NONVERBATIM MINUTES OF THE MEETING OF THE BOARD OF TRUSTEES, SHERIFFS’ PENSION & RELIEF FUND, HELD AT THE LOUISIANA SHERIFFS’ PENSION FUND IN BATON ROUGE, LOUISIANA AT 10:00 AM WEDNESDAY, FEBRUARY 26, 2014.
Active Sheriff William Hilton, President
Active Sheriff Willy Martin, Secretary/Treasurer 

Active Sheriff Jeffrey Wiley

Active Sheriff Mike Waguespack
Retired Sheriff Wayne McElveen

Retired Sheriff Ken Goss

Active Deputy Calvin McFerrin

Active Deputy Ronnie Morse

Active Deputy Sharon Cutrera

Retired Deputy Don Rittenberry
Retired Deputy Joey Alcede
Retired Deputy Graham Hendricks

Executive Director Osey McGee, Jr.

Executive Director Osey McGee then recognized the newest Board member, Sharon Cutrera. She is the Chief Financial Officer in Calcasieu Parish, and was elected to the Board on November 20, 2013. McGee stated that she would be an excellent addition to the Board. 

Sheriff Hilton then thanked Board members and guests for attending, and asked the audience members to introduce themselves. Others in attendance included Robert Klauser, Attorney, Klausner, Kaufmann, Jensen & Levinson; Bill Madden, Russell Consulting; Greg Curran, Actuary, Curran & Co.; as well as several parish representatives. Pension Fund staff members in attendance included Keith Duplechain, Lacey Weimer, Chris DeWitt, Ashley Pridgen and Katie Thiebaud. 

Financial and Market Reports

Executive Director Osey McGee, Jr., along with Dr. Bill Madden and Investment Analyst Chris DeWitt, presented the following:

Performance Highlights 

Fiscal Year 2014 – 1st half (ended 12/31/13)

· One of the best starts in recent years, despite economic and political uncertainties, such as:

· Fears over the Fed beginning to taper QE

· Fed announced in December that tapering would begin January of 2014

· Uncertainty over the next Fed Chairman

· Yellen nominated in October

· Mixed economic reports

· Worries of a Syrian conflict

· Contentious congressional debates

· Budget resolution

· Led to government shutdown

· Congress passed two year budget resolution

· Debt Ceiling

· Total Fund return through Dec. 31, 2013 =  12% (NOF)

· MVA at 12/31/13 = estimated 2.531B. (new all-time high)

Fiscal Year 2014 – 3rd Quarter (began Jan 1, 2014)

· Rough start to the 3rd quarter
· Increased volatility in the market
· QE tapering 
· Slowdown in Emerging Markets
· Corporate earnings have exceeded expectations
· Somewhat offset by lower revisions to earnings growth forecast 
· Disappointing job and manufacturing data
· Severe winter weather could be to blame
· The Fund benefited from broad diversification
· Fixed income, hedge funds, and real estate helped offset the drop in equities
· Estimated return for:
· Month of January equaled (1.5%) Net of Fees
· Fiscal year-to-date equaled 10.3% Net of Fees
· Estimated Market Value Assets at 1/31 equaled $2.508 billion
· Up an estimated $255 million Fiscal year-to-date
· February saw a bounce back in equity markets
· S&P 500 closed near all-time high on February 24th
· Optimism that economy is strong enough to support QE tapering
· Congress appeared more willing to compromise
· Passed “clean” debt ceiling bill
· Lessen economic drag from congressional inaction
· Positive start to Fed chairman transition
· Continuing current Fed course with focus on unemployment
· Fiscal year-to-date return through February 24th equaled an estimated 12%+ *
* (Subsequent note: the Fund ended Feb. 2014 with a return of 14.1% NOF)
· Closed February 24th with estimated Market Value Assets of $2.586 billion
** All performance numbers are unaudited estimates

Market Outlook - Fiscal Year 2014


Reasons for Optimism:
· U.S. economy continues to improve albeit at a slow pace
· U.S. political gridlock has lessened
· Yellen should continue on current Fed path
· EU appears to have stabilized 
· Less austerity and reassurances from the ECB
Causes for concern:

· What effect will QE tapering have on the markets?
· Will the economic growth support current valuations?
· Overall slowdown in Emerging Markets

· Led by China, 2nd largest economy

· Will economic data continue to support current valuations?

Investment Committee
Investment Committee Vice-Chairman Ronnie Morse gave the Investment Committee report in place of Chairman Don Rittenberry, who was unable to attend the last Investment Committee meeting. He reported that the Investment Committee last met on February 12, 2014 at 9:30 A.M. A detailed performance report and asset allocation review was given to the Committee members. The Director presented a funding status of new strategies recently approved by the Committee and the Board as follows: 

· Guggenheim: a High Yield Bond Fund which has been implemented and has been performing well.
· Grosvenor: an Opportunistic Credit Fund which has been partially implemented, as they are finding suitable investments.
· Blackrock: an Opportunistic Credit Fund which has been fully funded.
· Ashmore: an Emerging Market Debt Fund which had lengthy contract issues that have since been resolved, but the strategy has not been funded. Morse stated that recommendations regarding this strategy would follow the report. 
In addition, Morse said the Committee was notified that Russell Investments parent company, Northwestern Mutual, had made a decision to evaluate the sale of Russell Investments. Paul Gillis gave an update on information available at that time. 

