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KENT COUNTY PENSION REVIEW COMMITTEE

Minutes

Thursday, February 21, 2008
Kent County Administrative Complex
555 Bay Road, Dover, DE

Call to Order & Determination of a Quorum: 2:05 p.m.
Members Present: 





Members Absent: None
David Craik, Chairman 




Kelly Crumpley

Susan Durham

Thomas Leary 
Duke Strosser

Margaret Talley, ex-officio





Guests Present:
Allan Angel, Levy Court Commissioner

Frank Carofano - Segal Advisors, Inc.

Allan Kujala, Personnel Director

Mike Petit de Mange, County Administrator
Chairman Craik presiding
Call of the roll revealed a quorum was present.

1.
Approval of the Minutes from November 15, 2007 quarterly meeting.
A motion was made by Mr. Leary, seconded by Ms. Durham, and carried unanimously to approve the meeting minutes for November 15, 2007.

2.
Segal Advisors – 4th Quarter 2007 Fund Performance Report.
Mr. Carofano presented “An Analysis of Investment Performance through December 31, 2007".  He reported the value of total pension assets was $24,625,737 with a quarterly increase of $939,459 ($1,221,003/annual contribution, $56,165/investment losses, $281,544/ withdrawals).  At quarter’s end 48.73% of the assets were invested in equities, 10.05% in international equities, and 40.78% in fixed income and 0.44% in cash.  For the quarter, the County pension fund returned -0.12%, outperforming the -0.96% Policy index.  For the one year period, the Total Fund outperformed the Policy Index 6.68% vs. 6.06%, and for the three year period it outpaced the Policy Index returning 8.10% versus 7.01%.  

INTECH (Large Cap Growth – 25.36%) improved its performance with a return of 1.21% compared to -0.77% for the Russell 1000 growth index. For the one year, INTECH lagged the comparative index returning 8.27% compared to 11.81% for the index, but maintains a 10.56% growth rate compared to 8.82% for the index since inception.  


Wedge (Large Cap Value – 23.82%) suffered a setback for the quarter with a return of -4.76% but bested the -5.80% return for the Russell 1000 value index.  The Wedge investment returns for the one year period are 4.50% compared to -0.17% for the index and maintains a 15.23% growth rate compared to 11.92% for the index since inception.


McKinley (International – 10.04%)  was established December 1, 2007 and suffered a slight loss for the one month period with a return of -1.0% compared to -2.3% for the MSCI NET EAFE index.  For the quarter, the index scored -1.75%

Weiss, Peck & Greer (Fixed Income – 40.78%) improved its performance again during the quarter with a respectable return of 3.26% compared to 3.00% for the Lehman Aggregate Bond index. The WP&G investment returns for the one year period are 7.12% compared to 6.96% for the index and maintains a 4.33% growth rate compared to 4.47% for the index since inception. 

Mr. Carofano noted that the fixed income manager was underexposed in mortgage backed securities, which helped it outperform the index.

3.
DelRIP – 4th Quarter 2007 Retiree Benefits Pool Performance Report.
Chairman Craik reported that the Retiree Benefits funds invested in the Delaware Local Government Retirement Investment Pool with the State Pension Office realized -0.1% loss for the quarter and 9.2% year-to-date for the entire state pension fund. The County funds ($7,362,626.01) were invested in DelRIP on February 1, 2007 earning an 8.22% return for the balance of the calendar year with a closing balance of $7,968,229.69. 

4.
Staff – 10-Year Vesting Cost Savings Research Report.
Mr. Kujala reported that at the request of Commissioner Angel and direction of the Committee, he had requested an annual cost savings estimate from the pension actuary, if the plan changed from a 5-year vesting requirement to a 10-year requirement. He presented the report, which showed that the plan would save approximately $27,000 per year with a 10-vesting provision for new hires. 

Chairman Craik observed that the State pension plan has a 5-year vesting requirement, which is common for most government pensions.  Mr. Leary advised that many private sector pension plans have a similar provision, or none at all for profit-sharing or 401K type plans. He said that for competitive purposes, changing the vesting period with not a good idea. 
Consensus of the Committee was that the current 5-year vesting requirement should be maintained. 

