
KENT COUNTY PENSION REVIEW COMMITTEE 

Quarterly Meeting Minutes 

Thursday, February 18, 2016 

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   Georgette Williams, ex-officio 

Susan Durham, Vice-Chair      

Kristopher Connelly    

Christopher S. Smith 

Ronald D. Smith  

 

Others Present: 

Allan Angel, Levy Court Commissioner 

Joe Connors, INTECH 

Allan Kujala, Personnel Director 

Tanya Laytin, Segal Rogerscasey 

Michael Petit de Mange, County Administrator 

  

Chairman Craik presiding. 

 

Call of the roll revealed a quorum was present.    

 

1. Approval of the Minutes of November 19, 2015 meeting. 

 

A motion was made by Ms. Durham, seconded by Mr. Connelly, and carried unanimously to 

approve the minutes for the meeting held on November 19, 2015. 

 

2. Segal Rogerscasey – 4
th

 Quarter 2015 Fund Performance Report. 

 

Senior Analyst Tanya Laytin presented an “Analysis of Investment Performance” through 

December 31, 2015. The report showed the value of total pension assets was $32,973,117 

with a quarterly increase of $415,936 (+$956,617/investment gains, +$43,705/income, -

$584,385/withdrawals). At quarter’s end 50.24% of the assets were invested in domestic 

equities, 9.06% in international equities, 9.76% in global tactical asset allocation (balanced), 

30.32% in fixed income, and 0.63% in cash. For the quarter, the County pension fund 

returned +3.06%, slightly under the +3.46% Policy index. For the one year period, the Total 

Fund underperformed the Policy Index +0.77% vs. +0.99%, and for the three year period it 

outperformed the Policy Index +9.68% versus +8.36%. Since inception, the Total Fund has 

returned +9.80% compared to +9.00% for the Policy Index.  

 INTECH (Large Cap Growth – 25.19%), which started December 1, 2003, 

underperformed for the quarter with a return of +6.50% compared to +7.32% for the Russell 

1000 growth index. For the one year, INTECH was behind returning +4.24% versus +5.67% 

for the comparative index, and maintains a +7.66% rate compared to +8.53% for the index 

after 10 years. 
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 Wedge Capital (Large Cap Value – 25.67%), which started October 1, 2004, 

underperformed for the quarter with a return of +5.15% compared to +5.64% for the Russell 

1000 value index. The Wedge investment returns for the one year period are +0.05% 

compared to -3.83% for the index and maintains a +7.05% return rate compared to +6.16% 

for the index after 10 years. 

 Rogerscasey Target Solutions Large Cap Core International (International – 9.06%), 

which started on June 1, 2013, underperformed for the quarter with a return of +4.50% 

compared to +4.71% for the MSCI NET EAFE index. The international investment returns 

were +0.65% compared to -0.81% for the index after 1 year. 

 Invesco Balanced-Risk Allocation (GTAA – 9.76%) was established May 1, 2014 and 

underperformed for the quarter with a return of +0.23% compared to +3.18% for the 

60%MSCI World/40% Barclays Aggregate.  The balanced risk investment returns were -

3.15% compared to +0.26% for the index after 1 year. 

 Rogerscasey Target Solutions Core Fixed Income (Fixed Income – 30.32%), started 

on January 1, 2015, and matched the index for the quarter with an even return of -0.57% 

compared to -0.57% for the Barclays U.S. Aggregate Bond. The Bond composite investment 

returns for the one year period are +0.13% compared to +0.55% for the index and maintains a 

+4.68% return rate compared to +4.52% for the index after 10 years. Amalgamated Bank 

LongView was the previous fund manager (May 1, 2008 – December 31, 2014).  

 Ms. Laytin reported that the worldwide equity markets were positive in Q4, although 

January’s market performance reversed much of those gains. She noted that fixed income 

markets continue to lag even though the Federal Reserve finally raised the target interest rate. 

She pointed out that the plan’s overweight in equities helped end the year on the positive side 

despite very modest market wide returns in 2015.    

