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MINUTES

Call to Order & Introductions )
The Finance Committee meeting was called to order at 9:30 am on Aug. 20, 2024 at the

Public Service Center, room 243, The public meeting was offered both in-person and
virtually via Microsoft Teams. Finance Committee members present included: Gary
Medvigy, Clark County Council Chair; Greg Kimsey, Clark County Auditor; and Alishia
Topper, Clark County Treasurer. Also present were Treasurer’s Office team members
Sara Lowe, Amira Ajami, Shania Macfarlane, Rachel Wilson, Hannah Swift, Kim Crowell
and Government Portfolio Advisors representatives Deanne Woodring and Ryan Haidar.
Also in attendance was the Clark County Manager, Kathleen Otto. The meeting began
with introductions, followed by the unanimous approval of the Q1 minutes, after a motion
to approve by Medvigy, seconded by Kimsey.

-n

Market Update

Woodring, provided an update on the market, highlighting continued and heightened
volatility since June 30. She began by noting that the two-year Treasury note, while
relatively stable year-over-year (4.90% in 2023 to 4.75% in 2024), experienced significant
fluctuations throughout the year, reaching as hlgh as 5.25% and as low as 4.25%.

Currently, the note sits at 4%, reflecting ongoing volatility. This volatility has created
opportuiiities to reset the-portfolic’s yields, leading to substantial increaseés over-the past -
year, which aligns with the goal of keeplng the pprtfollo aglle and able to adjust to
changmg market conditlons s B

Wood Fing then dlscussed theinverted yleld curve, 'where short-term rates remain higher.
than Iong-term rates duetothe Federal Reserve fnaintaining elevated short-term rates, .
while the broader market expects themto decrease. This inversion, the longest: on record
_isaresilt of the Fed's efforts to manage inflation by keepmgrates high. Looki ng ahead, .
_ there isa strong expectatlon that.rates will: drop by September 2024, with the key - S
e IIUEStIOT! belrrg whetherthe cut w'll be bv 25 or 50 basus pomts, pendlng mcomlng data AR

Turmng to economlc growth Woodrmg pomted out that GDP has been on -a downward

_ trend overthe past year, srgnallng slowing growth Slmllarly, mflatron has eased with -
“varlousnflation com ponents showing consistent declmes She emphasnzed akey chart
that overlays inflation, the two-year Tressiiry-note, and the Fed funds rate, |Ilustrat|ng
howinflation ténds to lead market adjustments, with the Fed followmg However, she
noted that the longer the Fed delays lowering rates, the more volatlllty is likely, as séen in
recent dramatic rate movements, including those in early August,

Clark County Finance Committee Minutes Aug. 20, 2024: Page 1 of 5



C LARK CO U NTY - Alisilzta Toppser, Chair
FINANCE COMMITTEE Gary Medigy, Council Chair
Second Quarter 2024

Despite these economic challenges, Woodring noted that retail sales have remained
surprisingly strong, particularly in online shopping, which has somewhat complicated
predictions of rate cuts. She speculated that continued consumer spending, possibly
fueled by high credit card borrowing, could be a factor to watch closely.

Woodring then outlined the tools used to manage the portfolio, focusing on duration
strategy and asset allocation. The portfolio is slightly overweighted in treasuries but also
includes corporates and municipals, providing diversification and spread opportunities.
She emphasized the use of a "bullet bar" yield curve strategy, which allows the portfolio to
take-advantage of both short and long-term rates by focusing on the two-year area,
helping to position the portfolio for future rate adjustments.

Overall, the portfolio has seen significant improvements, with the yield on the county pool
rising to 4%—a substantial increase over the past year. This improvement was achieved
through careful management of maturities and strategic reinvestments. The portfolio is
currently valued at apprommately $900 million, with a diversified asset allocation of
15.7% in treasuries, 40% in agencies, 12% in corporates, and 6.4% in other securities.
Woodring stated that the portfolio remains well-positioned to benefit from further rate
declines, with its current structure expected to perform well in a downtrend market.

Woodring concluded by presenti ng the compliance report, confirming that the portfolio’s
weighted average maturity stands at 1 496 years, ensuring that it is positioned to take
advantage of future market changes She also hlghllghted the portfollo s balance betweert
hqmdlty and core‘investments; noting that while tax mflows in October and Aprilieadto -
fluctuations, the overall structure remains strong.. -

The report ended with-a brlef question and ahswer seSsion, with no further mqumes from
the commlttee members :

’ !nvggtment Report

; Wllson expanded on qudrmg s comments nptmg that thelr teams work closely together
‘to dlSCUSS market trends and |nvestment strategles She shared that as of quarter-end
‘asset: allocatlon has leanedmore toward US. Treasuries due t¢ tight spreads in other
investment products. Corporate bond allocation has decreased through maturlties
*allowmg the opportunlty toreinvest ifi those sectors |fspreadSWIden Hdwever at -
present, the market is not offermg much spread, promptlng afocuson treasu ries- and
federal agenCIes

Wilson also noted that participant balances in the pool have remained relatively stable
over.the past year, particularly in school districts, which have seen historically low
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balances without much fluctuation from bond proceeds. Stability in the pool’s baiances is
expected to continue, with only slight declines anticipated in the next couple of years.

