PORTER COUNTY COUNCIL
AND
PORTER COUNTY COMMISSIONERS
FOUNDATION MEETING
June 28, 2022
The Porter County Council and Porter County Commissioners held their
Foundation meeting Tuesday, June 28th, 2022 at 5:00 p.m. in the County
Administration Center, 155 Indiana-Suite 205, Valparaiso, Indiana.
Ms. Blaney, called the meeting to order with the Pledge of Allegiance.
Members present were Commissioner Laura Blaney, Commissioner Jim Biggs,
Council Member Jeremy Rivas, Council Member Sylvia Graham, Council Member Mike
Jessen, Council Member Mike Brickner, Council Member Greg Simms, and Council
Member Andy Bozak. Also present was Council Attorney Harold Harper, County
Attorney Scott McClure, Auditor Vicki Urbanik, Treasurer Michelle Clancy and
Foundation Advisory Board Member Mark Ritzi. Members not present Commissioner
Jeff Good, Council Member Erik Wagner, Foundation Advisory Board Member
Matthew Vessely and Foundation Advisory Board Member David Kwait.
Auditor Vicki Urbanik, So we have a quorum.
Approval of Minutes
Approval of Foundation minutes for January 25th, 2022
Ms. Blaney, Alright the first thing on the agenda is the approval of minutes for
our January 25th, 2022 meeting.
Mr. Bozak, So moved.
Ms. Graham, Second
Ms. Blaney, We have a motion and a second, all those in favor signify by saying
Aye? Opposed same sign? Motion carries.
Motion carries on a unanimous voice vote
New Business
Capital Cities Presentation
 Capital Cities Performance & Evaluation Report – First Quarter Report for
2022
 Capital Cities Portfolio Construction Review Report
 Capital Cities Spending Policy Analysis
Ms. Blaney, New Business we have our Capital Cities Presentation, Mr. Corey
Waddell. Do you want to take that over?
Capital Cities Corey Waddell, Thank you, it’s great being here again. I’m Corey
Waddell Senior Consultant from Capital Cities. If we can flip behind the first page
here, I’ll just set the agenda for my presentation today. I’ve got our normal quarterly
Performance & Evaluation report, we are meeting at the end of June, and what we
are reporting on today is actually first quarter results. So it’s a little stale but
important that we still cover the first quarter numbers. I also have for our special
project today, our annual revisit of the Portfolio Construction studies that we do
every year. This is where we update you on the expected risk and return of the asset
allocation, which the investments are invested under. As well as tying that back to
the spending goals of the foundation and making sure everything’s still in line with
your risk tolerance. So first I’ll hit on performance and then I’ll cover that second
presentation. And please stop me along the way with any questions.
Porter County Council and
Porter County Commissioners
Foundation Meeting
June 28, 2022
Page 1 of 18

Capital Cities Corey Waddell, So if you can flip to and behind tab one into
page one it’ll be the Market Overview here (see next page). First, I’ll set the stage for
what happened in the investment markets in the first quarter. There were a number
of very large or loud market themes, that we saw play out in the first quarter. The
first was a continuation of a popular theme from 2021, and that was inflation prints
becoming higher than normal, and so we’ve considered…continued to see inflation
here in 2022, and that has been again the dominant market, market theme.
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Really the interplay of that is what the Federal Reserve and other central banks
across the globe are going to do to try to combat inflation. How do you combat
inflation? You reduce the money supply, you can do that a couple different ways and
the Federal Reserve has begun to do that. The first tool that they have is to raise
short-term interest rates, so making lending more difficult. And, the second is
reducing their balance sheet or just how much debt they have. So both of these are
underway and again these are the tools, or the ammunition that Central Banks have
to combat the rising inflationary environment. Investor, Stock Growth Investors,
Fixed Income Investors don’t like these things, they don’t like raising interest rates.
They don’t like money being tighter, it creates a risk off environment, and so that
was one of the themes that we saw playing out in the first quarter.
