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KENT COUNTY PENSION REVIEW COMMITTEE

Meeting Minutes

Thursday, November 19, 2009
Kent County Administrative Complex
555 Bay Road, Dover, DE

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





Members Absent:

David Craik, Chairman 



Thomas Leary

Kelly Crumpley




Georgette Williams, ex-officio
Susan Durham
Duke Strosser
Guests Present:
Frank Carofano – Segal Advisors, Inc.

Allan Kujala, Personnel Director

Cathleen McLean, Payroll Administrator

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

1.
Approval of the Minutes from August 13, 2009 meeting.
A motion was made by Ms. Durham, seconded by Mr. Crumpley, and carried unanimously to approve the meeting minutes for the annual lunch meeting held on August 13, 2009.
2.
Segal Advisors – 3rd Quarter 2009 Fund Performance Report.
Mr. Carofano presented “An Analysis of Investment Performance through September 30, 2009".  He reported the value of total pension assets was $20,914,514 with a quarterly increase of $1,229,760 ($1,725,795/investment gains, $22,805/income, $4,089/fees, $514,751/ withdrawals,). At quarter’s end 49.69% of the assets were invested in equities, 6.92% in international equities, and 43.39% in fixed income.  For the quarter, the County pension fund returned 8.95%, underperforming the 11.14% Policy index.  For the one year period, the Total Fund outperformed the Policy Index 2.45% vs. 1.75%, and for the three year period it outperformed the Policy Index -0.38% versus -0.51%.  

INTECH (Large Cap Growth – 24.65%) underperformed for the quarter with a return of 11.32% compared to 13.97% for the Russell 1000 growth index. For the one year, INTECH was behind the comparative index returning -5.26% compared to -1.85% for the index, and maintains a 2.90% rate compared to 1.72% for the index since inception.  


Wedge (Large Cap Value – 25.04%) underperformed for the quarter with a return of -14.95% compared to 18.24% for the Russell 1000 value index. The Wedge investment returns for the one year period are –8.21% compared to -10.62% for the index and maintains a 2.42% return rate compared to 0.90% for the index since inception.


McKinley (International – 6.92%) was established December 1, 2007 and continued to underperform during the quarter with a return of 14.12% compared to 19.47% for the MSCI NET EAFE index. The McKinley investment returns for the one year period are -8.40% compared to 3.23% for the index and it maintains a -26.02% return rate compared to -16.44% for the index since inception.


Amalgamated (Fixed Income – 43.39%) was established on March 30, 2008, and outperformed the index during the quarter with a return of 4.01% compared to 3.74% for the Lehman Aggregate Bond index. The Amalgamated investment maintains a 7.55% return rate compared to 6.36% for the index since inception.


Mr. Carofano said that the County’s pension plan is performing “okay” in this market environment.  He reported that the firm had performed some due diligence with INTECH and were withholding a recommendation at this time with regard to changing the large cap equity fund manager. 


With regard to McKinley, Mr. Carofano presented a memorandum about Segal’s efforts to assess performance concerns.  It said Segal recently reviewed performance issues with the founder of the firm and discussed the impact of the 80% quantitative and 20% qualitative process used for the selection of international equities for the fund. He explained that McKinley looks for companies with positive momentum, but the recent stock market rise has favored low quality exposures (deep value, negative momentum and leverage).  McKinley is analyzing the factors used to assess the momentum component of their selection model and is considering avoiding those companies that excessively access the capital markets.  McKinley is expected to continue to underperform as long as the Momentum and Growth risk factors are out of favor.
3.
OPEB Pool – 3rd Quarter 2009 Local Gov’t Retiree Benefits Performance Report.
Chairman Craik reported that the Delaware Local Government OPEB Pool fund had performance gains of 12% for the quarter, +17.7% for calendar year to date, and +6.5 for one year period.  He reported that the State Pension fund performance was up 11.3% for the quarter, +18% for year to date and +5.2% for the one year period. 
4.
Mid-term Pension Valuation (01/01/2010) recommendation.
Mr. Kujala recalled that the pension fund actuary, SMART Business Advisory & Consulting Services, had indicated at the last meeting that a mid-term actuarial valuation as of January 1, 2010 may result in a reduced annual contribution, if the stock market recovered in 2009 as expected. The actuary suggested that an annual contribution reduction of up to $250,000 might be realized if the pension fund recouped at least half of the losses experienced in 2008. The Actuary also advised that an annual valuation would cost $8,500 as submitted in the RFP response approved last year.

