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KENT COUNTY PENSION REVIEW COMMITTEE

Meeting Minutes

Thursday, November 17, 2011
Kent County Administrative Complex
555 Bay Road, Dover, DE

Call to Order & Determination of a Quorum: 2:30 p.m.
Members Present: 





Members Absent:

David Craik, Chairman (arrived at 3:00 p.m.)
Duke Strosser
Kelly Crumpley, Vice-Chairman


Georgette Williams, ex-officio

Susan Durham
Thomas Leary

Others Present:
Allan Angel, Levy Court Commissioner
Allan Kujala, Personnel Director

Michael Petit de Mange, County Administrator

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

1.
Approval of the Minutes from August 18, 2011 meeting.
A motion was made by Ms. Durham, seconded by Mr. Leary, and carried unanimously to approve the meeting minutes for the quarterly meeting held on August 18, 2011.
2.
Segal Advisors – 3rd Quarter 2011 Fund Performance Report.
Pension Advisor Frank Carofano of Segal Advisors was unable to attend, but sent copies of an “Analysis of Investment Performance” through September 30, 2011.  The report showed the value of total pension assets was $23,513,020 with a quarterly decline of $3,091,305 ($2,632,454/investment losses, $32,955/income, $2,566/fees, $489,240/withdrawals). At quarter’s end 51.52% of the assets were invested in equities, 9.30% in international equities, 38.52% in fixed income, and 0.66% in cash. For the quarter, the County pension fund returned -9.87%, underperforming the -7.59% Policy index. For the one year period, the Total Fund outperformed the Policy Index 2.12% vs. 1.98%, and for the three year period it outperformed the Policy Index 5.21% versus 4.25%.  Since inception, the Total Fund has returned 9.60% compared to 8.80% for the Policy Index. 

INTECH (Large Cap Growth – 26.16%) underperformed for the quarter with a return of -14.84% compared to -13.14% for the Russell 1000 growth index. For the one year, INTECH was behind the comparative index returning +2.29% versus +3.78% for the index, and maintains a +4.28% rate compared to +3.32% for the index since inception.  


Wedge (Large Cap Value –26.01%) underperformed for the quarter with a return of    -17.21% compared to -16.20% for the Russell 1000 value index. The Wedge investment returns for the one year period are +2.58% compared to -1.89% for the index and maintains a +3.85% return rate compared to +1.60% for the index since inception.


McKinley (International – 9.30%) was established December 1, 2007 and underperformed for the quarter with a return of -21.40% compared to -19.01% for the MSCI NET EAFE index. The McKinley investment returns for the one year period are -11.44% compared to -9.36% for the index and it maintains a -13.85% return rate compared to -9.65% for the index since inception.


Amalgamated (Fixed Income – 38.52%) was established on April 30, 2008, and slightly underperformed the index during the quarter with a return of +3.75% compared to +3.82% for the Lehman Aggregate Bond index. The Amalgamated investment returns for the one year period are +5.19% compared to +5.26% for the index and maintains a +7.13% return rate compared to +6.56% for the index since inception.

Mr. Carofano also forwarded a “Program Flash” report indicating that stock market performance and pension plan assets had improved greatly during the month of October. All the fund managers had bested their respective indices and had recovered about half of the third quarter losses.  
3.
Staff – Actuarial Services RFP Review & Extension Proposal.
Mr. Kujala reported that the existing three-year agreement for actuarial services was set to expire this year and a RFP had been advertised during the months of September and October. He said that nine responses had been received with the lowest cost proposal submitted by the current actuary – Grant Thornton.  After discussing the responses with Chairman Craik, he contacted Grant Thornton and they agreed to extend the existing agreement for a three-year term.  They had proposed a 5% increase in the optional additional services hourly rate for the second and third years. He said the County Attorney reviewed the renewal proposal, and had no objection to the extension or the small hourly rate increase proposal since the total figure fell within procurement policy parameters.
	Actuarial Services
	Pension Valuation
	Pension Statements
	Pension Certificate
	OPEB Valuation
	Add. Services

	
	Annually
	Annually
	Per Retiree
	Biennially
	As needed

	CY2009-CY2011
	$8,550
	$1,260
	$238
	$3,860
	$199/hr

	Grant Thornton
	
	
	
	
	

	CY2012
	$8,550
	$1,260
	$238
	
	$199/hr

	CY2013
	$8,550
	$1,260
	$238
	$3,860
	$209/hr

	CY2014
	$8,550
	$1,260
	$238
	
	$219/hr

	Grant Thornton
	
	
	