Another thing that we saw play out was the somewhat unexpected Russian invasion
of Ukraine, that obviously is still ongoing today. I think a lot of market participants
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or market commentaries seemed like that was going to be a quickly digested news
story. But it’s clear this is not going to be a five-month war, it might be a multi-year
war at this point, and the impending effects on the markets are going to be…you
know known and measurable. The first of that has been oil prices, and other
commodity prices that Russia influences. So now we have the current inflationary
environment with raising interest rates, and now we have much, much more
expensive fuel costs and energy costs across the globe. So all of those things in her
playing together have created a dire environment again for the investment returns
that you see on the paper. You know we’re telling our clients that these are times
where it’s important to remain diversified, and I’m not going to tell you anything
differently, but you know that is the market environment that we saw ourselves in.
Just to give you some numbers here, in the middle of the page we show you Equity
Market returns for the first quarter. The Blue mark or the blue bars are the are the
one quarter and then the gray bars are trailing 12-month time period. So you can
see Large Cap Core on the far left, that’s the S&P 500 good proxy for U.S. Equities
down about 4.6% percent for the quarter. As we saw, you know in most risk-off
environments, we saw a couple themes play out. Smaller Cap stocks were sold off
more than Larger Cap stocks. Growthier stocks were sold off more than Value-Based
stocks, and we’ve actually seen International kind of play, play the same as Domestic
here.
Then on the opposite side on the bottom of the page, really the story which has been
affecting the Fixed Income environment the most, is the inflationary story, the rising
interest rate environment. Basically when you see rising interest rates within Fixed
Income investments, you see Bond prices that are actually out in the marketplace
get priced downwards, because higher interest rates are now available for investors,
and you see temporary negative performance and that what we saw. The broad proxy
for U.S. Fixed Income we typically use is the aggregate, it’s the fourth column over, it
experienced a -5.9% percent negative return in the first quarter. That’s the largest
one quarter decline in Broad Fixed Income since back in the first quarter of 1980,
and so just a very non-normal Fixed Income environment that we found ourselves in.
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So on the next page (see above) I will circle back to what it meant for the Porter
County portfolio. In the middle of the page there you can see where we ended the
quarter as of our market value or $179,047,332 dollars. I will say that number you
know while it takes into account market depreciation for this quarter, we also pulled
the…I believe it was $5.7 million dollars or $5.8 million dollars…excuse me $5.48
million dollars for the annual draw in March as well, so you have that number of cash
being pulled out as well. That also, you know we’ll wait and see but you know you
might have raised some cash at a good time there too as we have seen markets
continue to be volatile.
You can see your quarterly return on the far right there, again you’re invested in a
55% percent Equity portfolio that also has 45% percent allocated to you know, coreish
Fixed Income. So you did participate in this choppy Fixed Income and choppy Equity
Market, and the portfolio was down 5.5% percent for the quarter. This is right in line
with your evaluation benchmark, I don’t have any…you know horror stories, or blow
ups to tell you about any of your managers. You’ll see at the bottom of the page
everything’s still in quote-unquote good standing, albeit we’re seeing negative
performance in this environment. The story really has been, there’s been no place to
hide.
I do want ot show you a couple other slides in the performance report. If you go to
page 6 (see below and next page), or actually if you go to page 5 first I can vizualize
that withdraw there. Looks like we’ve lost connection on here. Anyway just at the
bottom there we do a reconciliation of the total portfolio for those of you with the
books and you can see we started quarter at $195,277,590 dollars and ended at
$179,047,332 dollars. Again you had that $5.4 million dollar withdrawal, so that was
cash that is now still with the Foundation. But the negative -5.5% percent is that
unrealized $10 million dollars there.
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On page 6 (see below and next page)though I always like to draw back to this
cumulative chart when we have periods of volatility, either on the upwards or the
downwards to kind of bring the story to full context. We had a market tear in 2020 –
2021, we’re having a pullback now, it’s not a straight line, it’s not a straight down line.
As fuduciaries of these assets when you’re investing for perpetuity, you’re managing
risk, you’re not trying to shoot the moon each year. You want to have a steady return
and this is one of those years where you have to stay invested in the markets, you
have to stomach the fact that as investors you have to take on risk and it’s just one of
those time periods right now.
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Capital Cities Corey Waddell, Are there any questions with performance before I
switch gears and update you on the asset allocation studies?