Discussing interest rates, Wilson echoed Woodring’s points about the Federal Reserve
holding the Fed funds rate at elevated levels since July 2023, creating a restrictive
environment. While the market is forward-looking, often anticipating rate cuts, it has
inaccurately predicted such cuts for over two years. The curve remains inverted,
reflecting market expectations of future rate declines, but the exact timing remains
uncertain.

Wilson explained that as yields have decreased, the value of the portfolio has steadily
risen, and reinvestments at higher rates have further increased the portfolio’s market
value. As of June 30, the portfolio’s duration was 1.31 years, just below the maximum
allowed maturity of 1.5 years, positioning it well for the anticipated rate environment. The
strategy to extend the portfolio’s duration before the July rate drop proved effective,
locking in favorable rates. The portfolio is expected to maintain a yield around 4% for
some time, even as short-term rates face significant volatility.

Wilson also reviewed the busy activity in the second quarter, with $115 million in sales
and maturities, and $217 million in new purchases, mainly in treasurles and agencies. $15
million was also-placed in a moniey market account. This period of market volatility has
allowed the portfolio to'be optimally positioned before rates decliried and remain
prepared for contmued fluctuatlons

inresponse taquestlons from Medwgy. Wllsbn clarified that the pértfolio balance has
remained largely stable over the past year, with only minimal changes. She explamed that
bond proceeds, such as those from schiopl districts, Rave the largest iapact on balances,
-but there has been limited activityin this area recentlv Whlle smaller bond proceeds
.don't signifi cantly affect the overall pool balanice, larger issués like the $600 mllhon
... Evergreen bond.¢an movethe rieedlé con5|derably HoweVer, the overall stabﬂ |ty Of the
pool has mlnlmlzed any dramatl,c changes in the fund slze el 2
fMedvngy ralsed concerns about fund balance poIncues across the county partlcularly the
rieedfor con5|stent approved pohcnes to guide fund management He questnoned whether
Indlwdual fund balances were adequately managed, noting. instances where departiments
sought mcreased fundlng desplte having significant reserves. Wllson and Topper "
‘explained that while they focus on overall pool hqmdlty and investment policies,"
individual government entities, such as school'districts, are responsible for their own -
reserve policies. The Treasurer’s Office manages cash forecasting, ensuring liquidity for
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operational needs and investment opportunities but does not track reserve policies for
other entities.

Topper further noted that cash flows, such as property taxes, contribute to high fund
balances, but much of this is earmarked for specific expenditures. Otto added that while
capital expenses for certain projects, like those involving the Sheriff's Office, could be
supported through bond processes, the greater challenge lies in securing ongoing funding
for maintenance and operations, which remains unresolved. The finance team remains
open to suggestions for addressing these ongoing funding needs. The meeting concluded
with a discussion about how fund balances and policies influence long-term financial
planning and bond ratings, with further comments from Lowe regarding the county’s
efforts to establish clear fund balance policies for major funds, ensuring financial stability
and aligning with best practices.

Debt Report
Ajami presented the Q2 debt report, stating the total debt managed was over $1.3 billion,

with Clark County's portion at $46.8 million. She noted the county's Aa1 bond rating from
2018 and discussed available debt capacity, which includes $2.5 billion for voted GO debt
and $1.5 billion for non-voted GO debt. The internal line of credit had a $5 million balance,
with no funds drawn in 2024. Ajami highlighted key issues, including a $30 million
biannual debt payment and ongoing work with the Vancouver School District to issue
registered warrants until they receive state funding.. -

Topper discussed fmancuél challenges faced by 5chools acrossthe state where many are
entering "binding conditions” requiring state intervention due to cash flow issues. Loans -
from the cou nty to schools thoughrecorded as cash on'state reports, may obscu re
fmancnai stram o

Lowe mentloned that |f the Councnl approves the capital project debti issuance,a new,
" gredit ratmg assessment will occurin September with Moody s review1 ng the county’s
.--ﬁnanc:alsand brqacler plannungefforts : s L

. .Ajaml closed by revnewmg debt payments notmg $30 m1II|on in payments dunng Q2 and a

- : forecasted reductlon indebt payments.after 2026, Both Topper and Lowe praised the -

‘=-_mcreased detall in the debt report, which has heIped provide transparency to.the Couricil
on the county S fmancnal 5|tuat|on

Good of the Order & Adjournmenit
Topper opened the floor for final updates or questions. Kimsey had none, and Topper
expressed-gratitude to the team, Kimsey, and Medvigy for their contributions toward
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getting the investment policy certified, noting it's a distinction held by only 11 entities in
the state.

Wilson added that the Washington Public Treasurers Association (WPTA) certified the
most recent investment policy, with only minor recommendations for improvement, She
praised the team for maintaining a strong and impressive policy.

Lowe mentioned that property tax season is approaching, with bills going out in mid-
September. She highlighted that this year they will administer their first tax increment
financing (TIF), with two more expected next year.

‘Topper concluded by thanking the team and adjourning the meeting at 10:17 am.

Prepared by: - I 1] W(—/ / lag %1'*‘&; z_

Sharfa Macfarlan

Submitted
Auditor Greg Ri
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