	
	




After some discussion about the responsiveness of the current actuary, a motion was made by Ms. Durham, seconded by Mr. Leary, and carried unanimously to recommend to the Levy Court that all of the RFP responses received be rejected and the existing actuarial services agreement extended with Grant Thornton under the terms presented by staff.
4.
Staff – IRS Determination Letter update.
Mr. Kujala reported that Carl Mowery at Grant Thornton had submitted by the September 2, 2011 deadline the additional information requested by the IRS in a letter dated July 28, 2011 related to the pension plan and pending Determination Letter.  He said many of Mr. Mowery’s responses suggested conference calls to address IRS questions about the timeliness of amendments to the plan to achieve compliance with various statutory and tax code changes (which could result in penalties), but to date no conference calls had been scheduled. 
5.
Staff –Proposed Military Service Credit Pension Amendment.
Mr. Kujala reported that Levy Court had discussed a proposed pension amendment in September which would allow employees with prior military service to receive a two-year credit for pension eligibility or benefit purposes.  He advised that the Commissioners referred the proposal to the Pension Review Committee for a cost estimate and recommendation. 

A report prepared by Grant Thornton estimated the increase of Actuarial Accrued Liability to be a lump sum of $350,000 or an additional annual contribution of $31,000 for the proposed 2-year military service credit (extra two-years for pension benefit calculation purposes) or $375,000 lump sum or $33,300 per year for a two-year retirement eligibility credit (extra two-years could be used to achieve pension eligibility). The report also estimated that as an alternative the affected eligible employee could voluntarily contribute an additional two percent of base salary to achieve the proposed Military Service Credit at retirement. 


Commissioner Angel agreed that the intent of the proposal is to honor those employees that served or are serving their country in the military service, which may have prevented them from immediately entering the workforce and earning pension credits. 



Mr. Crumpley and Ms. Durham voiced support for a voluntary style contribution, but wondered about the potential impact of a pending amendment to GASB Statement 27.


Mr. Craik advised that the State Pension plan allows employees with prior military service to purchase up to five years of credit, but not for eligibility purposes and he noted that very few State employees take advantage of the program due to the high cost.  He said State employees are also allowed to match the State’s sick leave payout at retirement to achieve additional pension benefits. 



Mr. Leary commented from a financial standpoint, an individual with assets to purchase the pension benefits would likely earn a greater return through private investment vehicles such as a 401K, 457, etc.  



Mr. Petit de Mange suggested that the two year eligibility credit could have a greater positive impact for both the individual employee with military service and the County if the proposal was limited to achieving pension eligibility only. 



After much discussion, it was the consensus of the group to revisit the issue with the Actuary at the February 2012 meeting.  It was agreed the actuary would be asked to 1) evaluate the potential “Early Retirement Option” style financial impact of the proposal; 2) estimate the potential financial impact of the draft GASB rule on the proposal; 3) evaluate the benefits of allowing two years of military service credit to achieve eligibility only, with a requirement that the individual taking the option immediately retire; and 4) explain how the credit would be applied to individuals retiring within several months of adoption under a voluntary contribution scenario.

Chairman Craik presiding.

6.
OPEB Pool – 3rd Quarter 2011 Local Gov’t Retiree Benefits Performance Report.

Chairman Craik reported that the Delaware Local Government OPEB Pool fund had performance losses of 8.8% for the quarter, and was -7.6% for the one year.  He reported that the State Pension fund performance was 0% for the quarter and +5.5% for the one year period.


The unaudited OPEB quarterly report showed a balance of $9,272,850.10.  From July 1, 2011 through September 30, 2011, the fund decreased in value by 8.8% after expenses  
(+$11,280.97 interest, +$18,121.69 dividends, -$696.67 net change/accrued income,
-$545,411.14 unrealized gain/loss, $23,565.44 realized gain/loss, and -$493.51 fees).

7.
Staff – Pending/Approved Pension Amendment(s) Update.

Mr. Kujala reported that Levy Court approved an amendment to the pension ordinance on October 11, 2011 that waives the pension contribution for any employee on active military duty for a full month or more.  He said the only other pending pension related issue was the military service credit discussed earlier. 
8.
Staff – Timing of assets transfer to State Pension Office management.

Mr. Kujala reported that the Delaware Retirement Investment Pool assets transfer proposal was pulled from the Levy Court agenda in September, since the Committee recommended maintaining the status quo.  He asked if the Committee members were prepared to recommend a course of action at this time. 

