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KENT COUNTY PENSION REVIEW COMMITTEE

Minutes

Thursday, August 16, 2007

Kent County Administrative Complex
555 Bay Road, Dover, DE

Call to Order & Determination of a Quorum: 2:33 p.m.
Members Present: 





Members Absent:

David Craik, Chairman 



Duke Strosser
Kelly Crumpley

Susan Durham

Thomas Leary 






Margaret Talley, Ex-Officio 





Guests Present:
Frank Carofano - Segal Advisors, Inc.

Allan Kujala - Personnel Director

Michael Petit de Mange, County Administrator

John Brandt, JanusIntech Institutional Asset Management

Mr. Kujala advised that he was informed earlier by Mr. Strosser that he would be unable to attend the meeting.  

Chairman Craik presiding
Call of the roll revealed a quorum was present.

1.
Approval of the Minutes from May 17, 2007 quarterly meeting.
A motion was made by Mr. Leary, seconded by Mr. Crumpley, and carried unanimously to approve the meeting minutes for the May 17, 2007.

2.
Report on Levy Court action on recommended investment policy amendments.


Mr. Kujala reported that the Levy Court (Board of Trustees) adopted revised Investment Policy Guidelines on June 12, 2007 as recommended by the Committee to permit pension funds to be invested in international equities. Other revisions included adjusted asset allocation targets (50/10/40) and ranges (45-60/5-15/30-50) and a new provision which permits the Pension Review Committee to initiate rebalancing of the portfolio when necessary.
3.
Segal Advisors – 2nd Quarter 2007 Fund Performance Review

Mr. Carofano presented “An Analysis of Investment Performance through June 30, 2007".  He reported the value of total pension assets was $23,560,536 with a quarterly increase of $322,000 ($684,938/investment gains, $362,938/ withdrawals).  At quarter’s end 67.91% of the assets were invested in equities and 31.57% in fixed income and 0.52% in cash.  For the quarter, the County pension fund gained 2.95%, underperforming the 3.55% Policy index.  For the one year period, the Total Fund underperformed the Policy Index 13.33% vs. 14.66%, but for the three year period it outpaced the Policy Index returning 9.47% versus 8.62%.  

INTECH (Large Cap Growth – 33.36%) underperformed with a return of 3.39% compared to 6.86% for the Russell 1000 growth index. For the one year, INTECH lagged the comparative index returning 12.70% compared to 19.04% for the index, but maintains a 10.64% growth rate compared to 9.08% for the index since inception.  


Wedge (Large Cap Value – 35.07%) surged ahead once again driving the fund’s entire performance with a return of 6.06% compared to 4.93% for the Russell 1000 value index.  The Wedge investment returns for the one year period are 21.97% compared to 21.86% for the index and maintains a 20.05% growth rate compared to 16.85% for the index since inception.


Weiss, Peck & Greer (Fixed Income – 31.57%) continued to under perform with a return of -0.60% compared to -0.52% for the Lehman Aggregate Bond index. The WP&G investment returns for the one year period are 5.66% compared to 6.11% for the index and maintains a 2.91% growth rate compared to 3.16% for the index since inception. 
4.
INTECH – Portfolio Review Presentation

Mr. Brandt, Executive Director of Client Relations for JanusIntech, presented a report outlining the underlying mathematical formula investment strategy utilized by INTECH to capture excess returns based on natural stock price volatility and correlation characteristics.   The result of this format is a more efficient portfolio that reduces the risk of sharp deviations (peaks and valleys) in the market, since there are no individual stock picks.   According to Mr. Brandt, the strategy has outperformed the benchmark in 98% of 3-year rolling periods, and 100% in 5 and 10 year rolling periods since inception in July 1993. He said that INTECH’s investment performance is within a normal range for its investment process and that below target relative returns are due to adverse randomness and are within the expected range of outcomes. He noted that trends can dominate over the short-term, but cycles dominate over the long-term. He added that when cycles dominate, negative trends of below-target relative returns occur about 50% of the time and positive trends of above-target relative returns occur about 50% of the time. Finally, he noted that performance continues to be positive, but lags the benchmark.  INTECH has outperformed the index 10.64 versus 9.08 since the County began participating. 
5.
Segal – International Equities Fund Manager/Investment options


Mr. Carofano advised that two methods could be used to enter the international equities market as now permitted by the revised investment guidelines adopted by Levy Court.  He suggested that the funds be invested in an index fund while a manager search is conducted.