Capital Cities Corey Waddell, Okay, we’ll flipbehind tab two and then we’ll be in
the other PDF when you get the TV back up and running. But just on page two (see
next page) to set the goals here, if you recall each year we update you on what we call
our capital market expectations. These are long-term views on what various asset
classes might return, what their risk metrics might be, and how those assets might
interplay with one another. We do this because we can use this as a tool to say okay
well the Porter County portfolio is 55% percent Equity and it’s 45% percent Fixed
Income, what can we expect out of this? It’s not an exact science, obviously it’s not
going to predict the future, but it can be a tool to help guide us and understand risk.
If you will recall last year when we did this project, we actually increased the Equity
Allocation within the portfolio to that 55% percent. More often than not we would take
this presentation, or this analysis is more of an opportunity to confirm our asset
allocation. We wouldn’t want you guys to say, you know we’re going to change it this
year, change it next year and change it…that’s not being a good fiduciary.
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So this year we are definitely taking the lens more so of let’s confirm the asset
allocation, unless I hear from you all that something drastically has changed with you
all’s risk tolerance.

So on page three (see above), just to remind you this is our fiduciary oversight
calendar for 2022. We find ourselves in the top right corner quadrant now, we’ll still
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tackle our investment policy statement review next quarter and our annual fee
analysis before wrapping up the year.

On page 4 (see above), again I already hit on kind of what goes into this and you’ve
seen this graphic before, but basically this is our portfolio construction process. We
take your specifice inputs or your return needs as a Foundation, your unique
preferences, time horizon, those are the the most important thing when we construct
this asset allocation. But then we take those other things that we can’t really control,
the markets, and take those projections along with some qualitative analysis to really
do some scenario testing on these next few pages.
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On page 5 (see above), just real quick this is our updated capital market expectations
for the next 10-year calendar period. Basically we included this page in here to show
you that from last year to this year, these did not change very much. We had some
reductions within long-term fixed income expectations. We had some…a slight
increase in long-term inflation expectations, which makes sense, and a slight increase
on what we might earn on cash.

So on page 6 (see above), again the biggest thing that drives assest allocation, when
looking at a foundation portfolio is the specific needs of that foundation. What are
your needs? Your needs are the spending policy that you guys have derived to
annually distribute 3.25% percent of that five-year moving average. So that should
really drive everything we do in terms how much risk we need to take. That’s our
return target, we want to keep pace with inflation and earn 3.25% percent each year.
Other than that you guys liquidity is relatively low, we have that annual draw so it’s
not like we are pulling money in and out of here. We’re trying to match your risk
tolerance with that return target, and we’re keeping in mind that you guys have a long
term time horizon here. These assets are supposed to serve the community into
perpetuity.
So on page 7 (see next page), we can take those capital market expectations, your
strategic asset allocation, and begin to spit out some numbers or some analysis. And
so on the top left, what we’ve done is taken your mix, you know the 41% percent to
Broad U.S. Equity, and 14% percent to X International Equity (Global ex-U.S. Equity)
that’s your 55% percent Equity and then various Fixed Income Asset Classes. And
that mix, what would we expect on a go forward basis that, that would earn, and
that’s, that 4.9% percent. And then the risk metric is the standard deviation at 9.8%
percent. We take that and we put that into what we call foundation math at the
bottow of the page there. We show the Expected Return, minus the full Spend of 3.5%
percent, that should say 3.25% percent…I’m sorry that’s a typo. An the Inflation at
2.25% percent, to give you your real growth or loss. Right now this is showing a slight
real loss at -.85 basis points, that’s not terribly worrisome in this analysis. This is very
standard, we’ve seen return expectations go down over the last several years. You
can’t just earn or expect to spend 5% percent as a foundation anymore, so this isn’t a
common problem. But we’ll say a couple things, you know we do have the chance to
earn more than the expected return, we have the chance to earn less than the
expected return as well. And so we do have some things that interplay there, we
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wouldn’t suggest here that we’re going to say we need to rewrite laws here, and try to
increase the amount of equity invested here. We think you’re still on pace to be able
to earn what you need to make here. Up at the top right, I think this chart is very
interesting right now, it shows different scenarios that you could experience under this
type of portfolio, and so where we’re showing you an average on the left-hand chart,
what we’re showing on the right-hand chart is different probabilites or ranges of
outcomes, and we show you three different time periods. So one (1) year, five (5) year,
(10) ten year. In a one (1) year time period we have a bullish Bond market, we have a
bullish Equity market, everything it on, you know this protfolio could be up 30.7%
percent given just the expectations and the numbers. Conversely, you know if we have
an everything off environment this portfolio could be down -15.2% percent in a given
year.But you know the story goes if you stay invested five years your range of
ourcomes shrinks, ten years of outcomes shrinks again, and again that’s the power of
staying in the market, staying invested. Even in a worst case decade type scenario this
type of portfolio will only loose -2% percent a year.