Gillis also presented an introduction to asset class review as part of manager due diligence and recent news in the markets. The Committee heard performance and outlook reports on Emerging Markets and Commodities. Morse noted that they are an important part of the Fund’s diversification and the long term outlook was positive. The Committee learned that currently, however, and possibly throughout 2014, these strategies may be volatile. Russell informed the Committee that the performance is expected to improve and provide good returns that are not correlated to other asset classes, and their recommendations remained positive on these strategies. 

Next on the agenda, Paul Gillis presented on asset classes that the Fund does not currently use. The presentation explained All Capital Equity Funds and Absolute Return Bond Funds. The Committee deferred any interest or action on these strategies until further discussions and recommendations from Dr. Bill Madden at a later date. 

Last on the agenda was a discussion by Dr. Bill Madden on new strategies the Fund could possibly consider in 2014.

Morse then presented recommendations from the Investment Committee. Several new strategies had been added in the last few months to further diversify the Fund’s portfolio. The Committee voted not to implement any additional strategies at the time, but to continue to monitor the performance of new strategies for further allocation and focus on managing current strategies to market conditions and policy. Because of the current situation in Emerging Market Debt, the Committee voted not to implement the Ashmore’s Emerging Market Debt Fund until further clarification of the asset class performance is monitored over the coming months. Sheriff Willy Martin motioned to approve these recommendations from the Investment Committee, and Don Rittenberry seconded. 

Following the recommendations, Bill Madden updated the Board members on the potential sale of Russell Investments by its parent company Northwestern Mutual. He assured the Board members that Russell’s clients will always be their first priority, and that he would keep the Director informed as new developments occur. 

Funding Study Committee

Funding Study Committee Chairman Mike Waguespack reported on the December 18, 2013 meeting in which the Committee considered the impact of two requests for changes to the Fund’s benefit structure. 

The first proposal considered originated at a recent meeting of the LSA in which the Board was asked to study reducing members’ maximum benefit eligibility from 100% of final average compensation. 

The request was made primarily out of concern over rising employer contribution rates resulting from the historical recession of 2008-2009. 

Discussion and a presentation by the Director followed.  The Committee concluded that the minimal potential cost savings of reducing the benefits cap for members would potentially unfavorably impact members’ careers and may possibly require changes in the law lowering the savings created by the Fund’s major reform legislation enacted in 2011.  The Committee considered the possibility that legislation lowering the cap could potentially result in a cost to the Plan, rather than a savings. 
Over time, the savings measures the Board has already taken in 2007, 2011 and since are likely to provide a better solution in helping to control contribution rates and assist in maintaining the Fund on a sound basis for the foreseeable future. Sheriff Waguespack reported that the Committee did not recommend implementing this proposal. 

The second proposal considered was an in-service distribution, or “working retirement” which would allow for participants who have attained the age of 62 to take in-service distributions even if they have not separated from service. Waguespack stated that after studying it, the Committee learned that from an actuarial standpoint, it would be cost prohibitive and unhealthy for the Plan. In addition, because of the actuarial cost, it would increase contribution rates, and would not be well received by the legislature. The Committee did not recommend implementing this proposal. 
Don Rittenberry made a motion to approve the recommendations made by the Funding Study Committee. Sheriff Mike Waguespack seconded, and the motion passed.

Legislative/Benefits Committee
Sheriff Jeff Wiley reported on the most recent Legislative/Benefits Committee meeting on behalf of the chairman of the Committee, Retired Sheriff Hal Turner, who was unable to attend the meeting. He reported that the Committee conducted a meeting on December 18, 2013 upon adjournment of the Funding Study Committee. The meeting was held to consider the Fund’s legislative agenda for the upcoming legislative session. Members of each Committee attended both meetings. 

The Director reported that with recent changes in the law, the requirements for filing pension legislation were that legislation should be advertised by December 31, 2013, and January 24th 2014 was the deadline for pre-filing pension legislation. 

No requests for legislation were submitted by Board members. 

A discussion of the employer contribution rate was conducted, and the Director gave a presentation explaining progress that had been made in the required contribution rate set by the annual actuarial valuation. He also explained that while the Fund has made progress this year, any legislation put forth by the Pension Fund for the upcoming session that had an actuarial cost would further increase the sheriffs’ contribution rate. 

Next on the agenda, the Committee discussed a cost of living increase for retirees. The Committee was given an idea of what granting a COLA in the next year would cost. Director McGee again explained that, because the Fund had not yet reached the “excess earnings” requirement in the law, any COLA given would require legislative approval and an increase in the required contribution rate. 

The Director reported that with the good start to the fiscal year, and the progress of recent years in recovering from the severe recession, the Board had reason to be optimistic that the Fund may be in the position to grant a COLA upon receipt and approval of this fiscal year’s actuarial valuation results. It is contingent upon closing the fiscal year near or above current levels in the economy and investment markets, along with other factors. 