Mr. Leary suggested that with the market in a state of flux, it may be wiser to seek a manager that can outperform the index. 


Chairman Craik instructed Mr. Carofano to research suitable fund managers and make arrangements for two or three to interview with the Committee within the next month or two.

6.
Staff – Potential Pension Changes (3)


Mr. Kujala presented actuarial cost estimates to address three separate potential pension revisions requested by various County employees through their Levy Court Commissioner.


a)
The first proposed change would incorporate the annual longevity bonus into the base salary figure for pension benefit calculation purposes. The estimated pension liability for this change is $639,000 or an annual cost of $70,000.  Consensus of the committee was that longevity is a bonus and should not be included in the base salary figure.



A motion was made by Mr. Leary, seconded by Mr. Crumpley, and carried 3 (Craik, Crumpley, & Leary) in favor and 1 (Durham) opposed to not recommend favorable consideration of this proposal to include longevity into the base salary for County pension benefit calculation purposes. 

b)
The second proposed change would permit four existing elected officials to add elected service time to their length of service for pension benefit recalculation purposes when they retire from elected office.  Of the group, three did not suspend their County pensions when subsequently elected to office and one did, but is about to restart the benefit.  The estimated pension liability for this change is $140,000 or an annual cost of $15,000.  Consensus of the committee was that the elected officials should have suspended their pension benefit if they desired a recalculation at the end of their terms of office.



A motion was made by Ms. Durham, seconded by Mr. Leary, and carried unanimously to not recommend favorable consideration of this proposal to add current terms in elected office as eligible service for County pension benefit calculation purposes for those former employees continuing to collect a County pension while serving in elected office. 


c)
The third proposed change would incorporate the years of service a specific County employee had with a private contractor when the County decided to outsource data processing services in 1989.   It was noted that the County essentially forced this and at least one other pension eligible employee to leave the County’s employ when this function was contracted out.  The individuals have since rejoined the County staff as active employees.  The estimated pension liability for this change is $90,000 or an annual cost of $8,000.   Consensus of the committee was that the employee(s) in question was more than likely eligible for some form of retirement benefit offered by the contractor.  There was also concern expressed about potential tax liability.


A motion was made by Mr. Leary, seconded by Ms. Durham, and carried unanimously to not recommend favorable consideration of this proposal to include the length of service with a private contractor as eligible service for County pension benefit calculation purposes for the employee(s). 

7.
Any other additional business properly brought before the Committee

A.
Mr. Craik asked that review of the Retiree Benefits fund performance be added to the regular quarterly agenda. 

B.
Mr. Kujala presented the following report that indicates the pension activity for the previous quarter.  He will submit a similar report each quarter in the future. 
	Pension Payment Date
	Gross $ Paid
	# Recipients
	Comments

	August 1, 2007
	$84,004.56
	134
	

	July 1, 2007
	$81,270.22
	133
	

	June 1, 2007
	$76,169.07
	132
	

	May 1, 2007
	$76,169.07
	132
	

	April1, 2007
	$74,151.41
	131
	

	March 1, 2007
	$71,918.72
	130
	

	February 1, 2007
	$71,979.12
	130
	

	January1, 2007
	$71,069.87
	128
	

	
	
	
	

	Pending Pensions - Type
	Eligibility Date
	Years of Service
	Estimated Benefit

	Active
	09/01/07
	16.9 
	$819.92

	Non-Active
	12/01/06
	5.052
	$150.24


Meeting adjourned at 3:55 p.m.

Next Meeting – typically the next quarterly meeting would be scheduled for Thursday, November 29, 2007 at 2:00 p.m. at Kent County Administrative Complex, but will be formally determined whenever the group meets to interview potential international equity fund managers.  
Minutes drafted by Allan Kujala and are subject to change at a future Committee meeting