Any questions here? All right, so then on the next page 9 (see below) this is just really
to summarize where we stand right now, and also to show you some further
diversification under the hood. So as I mentioned we have 55% percent allocated to
Equity, that’s 75% percent to U.S. and 25% percent to Non-U.S., we also hav mixes of
active management and passive management within the equity bucket. And then
within Fixed Income and Cash, which is 45% percent of the overall portfolio. The
entirety of it is actively managed, that is core tenant of Capital Cities to have Active
Fixed Income Management. And then you see we separated out, or diversified
amongst a few different styles, so Core/Core Plus, Diversifying, Defensive, has shorter
duration, should be more of a ballast and then the 2% percent to cash.
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The rest of this presentation, I want to check your temperature on, and also preview
some further analysis that we might have at our next touch point. You know the
research that Capital Cities has been doing over the last couple of months, has really
been in what we call the alternative space. So there’s a couple of different ways to play
this, whether it’s Liquid Alternative Mutual funds, Hedge funds, Privates, all of these
right now are not eligible under your current Investment Policy Statement.
But again we’re doing this work behind the scenes, we wanted to check your
temperature on it to see if you would want to hear more about it. My initial idea was
we could run you through what this could mean if we introduce the small sliver of
alternatives into your portfolio. But then at the next meeting, we would also bring you
what it would actually mean from a pen and paper standpoint, in terms of your
investment policy statement and other things. This is not something we’re pushing on
any of our clients, we have some clients who are invested in alternatives already, some
clients who are not, like yourselves. But again we wanted to check your temperature
on it, and see if it’s something that you would be interested in learning more about it.
And you could learn more about it without implementing it into your portfolio as well.
Mr. Rivas, Does our…does the statute allow us to invest in alternatives?
Capital Cities Corey Waddell, So the statue right now has just a specific equity
upward limit of 55% percent. This can be somewhat complicated when you’re looking
at alternatives, because right now it’s very cut and dry, you have Equity and you have
Fixed Incomes, alternative can be defined as Equity if their equity is being traded
differently. So it could be a little gray, and so those would be the conversations that we
would have.
Mr. Rivas, When you talk about alternatives, I mean does that include Real
Estate or Infrastructure?
Capital Cities Corey Waddell, Yeah, it could include Real Estate or
Infrastructure. Some Infrastructure is sold as Equity, and then so again it’s the…it’s
how it’s interpreted. And we would just want to have those converstions with you. But
definitely things like Real Estate, or Commodities would fall under that blanket, but
also not be excluded under the Equity Clause within the law.
Ms. Blaney, Vicki did you have something to say?
Auditor Vicki Urbanik, I just want to point out that the Sheriff Pension portfolio
does have investments in Alternatives. It’s not a large percentage, not like Equities or
Fixed Income.
Capital Cities Corey Waddell,Yeah…
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Auditor Vicki Urbanik, But they do have Alternatives.
Capital Cities Corey Waddell, We would like you to know, I mean a portfolio like
this, if we came to you with a firm recommendation, we would probably recommend
10% to 15% percent. So yeah, it wouldn’t be a lion’s share.
Ms. Blaney, Personally I would be interested in seeing what’s out there.
Capital Cities Corey Waddell, Yes.
Ms. Blaney, (Inaudible)
Capital Cities Corey Waddell, Okay, let me just show you page 10 and 11 then
real quick and that will give you a good preview for what we can do next quarter.

