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KENT COUNTY PENSION REVIEW COMMITTEE

Annual Lunch Meeting Minutes

Thursday, May 15, 2008
Roma’s Restaurant
3 President Drive @ Bay Road, Dover, DE

Call to Order & Determination of a Quorum: 12:05 p.m.
Members Present: 





Members Absent:

David Craik, Chairman 



Thomas Leary
Kelly Crumpley

Susan Durham
Duke Strosser

Margaret Talley, ex-officio





Guests Present:
Allan Angel, Levy Court Commissioner

Frank Carofano - Segal Advisors, Inc.

Allan Kujala, Personnel Director

Vice-Chairman Strosser presiding
Call of the roll revealed a quorum was present.

1.
Approval of the Minutes from February 21, 2008 quarterly meeting.
A motion was made by Mr. Strosser, seconded by Mr. Crumpley, and carried unanimously to approve the meeting minutes for February 21, 2008.


Approval of the Minutes from April 7, 2008 special meeting.
A motion was made by Mr. Strosser, seconded by Mr. Crumpley, and carried unanimously to approve the special meeting minutes for April 7, 2008.

Chairman Craik presiding
2.
Election of Chairman and Vice-Chairman.

David Craik was nominated to continue as Chairman by Mr. Crumpley, seconded by Mr. Strosser, and no other nominations were received. The nomination was approved unanimously.


Duke Strosser was nominated to continue as Vice-Chairman by Mr. Crumpley, seconded by Mr. Craik, and no other nominations were received.  The nomination was approved unanimously.  
3.
Segal Advisors – 1st Quarter 2008 Fund Performance Report.
Mr. Carofano presented “An Analysis of Investment Performance through March 31, 2008".  He reported the value of total pension assets was $23,052,971 with a quarterly decrease of $1,572,766 ($1,369,461/investment losses, $203,305/ withdrawals). At quarter’s end 45.68% of the assets were invested in equities, 9.59% in international equities, and 44.01% in fixed income and 0.72% in cash.  For the quarter, the County pension fund returned –5.56%, underperforming the -4.81% Policy index.  For the one year period, the Total Fund underperformed the Policy Index -0.97% vs. -0.04%, and for the three year period it outpaced the Policy Index returning 6.02% versus 5.79%.  

INTECH (Large Cap Growth – 24.10%) slightly underperformed with a return of -10.90% compared to -10.18% for the Russell 1000 growth index. For the one year, INTECH lagged the comparative index returning -3.40% compared to -0.75% for the index, but maintains a 7.03% growth rate compared to 5.64% for the index since inception.  


Wedge (Large Cap Value – 22.30%) suffered a setback for the quarter with a return of -12.16% compared to -8.72% for the Russell 1000 value index.  The Wedge investment returns for the one year period are -11.57% compared to -9.99% for the index and maintains a 9.92% growth rate compared to 8.17% for the index since inception.


McKinley (International – 9.59%)  was established December 1, 2007 and recorded a loss for the first quarter with a return of -10.52% compared to -8.91% for the MSCI NET EAFE index.

Weiss, Peck & Greer (Fixed Income – 44.01%) improved its performance again during the quarter with a respectable return of 2.82% compared to 2.17% for the Lehman Aggregate Bond index. The WP&G investment returns for the one year period are 8.53% compared to 7.67% for the index and maintains a 4.83% growth rate compared to 4.78% for the index since inception. 

Mr. Carofano noted that the fixed income manager, Weiss, Peck & Greer, finally appeared to round the performance corner and then decided to exit the fixed income market. He said that the new index fund with Amalgamated Bank has performed well since it was established May 1 and beat the median for the first quarter.  He also noted that INTECH had improved performance in April with a 6.6% gain compared to a 5.0-5.5% for the index.
4.
DelRIP – 1st Quarter 2008 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 -4.3% loss for the quarter and +2.1% year-to-date for the entire state pension fund. He noted that during the month of April the fund had gained 3% for a 2.8% rate for the year. The County’s original $7,362,626.01 investment with DelRIP lost ground during the first quarter moving from a market value of $7,968,229.69 on December 31, 2007 to $7,610,278.22 on March 31, 2008. 