After some discussion, it was the general consensus that due to the current volatility of the stock market, it remains wise to maintain the status quo with respect to fund management until the market recovers.
9.
Staff – Quarterly Pension Activity Report.



Mr. Kujala presented the Quarterly Pension Activity Report to keep the Committee members apprised of the administrative changes to the pension fund. A summarized version of the report is presented below:
	Pension Payment Date
	Gross $ Paid
	# Recipients
	Comments

	November 1, 2011
	$157,254.11
	170
	-1 (P); +1(P)

	October 1, 2011
	$157,153.46
	170
	-2 (R); +1(B)

	September 1, 2011
	$157,971.89
	171
	- 1 (R)

	August 1, 2011
	$158,238.12
	172
	+1 (P70)

	July 1, 2011  (+1.8% cola)
	$157,549.16
	171 
	- 3 (R); +3 (B)

	June 1, 2011
	$155.394.85
	171
	

	May 1, 2011
	$155,394.85
	171
	-1 (R); +1 (B)

	April 1, 2011
	$156,235.49
	171 
	+1 (P); -1 (R)  

	March 1, 2011
	$156,289.77
	171
	+1 (R) 

	February 1, 2011
	$154,618.91*
	170
	+1 (R);  *(P) deposit rejected ($119.71)

	January 1, 2011
	$153,617.16*
	169
	*(P) deposit rejected ($119.71)

	
	
	
	

	Pending Pensions - Type
	Effective Date
	Service Years/Age
	Estimated Benefit

	(P70)
	03/01/12
	16 yrs; 62
	$731.51/mo. Life

	(R)
	01/01/12
	27.39 yrs; 55
	$1,485.43/mo. Life

	(B)
	11/01/11
	
	$47.22 @ 50% for surviving spouse for life


	Pensions started – Type
	Effective Date
	Service Years/Age
	Monthly Benefit/Type

	+ (P)
	11/01/11
	11.6 yrs/71
	$205.69 CA 50%; retro $10,490.19 to 08/01/07

	- (P)
	11/01/11
	
	-$105.04 /*Died 10/19/11 w/beneficiary

	- (R)
	10/01/11
	
	-$476.01 /*Died 09/06/11 w/life benefit only

	+(B)
	10/01/11
	
	$312.36 @ 75%  for surviving spouse for life

	- (R)
	10/01/11
	
	-$654.78 /*Died 09/06/11  w/beneficiary

	- (R)
	08/01/11
	
	-$266.23 /*Died 07/24/11 w/life benefit only

	+(P70)
	08/01/11
	16 yrs/60
	$688.96 Life

	+(B)
	07/01/11
	
	$87.92 @ 50% for life benefit only

	- (R)
	07/01/11
	
	-$483.27 /*Died 06/08/11 beneficiary

	+(B)
	07/01/11
	
	$101.56 @ 100% for life split w/brother

	+(B)
	07/01/11
	
	$101.56 @ 100% for life split w/sister

	- (R)
	07/01/11
	
	-$483.27/*Died 06/08/11 w/2 beneficiaries

	- (R)
	06/01/11
	
	-$348.79 *Died 05/19/11 w/pre-deceased beneficiary

	- (R)
	04/01/11
	
	-$1,075.24 *Died 03/29/11 w/life benefit only

	+(B)
	04/01/11
	
	$234.60 @ 50% for surviving spouse for life

	- (R)
	04/01/11
	
	-$483.27 /*Died 03/15/11 w/beneficiary

	 +(P)
	04/01/11
	12.2 yrs/62
	$428.99 Life

	+(R)
	03/01/11
	18.4 yrs*/56
	$1,551.15 Life* granted 2.5 yrs for eligibility purposes

	+(R)
	02/01/11
	12.4 yrs/62
	$1,001.75/CA100%


R=Retiree from active service; P=Pensioner, vested former employee; R/EO=Active Elected Official receiving pension; 

P70=Pensioner w/Rule of 70 benefits; B= Beneficiary of deceased participant

Life=Life Annuity; CA=Contingent annuitant (beneficiary) & %; CC=Continuous & certain for # years

10.
Any other additional business properly brought before the Committee:
None
11.
Next Meeting.

By consensus, Committee members agreed to schedule the next Quarterly meeting for Thursday, February 16, 2012 at 2:00 p.m. or Thursday, February 23, 2012 depending upon the availability of Mr. Carofano and the Pension Actuary.
Meeting duly adjourned at 3:15 p.m.
Minutes drafted by Allan Kujala and are subject to change at a future Committee meeting