But on page 10 (see above), this is kind of an overview, we also call Alternatives
Diversifiyng Assets. And so what can those be? They can be Assests that are not
Equity or Fixed Income, so again Real Estate, Commodities of all sorts, Infrastructure,
Royalties, or you could have traditional assets like Fixed Income and Equities but
someone’s trading them differently. Instead of buying them and holding them being a
long-term investor, they could be shorting them, they could be buying them with
leverage. Option trading, and so on and so forth in a different manner.
And so why do investors typically try to incorporate Alternatives? I think it’s
somewhat a misnomer, people do that for a myriad of reasons. So I think Alternatives
are all…often looked at to be like the most risky, if you just talk in general terms
about investments. But lots of times you’ll see investors incorporating Alternatives for
risk mitigations reasons. That’s the reasons most institutional investors will
incorporate Alternatives, they’re not looking to have the highest octane, you know
some might be if you’re looking at private Equity and things like that. But they can
really serve a a purpose, really the just behave differently than Stocks and Bonds, and
so you have a new differentiated return stream in your portfolio. A good example, some
of our other foundation clients actually do hold an Infrastructure fund right now. And
that Infrastructure fund is one of the only funds in our client portfolios that’s been
positive on the year. It’s just behaving differently in this environment than Stocks and
Bonds.And so again, that’s the general reason why we would like explore these as a
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portfolio construction avenue. There’s obviously tons of considerations when you’re
looking at Altenatives, an a lot of those are listed. First and foremost, with making
sure it’s compliant with the code. But then we would go in through a deep dive with
this, making sure you guys understand risk.There’s more due diligence that are
required on these. There’s likely higher fees, sometimes there’s lower liquidity. It’s
never all of these, it’s some of them. Sometimes it’s different, so again a lot of this
would be education that we would all be willing to provide.

Mr. Rivas, I agree with Commissioner Blaney, I would definitely be interested to
see some Alternatives.
Capital Cities Corey Waddell, Okay.
Mr. Rivas, All of them, including Real Estate and Infrastructure.
Capital Cities Corey Waddell, Okay.
Mr. Jessen, Are many or most foundations in that space? Or is it so new for
foundations, I mean…?
Capital Cities Corey Waddell, I would say of our foundation clients 80% to 90%
percent are, they have some type of allocation…
Mr. Jessen, Really.
Capital Cities Corey Waddell, Lots of them, if you look at this page here (see
above) are in what we call Liquid Alternatives, and so these are actually still Mutual
funds, so they’re daily traded. But it could be a Real Estate fund or Infrastructure
fund, or lots of times we’ll find just niche strategies that, again the idea is it’s not
going to behave the same. And so that is a good, what we’ve found foot in the water
entry. This isn’t, you’re not going to have to have a separate contract. This isn’t a
Hedge fund, it trades at Schwab like all the rest of your investments. We could
rebalance it, the intraday like all of your other investments. So that a natural kind of
first that we’ve seen a lot of foundations take, and when I say 80% percent of them,
70% percent are in that place.
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Ms. Blaney, I think understanding the risk would be really important for this
group.
Capital Cities Corey Waddell, Yep.
Ms. Blaney, I see it as a consideration, lower transparency…what exactly does
that mean?
Capital Cities Corey Waddell, That could be if you got into like a true Hedge
fund.
Ms. Blaney, Okay.
Capital Cities Corey Waddell, So…
Ms. Blaney, I mean, I think we all agree that we need to be transparent with
these dollars.
Capital Cities Corey Waddell, Sure, yeah I think Liquid Alternatives would
maybe be as far as you could. You would still have complete insight into the holdings
of those Mutual funds, and again those are investments that anyone can get into, and
are are governed by the SEC.
Mr. Biggs, So when you’re talking about a real estate investment, define that?
Capital Cities Corey Waddell, It wouldn’t be a real estate investment, it would
be maybe a fund that owns…that you own shares of and they own thousands…
Mr. Biggs, They go out and buy…
Capital Cities Corey Waddell, Thousands of real estate properties and manage
it.