5.
Staff – New Fixed Income Manager Status Report.
Mr. Kujala reported that since the April 7, 2008 meeting, Levy Court had approved the new fixed income manager agreement with Amalgamated Bank as recommended by the Committee and $10.1 million in assets had been transferred successfully from Weiss, Peck & Greer to the new manager on April 30, 2008.  It was noted that the process for engaging a new fund manager had become much easier to accomplish, compared to earlier attempts many years ago.  
6.
Staff – Proposed Pension Amendments Status Report.
Mr. Kujala reported that on April 1, 2008 the Levy Court discussed two amendments to the pension ordinance reviewed by the Committee on February 21, 2008.  After much media attention and discussion, the Commissioners voted unanimously not to proceed further with the proposals, but had asked the Committee to look at the financial benefits of imposing a contribution requirement on new hires and a sliding scale cost sharing plan for retiree health care based on years of service.
Mr. Kujala also reported that the Personnel Administration Board held a hearing on April 29, 2008 to consider two disputes regarding the calculation of pension benefits for two employees. He recalled that the Committee had previously reviewed the requests, but recommended that Levy Court not fund them. Similarly, the Personnel Administration Board voted to sustain the determination of the Pension Administrator (Personnel Director) that longevity should not be included in the base salary for benefit calculation purposes.  Likewise, they agreed that the second employee’s 13 years of employment with the County’s contracted data processing service provider should not be included for benefit calculation purposes, even though the employee was essentially forced to accept employment with the contractor, since no similar positions were available with the County. Mr. Kujala said, however, that the Personnel Administration Board did request that the Levy Court consider amending the retirement ordinance to more clearly define that longevity and similar pay is not part of base salary for pension calculation purposes. It was also suggested that the pension exclusion language be clarified. 
7.
Staff – Quarterly 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

	May 1, 2008
	$84,546.16
	136
	

	April 1, 2008
	$84,246.16
	136
	-2 retirees

	March 1, 2008
	$85,590.65
	138
	

	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
	

	
	
	
	

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

	Beneficiary
	5/1/08
	14.93yrs/62
	$411.09

	Retiree
	5/31/08
	12.01 yrs/63
	$719.09

	Retiree
	7/31/08
	40.13 yrs/61
	$3,560.37

	Retiree
	10/31/08
	5.53 yrs/62
	$228.02

	
	
	
	


8.
Any other additional business properly brought before the Committee:
A.
Full Asset Management by State Pension Office

Mr. Strosser asked about the proposal to invest all pension funds with the State Pension office.  He noted that had the County invested all funds with the State pension office in 1998, it would have about $10 million more in assets from a performance standpoint, without any withdrawals. 

Mr. Kujala recalled that at the April 7 meeting, staff was asked to review the pros and cons of the proposal, but did not indicate an answer was required by this meeting.  He said that some of the issues that need to be investigated relate to the County investment policy, which requires an average 60% equity/40% fixed income ratio, while the state pension office investments are closer to 70/30.  Another issue involves the State’s withdrawal limitation of twice per year, which means the County will be required to maintain a portion of the pension fund in cash in order to pay pension benefits and fund expenses, which will in turn reduce the earnings since about $1 million a year will not be invested like the other pension assets. 


Mr. Kujala said that he expected the issue to be on the next agenda for further discussion and consideration by the Committee.

B.
Commissioner Angel comments

Mr. Angel expressed the appreciation of the Levy Court to the three citizen members for volunteering to serve on the Pension Review Committee and provide advice to the Commissioners on very important pension and retiree health related matters. 

8.
Next Meeting.

By consensus, Committee members agreed to meet Thursday, August 14, 2008 at 2:00 p.m. in the Kent County Administrative Complex. 

Meeting adjourned at 1:45 p.m.

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

