All March-June investment transactions had been inputted by Tracker. Reconciliation and confirmation of data integrity would begin. In addition, all securities purchased in July, August and September had been entered into Tracker and Ms. Murray was planning on beginning the daily liquidity reconciliation process to parallel with the current procedure.   

Item 5

Lynne contacted CompSource regarding Victory Management due to the fact that on the March 31 CompSource report Victory Capitol Management showed very high performance numbers 12.68% for one year, the question was brought up as to what caused that manager to have performance so out of line with the performance of the other fixed income managers?  CompSource responding by stating that Victory managed a convertible bond portfolio whose performance was tracked closely with the equities securities underlying each bond or said in another way, the performance of the underlying equities drove the total return including the increase in the market value of the bond portfolio. Also noted, Victory Management was not in the most current report from CompSource. Chair Bajema also asked the question why was Victory terminated if their performance was so high and their answer was that because of the equity conversion feature, the bonds had very low coupon rates.  The yield on the Victory portfolio was historically very low.  As a domestic mutual insurance company CompSource’s focus will be less total return and more yield driven to achieve operational goals the portfolio was converted to a traditional bond management approach with a focus on achieving greater income.  The answer was received from Steve Harden with CompSource.

Item 6

March 27th, June 19th, September 18th and December 4th, were selected and voted upon as the meeting dates for 2015.

Item 7

No new business.

Item 8
Adjournment

______________________________

Chair