Mr. Biggs, So it’s not a case of us going out and buying a thousand acres and
selling it higher?
Capital Cities Corey Waddell, No, no we do have some clients who do have
assets like that, but those are more legacy assets that they own for some reason. But
no it would be…
Mr. Biggs, I just didn’t want anybody selling me land when I walked out of here.
(Laughter)
Mr. Simms, I have (inaudible) for you.
Capital Cities Corey Waddell, So on page 12 (see next page), I think we can
walk away with this with you know, saying that you guys are open to kind of the next
conversation that we are working on as it relates to Alternatives. We’ll show you how it
could impact the policy, if we would think it would have any impacts to the code and
what not, and we can futher explore at our next meeting.
Ms. Blaney, Great that sounds good to us.
Capital Cities Corey Waddell, Great, well thanks for listening to me talk that’s
all I’ve got for you today.
Mr. Bozak, Thanks for driving up.
Ms. Blaney, I wanted to point out that with this kind of market our smoothing
decision is going to be very helpful come Budget time this year. We’ve been through a
down year before. We would have be left scrambling if we didn’t plan for it, good job
Board.
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Ms. Blaney, All right thank you, any other questions for Mr. Waddell?
Capital Cities Corey Waddell, Thank guys.
Mr. Biggs, Have a safe drive.
Ms. Graham, Have a safe travel home.
Capital Cities Corey Waddell, I will probably see you in August I imagine?
Ms. Blaney, Yeah we should probably set the next meeting while your here.
Capital Cities Corey Waddell, Yeah let’s do that.
Ms. Blaney, It has to be done within in three months. End of August?
September? What do you guys think?
Mr. Biggs, September is going to run into budget time.
Ms. Blaney, Yeah that’s true, all right the end of August your meeting is the
23rd?
Mr. Bozak, Yes correct.
Ms. Blaney, Does August 23rd work for you at 5:00 p.m.?
Mr. Rivas, Sounds like a plan.
Capital Cities Corey Waddell, Uh…yeah.
Mr. Bozak, Cool.
Ms. Blaney, August 23rd at 5:00 p.m., did you get that Joy?
Council Administrative Assistant Joy Blakely, Yes.
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Ms. Blaney, Thanks. Okay thank you.
Capital Cities Corey Waddell, Thank you so much guys.
Attorney’s Report
Ms. Blaney, All right, do we have an attorney’s report?
County Attorney Scott McClure, I have nothing.
Any other matter that may properly come before the Board
 Approval
o
o
o

of Claim(s)
Capital Cities – First Quarter (January 1 – March 31, 2022) $16,250
Capital Cities – Second Quarter (April 1 – June 30, 2022) $16,250
Katz, Sapper & Miller – Professional Services Audit of Financial
Statements (Year ended 12/31/21) Invoice #592038 $3,000

Ms. Blaney, Any other matter that may properly come before the Board?
Mr. Rivas, Are we going to do these claims?
Ms. Blaney, Yes we need to approve the claims. We’ve got two claims for
Capital Cities one for the first quarter ending March 31st, 2022, and one for the
second quarter ending June 30th, 2022 each is $16,250 dollars. Can we do those
together?
County Attorney Scott McClure, Yes.
Ms. Graham, Motion to approve
Mr. Jessen, Second.
Ms. Blaney, We’ve got a motion and a second for the two claims for Capital
Cities first and second quarter, all those in favor signify by saying Aye? Opposed
same sign? Motion carries.
Motion carried on a unanimous vote.
Ms. Blaney, And then we’ve got the Audit of Financial Statements for the year
ended December 31st, 2021 for $3,000 dollars for Katz, Sapper & Miller. Can I have
a motion?
Mr. Jessen, I’ll make the motion.
Mr. Bozak, Second
Ms. Blaney, We’ve got a motion and a second, all those in favor signify by
saying Aye? Opposed same sign? Motion carries.
Motion carried on a unanimous vote.
Meeting Adjourned
Ms. Blaney, Does anyone have anything else?
Mr. Rivas, Motion to adjourn.
Ms. Graham, Second.
Motion carried on a unanimous vote.
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There being no further business, meeting was adjourned.
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