 

3. OPEB Pool – 4
th

 Quarter 2015 Local Gov’t Retiree Benefits Performance Report. 

 

The State Pension Office reported that the Delaware Local Government OPEB Pool fund 

experienced a quarterly gain of +2.7% compared to +6.3% for the Russell 3000 policy index, 

and was -0.3% for the one year period compared to +0.5% for the index.  The State Pension 

fund performance was reported as +0.5% for the quarter compared to +2.8% for the DPERS 

Policy Benchmark and -0.9% compared to -0.6% for the one year period.  

 The unaudited OPEB quarterly report showed a market balance of $13,551,932.30. 

From October 1, 2015 through December 30, 2015, the County’s portion of the fund (4.68%) 

increased by 2.5% (+$33,099.96 interest, +$49,772.90 dividends, +$1,272.42 net 

change/accrued income, +$244,400.10 unrealized gain/loss, +$3,560.71 realized gain/loss, $-

76.21 custodian fees, and -$1,148.32 investment manager/advisory fees). 

 

4. INTECH –Portfolio Performance Update (Joe Connors). 

 

 Managing Director Joe Connors, Jr. presented a portfolio review for the pension plan’s large 

capitalized growth fund allocation managed by INTECH since December 1, 2003. The 
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manager uses a strict mathematical investment process to robustly, accurately and timely 

estimate stock-price volatilities and correlations, then finds the most efficient portfolio 

configuration and determines trading bands for stock, then efficiently captures gains via a 

proprietary trading system as stocks hit those bands. Mr. Connors explained that the 

mathematical process strictly controls the fund’s level of investment in each sector and each 

stock, which had a negative effect in 2015 since a handful of top performing technology 

stocks dominated market performance.  In fact, the contribution of the ten largest names in 

the overall market was 93% in 2015 vs. the median of 33% over the past 20 years.  He said 

the underweight in technology contributed to the poor +3.81% annual return compared to 

+5.53% for the S&P Growth Index, but since inception the fund has achieved an +8.56% 

return compared to +8.33% for the index.   

  Mr. C. Smith confirmed that INTECH performs no research or evaluation prior to 

stock selection, but instead uses a formula to determine where to invest and when to 

rebalance.   

 During discussion following the presentation, it was noted that INTECH’s 

performance has essentially matched the index - a return that could be achieved by 

employing an index fund manager with a much lower fee than the current 52 bps.  

 

5) Staff – Draft Pension Valuation Report. 

 

Mr. Kujala presented a Summary of Preliminary Actuarial Valuation Results of the Pension 

Plan as of January 1, 2016 prepared by new actuary Heath Merlak of the Nyhart Company, 

which was selected last fall to replace Grant Thornton LLC. Nyhart completed a 

comprehensive review of liability calculations and assumptions contained in the 2015 Grant 

Thornton actuarial valuation report and were able to achieve acceptable equivalency.   

 Due in large part to new GASB rules, Nyhart recommended a review of current 

assumptions including:  a) amortization of the unfunded accrued liability; b) the interest rate; 

c) the mortality table, d) annual ad hoc COLA increases, and e) the asset method. 

 The preliminary report noted that: 

 A) Per GASB 68, the County adopted the Entry Age Normal actuarial 

cost method last year with a 20-year amortization, but did not indicate 

whether the period is open or closed. The actuary recommended the period be 

closed; and 

 B)     The interest rate assumption has remained 8% for a number of years, but 

many plans have opted for a lower return rate. The actuary recommended that 

the assumption be reviewed for historical returns, expected future returns 

reflecting current asset allocation; and retirement plan assumption trends; and 

 C)     The previous valuation used the 2000 mortality table with no projections for 

improvement. The Society of Actuaries updated the table in 2014 reflecting 

data from 2004-2008 and also released an updated mortality improvement 

scale as its best estimate of future morality improvement, while the Social 

Security Administration predicts a slower improvement. The actuary 
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recommended the RP2014 table with mortality improvements projected using 

the Social Security Administration scale be used for the 2016 valuation, but 

as an alternative provided a minimum recommendation to incorporate the 

RP2000CH with improvement projections to 2016; and  

 D)     Ad hoc cost of living adjustments have been provided for 19 of the past 25 

years, which along with other information would suggest it is consistent 

enough for the assumptions to reflect the expected increases in benefits paid. 