In addition, Mr. Kujala reported that SMART estimated a fee of $3,000 - $5,000 to explore the impact and transition of the actuarial assumptions from those developed by the previous actuary – AON Consulting. 


Mr. Craik asked that SMART specifically itemize the services that would be provided for the fee proposed for the assumptions transition.

A motion was made by Mr. Strosser, seconded by Ms. Durham, and carried unanimously to recommend to Levy Court that annual pension valuations be conducted as permitted in the pension ordinance especially in light of the continued volatility of the stock market.   
5.
Staff – Employee Pension Statements Report.
Mr. Kujala reported that all employees included in the January 1, 2009 pension valuation had been sent a Pension Benefits Statements prepared by SMART in a new format featuring a colored pie chart indicating the percentage of retirement income that may be provided by the pension plan, Social Security and the amount an employee would need to set aside for retirement to achieve 80% of income. He said no negative comments had been received from employees about the format change. 

6.
Staff – Timing of assets transfer to State Pension Office management.
Mr. Kujala noted that Levy Court had left the timing of the pension assets transfer to the State Pension Office up to the Committee, which to date has determined the transfer should wait until market conditions stabilized. 

There was much discussion including a suggestion from Mr. Carofano that a portion of the assets be invested with the State plan and the remainder retained in active management.


Since Sussex County currently invests some pension funds with the State, staff was asked to inquire as to how their investment policy was crafted to achieve a balanced portfolio.


Ultimately, it was the consensus of the Committee to continue to wait on the transfer.
 7.
Staff – Quarterly Pension Activity Report.



Mr. Kujala presented the Quarterly Pension Activity Report to keep the Committee members apprised of the annual and monthly administrative changes to the pension fund. He noted that the report showed all the participants in the retirement incentive (PI).  A summarized version of the report is presented below:
	Pension Payment Date
	Gross $ Paid
	# Recipients
	Comments

	November 1, 2009
	$154,435.89
	173
	

	October 1, 2009
	$154,435.89
	173
	-1(R); +1 (B)

	September 1, 2009
	$154,435.89
	173
	+1(P)

	August 1, 2009
	$154,235.68
	172
	+1(R/PI)

	July 1, 2009
	$151,768.04
	171
	+12(R/PI); +1(P); -1(R) 

	June 1, 2009
	$124,794.68
	159
	+13 (R/PI); +1 (B)

	May 1, 2009
	$100,373.41
	145
	+1(R/PI)

	April 1, 2009
	$96,188.11
	144
	-1(R)

	March 1, 2009
	$97,359.44
	145
	

	February 1, 2009
	$97,359.44
	145
	+2(R)

	January 1, 2009
	$95,195.74
	143
	+1(R)

	
	
	
	

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

	
	
	
	

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

	(B)
	10/01/09
	CC10 (husband)
	$342.40 (Pension expires 11/30/2018)

	-(R)
	10/01/09
	
	-$342.40 *Died 08/26/09 w/CC10 beneficiary

	(P)
	09/01/09
	5.65yrs/62
	$200.21/CA100%

	(R) Comm Srvs/Parks
	07/01/09
	18.9yrs/60
	$2,467.64/Life w/+5 yrs PI

	(R) Public Works/WWF
	07/01/09
	30yrs/57
	$1,925.87/CA100% + $15K PI

	(R) Planning Srvs/Planning
	07/01/09
	32.9yrs/58
	$4,042.03/Life  w/+5yrs PI

	(R) Assessment Office
	07/01/09
	23.21yrs/55
	$2,006.76/CA50%  w/+5yrs PI

	(R) Receiver of Taxes Off.
	07/01/09
	25.7yrs/59
	$1,424.43/Life  w/+5yrs PI

	(R) Assessment Office
	07/01/09
	8.8yrs/62
	$1,482.67/Life w/+5yrs PI

	(R) Public Works/WWF
	07/01/09
	13.9yrs/71
	$2,099.07/CA50% w/+5yrs PI

	(-R)
	06/16/09
	
	-$623.32 (Retired 01/05/1981)