Wiley added that with another potentially difficult session, the Committee believes it is in the Fund’s best interest to sponsor only a small legislative package, with no actuarial costs, and should be prepared to monitor and oppose any bills that may be detrimental to the Fund and its members. 

The Committee studied and approved one bill for recommendation to the Board, making changes in the terms of the Board president and secretary treasurer. Senator Guillory agreed to author the bill, and the attorney for the Senate, Margaret Corley, handled the advertisement and pre-filing. Wiley extended appreciation to both Guillory and Corley. 

Wiley concluded his report and called upon the Director to explain the proposed legislation in greater detail. McGee recommended to the Board legislation that would change the office of Secretary Treasurer to Vice President, because the duties assigned to the Secretary Treasurer in the law were outdated and no longer practical. He noted that the position of Vice President did not necessarily mean they were next in line to become president. The legislation would also include changing the terms of the President and Vice President to 3-year, staggered terms. 

After hearing these recommendations, Don Rittenberry motioned to approve the proposed legislation, and Graham Hendricks seconded. The motion passed unanimously.
 

Sheriff Hilton called upon the Director to move on to the Executive Committee report. Audit reports were handed out to the Board members, and Ronnie Morse reported to the Board that it showed a clean audit, with no deficiencies or findings. Sheriff Hilton commended the Pension Fund Board and Staff for another year of an excellent audit report. 

Actuarial valuation reports were then passed out to the Board members. A presentation of the highlights of the actuarial valuation report was given by the Director and Actuary Greg Curran. The presentation included the Plan’s census summary, as well as a financial summary. The Funding Deposit account was also reviewed, and McGee noted that in past years, the Fund has been able to “buy down” the employee contribution rate with excess earnings from the Funding Deposit Account. Last fiscal year, the Funding Deposit Account was depleted when the Fund decreased the required contribution rate from 14.75% to 13.89%. The actuarial valuation showed this fiscal year’s required contribution rate to be 14.25%. 

Sheriff Mike Waguespack made a motion to approve the annual audit report and actuarial valuation. Graham Hendricks seconded the motion, and it passed unanimously.

After further explanation from the Director, and discussion amongst the Board members, Sheriff Waguespack made a motion to adopt the 2014-2015 employer contribution rate, increasing the employer contribution rate from 13.89% to 14.25%. Don Rittenberry seconded and the motion passed.
 

Discussion and Informational Items

Moving on to discussion and information items, Director McGee briefly reviewed GASB 67 and 68 which will change the reporting requirements of both the Pension Fund and sheriffs’ offices. A seminar was held in November for sheriffs and chief financial officers, with presentations by the Fund’s actuary and the legislative actuary. The response from the Sheriff’s offices was good, with 24 parishes represented in attendance. The Pension Fund staff is planning on holding another seminar later in the fiscal year. 

Keith Duplechain gave a report on the liaison workshop held in December. He informed the Board members that it was the Fund’s 3rd time conducting the workshop. 64 sheriffs’ office employees attended, from 29 parishes. Attendees heard presentations all day on every aspect of the Pension Fund. Duplechain said these workshops can be especially helpful through administrative changes. He also thanked LSA for providing their building and Ronnie Morse and his cooking crew for providing lunch for the attendees. 

Sheriff Hilton called for a motion to approve the following action items: 

· Ratify 11/06/13 Board meeting minutes

· Applications for reciprocal recognition of service and transfers, and Don Rittenberry seconded. The motion carried.

· Applications for retirement, backdrop, disability and survivor benefits.
 
Graham Hendricks made the motion to approve the action items, and Sheriff Mike Waguespack seconded. (6, 7, 8)
Executive Session

President Hilton announced to the audience that the Board would be going into executive session for the Executive Director’s and Legal Counsel’s report to the Board on personnel and legal matters. 
Regular Session

The Board returned to regular session. Counsel stated that the record should show that no action was taken during executive session. Sheriff Mike Waguespack made a motion to follow the advice and recommendations of legal counsel Robert Klausner, Attorney, and to provide authorization to him as well. Don Rittenberry seconded, and the motion carried.9 
Adjourn

With no further business to consider, Sheriff Hilton adjourned the meeting and offered a prayer of grace for the luncheon meal.
I hereby certify to the best of my knowledge and belief that the above and foregoing is a true and correct synopsis of the proceedings of the meeting of February 26, 2014.
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Sheriff William Hilton, President
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Sheriff Willy Martin, Sec. Treasurer
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Osey McGee, Jr. Executive Director

Motions and Concurrences: 

� Investment Committee Recommendations 


� Funding Study Committee Recommendations 


� Legislative/Benefits Committee Recommendations


� Approval of Audit Report and Actuarial Valuation


� Approval of 2014-2015 Employer Contribution Rate 


� Ratify 11/06/13 Board Meeting Minutes 


� Applications for Reciprocal Recognition of Service and Transfers


� Applications for Retirement, BackDROP, Disability and Survivor Benefits


9 Follow advice and recommendations of legal counsel and give him authorization
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