The actuary recommended that if ad hoc COLAS are to continue to be 

provided, an assumption in the valuation should be reflected to capture the 

liability; and 

 E)      While GASB 67/68 requires the use of market value for accounting purposes, 

plan sponsors can still utilize an asset smoothing method for determining 

annual contributions. The asset return experience for 2015 resulted in lower 

than expected market value (about $2.5 million less), which would result in 

an increase of the recommended contribution by $236,000. However, a five 

year asset method smoothing technique could mitigate the impact of the less 

than expected asset return to about $52,000. The actuary recommended 

consideration of the direct rate smoothing approach featuring a blend of 

current assumptions and updated assumption over a 5-year period, which 

allows the contribution to be smoothed out to meet budgetary constraints.  

 

 For discussion purposes, the actuary’s summary included preliminary 

recommendations as follows: 

*Column illustrates potential impact of interest rate change & COLA. More information required before 

making an actual recommendation on these assumptions; #County normally makes two equal lump sum 

contributions in January and June of the following calendar year, which necessitates interest accrual  

 

 After some consideration, a motion was made by Mr. R. Smith, seconded by Mr. 

Connelly and carried unanimously to recommend to Levy Court that the actuary incorporate 

assumptions based upon the RP2000 Combined Healthy Mortality Table with mortality 

Kent County Pension Plan 
Preliminary Valuation 

Results 
January 1, 2016 

January 1, 
2015 

Valuation 
(01/01/15) 

Valuation w/ 
No Changes 

to Assumptions 
(01/01/16) 

RP2000 mortality 
table projected to 

2016 & 5 year 
Asset Method 

RP2014/SSA 
mortality table 
& 5 year Asset 

Method 

RP2014/SSA, 
5 year Asset Method, 

 7.5% interest rate 
and 2% COLA* 

Actuarial Accrued Liability $42,740,221 $44,759,341 $46,186,132 $48,501,084 $60,727,560 
Actuarial Value of Assets $33,630,887 $33,140,779 $35,146,019 $35,145,019 $35,145,019 
Unfunded Accrued Liability $9,118,334 $11,618,562 $11,041,113 $13,356,065 $25,727,560 
Funded Ratio (Funding) 78.7% 74.0% 76.1% 72.5% 57.7% 
Funded Ratio (GASB) 78.7% 74.0% 71.8% 68.3% 54.4% 
      
Recommended Contribution   PRC recommended   
Employer Normal Cost $654,463 $721,029 $754,781 $814,863 $1,146,048 
Amortization Payment $859,928 $1,095,719 $1,041,261 $1,259,578 $2,347,603 
Payment as of Study Date $1,514,391 $1,816,748 $1,796,042 $2,074,441 $3,493,651 
Payment adjusted to actual dates# $1,649,351 $2,006,371 $1,983,504 $2,290,961 $3,835,301 
Employee Contributions (est.) $172,611 $182,956 $182,956 $182,956 $182,956 
Total Contribution – FY2017 $1,821,962 $2,189,327 $2,166,460 $2,473,917 $4,018,257 
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improvement projected to 2016 with Scale AA and utilize a 5-year smoothing technique to 

mitigate the estimated $236,000 impact of the lower than expected 2015 asset experience, for 

the actuarial pension valuation dated January 1, 2016, with a closed period.  

By consensus, the Committee concurred with the actuary’s recommendation that a 

complete assumption study be prepared for the January 1, 2017 valuation in order to ensure 

the best estimate of liability is being reflected, to avoid large contribution swings due to 

assumption changes, and address potential auditor concerns about the interest rate 

assumption.  