5.
Staff – Quarterly & Calendar Year Pension Activity Report.



Mr. Kujala presented a detailed Pension Activity Reports to help keep the Committee members apprised of the annual and monthly administrative changes to the pension fund.  A summarized version of the reports is presented below:
	Pension Payment Date
	Gross $ Paid
	# Recipients
	Comments

	February 1, 2008
	$85,590.65
	138
	+2 retirees

	January 1, 2008
	$84,671.84
	136
	-1 beneficiary

	December 1, 2007
	$84,759.92
	137
	+1 pensioner; -1 pensioner; +1beneficiary

	November 1, 2007
	$84,679.00
	136
	+1 pensioner; -2 retirees

	October 1, 2007
	$86,281.30
	137
	+1 retiree; +1 retiree/active elected official

	September 1, 2007
	$84,824.38
	135
	+1 retiree

	August 1, 2007
	$84,004.56
	134
	+2 retirees; -1 retiree

	July 1, 2007
	$81,270.22
	133
	+2 retirees; -1 retiree

	June 1, 2007
	$76,169.07
	132
	

	May 1, 2007
	$76,169.07
	132
	+1 retiree 

	April1, 2007
	$74,151.41
	131
	+1 retiree 

	March 1, 2007
	$71,918.72
	130
	+1 retiree; -1 retiree 

	February 1, 2007
	$71,979.12
	130
	+1 retiree; +1 pensioner

	January 1, 2007
	$71,069.87
	128
	-1 retiree; -1 pensioner

	
	
	
	

	Pending Pensions/Type
	Eligibility Date
	Service/Age
	Estimated Monthly Benefit

	None at this time
	
	
	

	
	
	
	

	
	
	
	


6.
Staff – Draft Annual Report for Levy Court.
Mr. Kujala presented a draft of the annual pension performance report for Levy Court, and several wording changes were made.  The final version will be sent to the Commissioners in time for the February 26 business meeting. He noted that the annual reports were started a few years ago in lieu of the annual face-to-face meeting. Mr. Kujala advised, however, that the new Levy Court members may well be interested in meeting with the Chairman and members at some future date. 

7.
Any other additional business properly brought before the Committee:
A.
Employee Pension Contribution

Mr. Angel advised that he has been approached by Levy Court Commissioners about instituting an employee contribution toward the pension plan. He said he had asked the actuary for an estimated fee for determining a cost savings estimate.  He also asked the Committee members about their opinions on the suggestion.


Mr. Craik asked what pension enhancement would be offered in exchange for the contribution.  He advised that typically a proposal to require a higher contribution is tied to an enhanced benefit. 


Mr. Crumpley stated that County employees appear to be very happy with the pension plan as presently formatted and would not view the suggested change favorably. 


Mr. Kujala noted that the pension plan is well funded at this point and such a measure was not necessary.  He said he believed employees might be able to understand and support such a change if the pension fund was struggling to meet its financial obligations.  He also surmised that initially the employee impact of such a contribution would likely be moderated by a higher than normal cost of living adjustment, which ironically would increase the compounded benefit for all participants and end up costing the taxpayer more. He also pointed out that recent court rulings have begun to limit the ability of pension trustees to use surplus pension assets containing employee contributions for workforce change. He recalled that the early retirement option offered in 1999 was very effective in achieving beneficial organizational change in the County’s structure.  The Levy Court might be severely limited in its ability to utilize a similar ERO program in the future if employees contributed to the pension plan. 

Mr. Leary suggested the issue be looked at more closely after the next valuation.


Mrs. Talley observed that as a State employee she is required to contribute toward her pension plan and County employees should be required to do so as well.  She observed that County employees are now well paid and receive very good benefits.


Ms. Durham noted that from the point of view of a total compensation package, State employees pay a minimal amount for dependent health insurance, while County employees pay a much larger (40%) share.   

Consensus of the Committee was that the current non-contributory format should be maintained unless or until there is a significant shortfall in the fund. 

8.
Next Meeting.

By consensus, Committee members agreed to Thursday, May 15, 2008 at 12:00 noon for the annual lunch meeting. 

Meeting adjourned at 2:50 p.m.

Minutes drafted by Allan Kujala and are subject to change at a future Committee meeting