	(B)
	06/01/09
	CC5 (husband)
	$1,171.33 (Pension expires 08/31/2013)

	(P)
	12/01/08
	18.55yrs/60
	$690.31/CC5

	(R) Assessment Office
	06/01/09
	21.23yrs/69
	$2,119.25/Life w/+5yrs PI

	(R) Community Services
	06/01/09
	35.95yrs/59
	$5,944.79/Life w/+5yrs PI

	(R) Finance
	06/01/09
	27.77yrs/74
	$2,211.13/Life  w/+5yrs PI

	(R) Administration
	06/01/09
	29.8yrs/66
	$2,296.68/Life w/+5yrs PI

	(R) Public Safety/Emer Mgt
	06/01/09
	8.7yrs/64
	$1,233.39/CC10  w/+5yrs PI

	(R) Recorder of Deeds Off.
	06/01/09
	29.4yrs/62
	$2,178.48/Life  w/+5yrs PI

	(R) Receiver of Taxes Off.
	06/01/09
	21.28yrs/58
	$1,490.73/CA50%  w/+5yrs PI

	(R) Assessment Office
	06/01/09
	10.8yrs/68
	$995.03/Life  w/+5yrs PI

	(R) Recorder of Deeds Off.
	06/01/09
	7.7yrs/62
	$612.99/Life  w/+5yrs PI

	(R) Administration-Pers.
	06/01/09
	21.6yrs/55
	$2,018.48/Life  w/+5yrs PI

	(R) Recorder of Deeds Off.
	06/01/09
	19.49yrs/62
	$1,254.29/Life  w/+5yrs PI

	(R) Comm Srvs/Parks
	06/01/09
	31.68yrs/51
	$2,167.31/CA50% w/+5yrs PI

	(R) Comm Srvs/Libraries
	06/01/09
	15.67yrs/62
	$1,130,41/Life  w/+5yrs PI

	(R) Receiver of Taxes Off.
	06/01/09
	21.75yrs/61
	$1,490.00/CA50%  w/+5yrs PI

	(R) Public Works/WWF
	06/01/09
	31.66yrs/58
	$2,763.45/Life  w/+5yrs PI

	(R) Public Works/WWF
	06/01/09
	29.7yrs/56
	$2,492.40/Life  w/+5yrs PI

	(R) Comm Srvs/Libraries
	05/01/09
	14.91yrs/69
	$2,038.96/CA50%  w/+5yrs PI

	(R) Finance
	05/01/09
	21.87yrs/66
	$1,989.92/Life  w/+5yrs PI

	-(R)
	04/01/09
	
	-$1,171.33 *Died 02/25/09 w/CC5 beneficiary

	(R)Public Works/Fac. Mgt
	03/01/09
	19.86yrs/61
	$878.19/Life + $15K PI

	(R) Public Safety/9-1-1
	03/01/09
	35.39yrs/58
	$4,186.68/Life w/+5 yrs PI

	(R) Comptroller’s Office
	01/01/09
	15.83yrs/62
	$982.04/Life

	(R) Recorder of Deeds Off.
	01/01/09
	19.23yrs/64
	$1,181.66/Life


8.
Any other additional business properly brought before the Committee:
None
9.
Next Meeting.

By consensus, Committee members agreed to schedule the next regular meeting for Thursday, February 18, 2010 at 2:00 p.m.

A Special Meeting may be scheduled in January 2010 to review the pension valuation assumptions, once the details requested from the Actuary are received.   

Meeting adjourned at 3:10 p.m.

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