 

6. Staff – Draft 2015 Annual Report to Levy Court. 

 

Mr. Kujala presented a draft annual report to Levy Court for review by the Committee which 

included pension performance information, but still needed OPEB figures and final 

recommendations.   

 Mr. Craik asked Mr. Kujala to incorporate the information from the current meeting 

and asked Ms. Layton to help craft language for the “Comments and Recommendations” 

section. 

 A motion was made by Ms. Durham, second by Mr. Connelly and carried 

unanimously to submit the Annual Report to Levy Court with the updated information. 

 

7. 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: 

 

Quarterly Pension Activity Report 

 
Pension Payment Date Gross $ Paid # Recipients Comments 

February 1, 2016 $187,959.42 190  
January 1, 2016 $187,959.42 190 +1 (R) 
December 1, 2015 $186,844.02 189 +1 (R) 
November 1, 2015 $186,300.26 188  

October 1, 2015 $186,300.26 188  

September 1, 2015 $186,300.26 188  

August 1, 2015 $186,300.26 188 +1 (P) 

July 1, 2015(+2% cola) $185,134.21 187 ($3,617.23) +1 (P); -2 (R); +1(B) 

June 1, 2015 $181,567.44 187  

May 1, 2015 $181,567.44 187 +1 (R) 

April 1, 2015 $179,765.68 186 +2 (R) 

March 1, 2015 $174,380.26 184 -1 (R) 

February 1, 2015 $175,080.66 185 +1 (R); +2 (P) 

January 1, 2015 $173,066.21 182 +1 (R) 

December 1, 2014 $171,906.33 181  

November 1, 2014 $171,906.33 181 +1 (P); +1 (QB)   

October 1, 2014 $171,271.50 179  
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September 1, 2014 $171,271.50 179  

August 1, 2014 $171,271.50 179 +1 (P) 

July 1, 2014 (+1.5% cola) $170,987.66 178 -2 (R); +1 (B) 

    
Pending Pensions - Type Effective Date Service Years/Age Estimated Benefit 
Retiree w/OPEB 03/01/16 6.7 yrs; 62 $392.15/mo. CA50% 
    
Pensions started – Type Effective Date Service Years/Age Monthly Benefit/Type 
+ (R) 01/01/16 13.1 yrs; 63 $1,115.40/mo. CA100% 
+ (R) 12/01/15 8.4 yrs; 65 $543.76/mo. Life 
+ (P) 08/01/15* 25.3 yrs; 55 $1,166.05/mo. Life (retro to 07/01/15) 
- (R) 07/01/15  -$471.01/mo.  Died 06/04/15 
+(B) 07/01/15*  $774.07/mo. Life (retro to 06/01/15) 
- (R) 07/01/15*  -$1,010.21/mo.  Died 05/24/15(retro to 06/01/15) 
+ (P) 07/01/15 18.4 yrs; 60 $656.69/mo. Life 
+ (R) 05/01/15 25.1 yrs; 61 $1,801.76/mo. Life 
+ (R) 04/01/15 25.1 yrs; 63 $1,898.26/mo. CA50% 
+ (R) 04/01/15 15 yrs; 60 $3,487.16/mo. Life 
-l (R) 03/01/15  -$700.40/mo. Died 02/11/15 
+ (P) 02/01/15 11.9 yrs; 62 $627.24/mo.  CA50% 
+(R) 02/01/15 8.75 yrs; 63 $688.50/mo. Life 
+ (P) 02/01/15 11.2 yrs; 62 $810.92/mo.  CA50% 
+(R) 01/01/15 18.8 yrs; 64 $1,159.88/mo.  CA50% 
+ (QB) 11/01/14  $153.25/mo. CA100% W/QDRO & retro to 02/13 
+ (P) 11/01/14 16 yrs; 60 $481.58/mo. CA100% W/QDRO & retro to 02/13 
+ (P) 08/01/14 8.4 yrs; 62 $283.84/mo. CA50% 
+ (B) 07/01/14  $492.76 @ 50% as surviving spouse for life 
- (R) 07/01/14  -$1,005.22/mo. Died 06/13/14 
- (R) 07/01/14  -$1,511.61/mo. Died 06/11/14 

