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Kent County Pension Review Committee
Annual Report to Kent County Levy Court

February 26, 2007
Background

The Kent County Pension Review Committee was established by the Kent County Levy Court to advise the body on “the various aspects of the Kent County Employee Pension Fund.”  The Committee is composed of three members of the community appointed by Levy Court – including David Craik, Tom Leary, and Duke Strosser, the Kent County Finance Director, a Kent County Employee Council representative, and the Kent County Comptroller, who serves as an ex officio member.  The Committee meets regularly on a quarterly basis to review the pension fund performance report and more often as needed to conduct additional business such as new fund manager interviews. Per Levy Court Ordinance # 06-38 adopted on October 10, 2006, the Committee is also responsible for reviewing investment performance of the new Retiree Benefits program.
Investment Strategy

Per the Investment Policy adopted by Kent County Levy Court, the Committee is committed to maintaining an average 60/40 asset investment ratio between equities (stocks) and fixed income (bonds). Depending upon performance, the equity investment is equally divided between large capitalized growth stocks and large capitalized value stocks.  Rebalancing can occur as necessary, but historically happens once per year upon transfer of the County’s annual contribution.
Investment Managers

The Pension Fund’s investment managers include INTECH (large cap growth) effective November 30, 2003; Wedge Capital Management (large cap value) effective September 30, 2004; and Weiss, Peck & Greer (core bond) effective August 31, 2004.  Segal Advisors Inc. serves as pension consultant responsible for independently evaluating investment manager performance. Wachovia Retirement Services performs pension custodian services including distribution of monthly pension checks/direct deposits.
Fund Performance

The pension fund continued to experience moderate growth last year.  The fund grew from $20.4 million to $22.3 million.  This figure includes an $831,025 annual contribution recommended by the pension fund actuary Aon Consulting in its report dated January 1, 2005. Over the one year period the total Fund returned 9.47% while the policy index (60% S&P 500/40% Lehman Brothers Aggregate) returned 11.12% over the same time period.  For the year, INTECH gained 7.92% in the large cap growth segment, and Wedge gained 17.17% in the large cap value segment. After another difficult year in the fixed income market, Weiss Peck & Greer returned 3.87% for the one year period while the Lehman Brothers Aggregate returned 4.33%.  The moderate results in 2006 are attributed to the underperformance of the two equity managers as well as a down year for the fixed income market in general. 

Fund Expenses

Pension and fee payments are drawn from the fixed income (bond) segment and transferred to Wachovia on a monthly basis.  For 2006, pension payments totaled $835,310 with a total of 130 recipients at year end.  The annual fee for pension consultant Segal Advisors was $26,000, although the current agreement expired July 1, 2006. Additional expenses not listed include fund manager fees, fund custodian fees, pension benefit calculation fees, etc.  The biennial actuarial valuation of both the pension and retiree benefits programs will be performed as of January 1, 2007 by Aon Consulting.
Comments and Recommendations

Overall, the pension fund performed moderately well in 2006 and the Committee remains mostly satisfied with the performance of the fund managers, but will continue to carefully review fixed income management over the ensuing year. The Committee has no specific recommendations at this time.