R=Retiree from active service; P=Pensioner, vested former employee; B=Beneficiary of deceased participant; QB=QDRO 

beneficiary; *benefit addition or deletion retroactive to eligibility month.  Life=Life Annuity; CA=Contingent annuitant (beneficiary) 

& %; CC=Continuous & certain for # years 

  

2015 Annual Pension Activity Report 

 
Pension Payment Date Gross $ Paid # Recipients Comments 

December 1, 2015 $186,844.02 189 +1 (R) 
November 1, 2015 $186,300.26 188  

October 1, 2015 $186,300.26 188  

September 1, 2015 $186,300.26 188  

August 1, 2015 $186,300.26 188 +1(P) 

July 1, 2015(+2% cola) $185,134.21 187 ($3,617.23) +1 (P); -2 (R); +1(B) 

June 1, 2015 $181,567.44 187  

May 1, 2015 $181,567.44 187 +1(R) 

April 1, 2015 $179,765.68 186 +2(R) 

March 1, 2015 $174,380.26 184 -1(R) 

February 1, 2015 $175,080.66 185 +1(R); +2(P) 

January 1, 2015 $173,066.21 182 +1(R) 

    
Pending Pensions - Type Effective Date Service Years/Age Estimated Benefit 
+1(R) 01/01/16 13.1 yrs; 63 $1,115.40/mo. CA100% 
+1(R) 03/01/16 6.7 yrs; 62 $392.15/mo. CA50% 
    
Pensions started – Type Effective Date Service Years/Age Monthly Benefit/Type 
+(R) 12/01/15 8.4 yrs; 65 $543.76/mo. Life 
+(P) 08/01/15* 25.3 yrs; 55 $1,166.05/mo. Life (retro to 07/01/15) 
- (R) 07/01/15  -$471.01/mo.  Died 06/04/15 
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+(B) 07/01/15*  $774.07/mo. Life (retro to 06/01/15) 
- (R) 07/01/15*  -$1,010.21/mo.  Died 05/24/15(retro to 06/01/15) 
+(P) 07/01/15 18.4 yrs; 60 $656.69/mo. Life 
+(R) 05/01/15 25.1 yrs; 61 $1,801.76/mo. Life 
+(R) 04/01/15 25.1 yrs; 63 $1,898.26/mo. CA50% 
+(R) 04/01/15 15 yrs; 60 $3,487.16/mo. Life 
- (R) 03/01/15  -$700.40/mo. Died 02/11/15 
+(P) 02/01/15 11.9 yrs; 63 $627.24/mo.  CA50% 
+(R) 02/01/15 8.75 yrs; 63 $688.50/mo. Life 
+(P) 02/01/15 11.2 yrs; 62 $810.92/mo.  CA50% 
+(R) 01/01/15 18.8 yrs; 64 $1,159.88/mo.  CA50% 

R=Retiree from active service; P=Pensioner, vested former employee; B=Beneficiary of deceased participant; QB=QDRO 

beneficiary; *benefit addition or deletion retroactive to eligibility month.  Life=Life Annuity; CA=Contingent annuitant (beneficiary) 

& %; CC=Continuous & certain for # years 

 

8. Any other additional business properly brought before the Committee: 

 

 A. None 

 

9. Next Meeting.  

 

By consensus, Committee members agreed to schedule the next quarterly meeting for 

Thursday, May 19, 2016 for the Annual Appreciation Lunch at 12:00 noon at a restaurant to 

be determined later. 

  

 A motion was made by Mr. Connelly, seconded by Ms. Durham, and carried unanimously to 

adjourn the meeting at 3:10 p.m. 

 

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

CY2015 Summary Retirees Pensioners Beneficiaries TOTAL 

ADD 6             4 1 11 

DELETE 3            0 0 3 

     

Net – 2015 3           4 1 8 

Net – 2014 2           0 2 4 

Net – 2013 6           0 0 6 


