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, JUNE 11, 2014.
Active Sheriff William Hilton, President
Active Sheriff Willy Martin, Vice President 
Active Sheriff Jeffrey Wiley
Active Sheriff Mike Waguespack
Active Sheriff Jay Russell
Retired Sheriff Wayne McElveen
Retired Sheriff Hal Turner
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.

President Sheriff William Hilton called the meeting to order.  Retired Sheriff Hal Turner offered the invocation and Sheriff Jay Russell led the pledge to the American flag.  Roll was called and the full Board was in attendance for the meeting. 
Sheriff Hilton recognized guests in the audience and thanked them for their continued support. Others in attendance included Senate Retirement Committee Attorney, Margaret Corely; House Retirement Committee Attorney, Stephanie Little; Robert Klauser, Attorney, Klausner, Kaufmann, Jensen & Levinson; Dr. Bill Madden, Russell; Gary Curran, Actuary, Curran & Co.; as well as several parish representatives. Pension Fund staff members in attendance included Keith Duplechain, Lacey Weimer, and Katie Thiebaud. 

Financial and Market Reports

Executive Director Osey McGee, Jr., along with Dr. Bill Madden, presented the following:

Performance Highlights:

Fiscal Year 2014 – First half

· It was one of the best starts in recent years. This was driven by QE and an improving economy, with equity markets which continued to reach new all-time highs. 
· The Fund had a strong start, despite economic and political uncertainties.
· There were many negative issues that impacted the markets in the first half of the fiscal year.
· The strong first half helped to build a cushion for market volatility and negative times in the second half of the year. 
· Performance through Quarter ended December 31st:
· Total Fund Return (Net of Fees)
· First Quarter: 5.6%
· Second Quarter: 6.1%
· Fiscal Year to Date: 12.0%
· 1 year: 18.9%
· Market Value Assets equaled an estimated $2.531 billion (a new all time high).
Fiscal Year 2014 – Third Quarter

· Equity markets declined in January after a run up in 2013.
· Investors began to process effects of QE tapering on equity valuations and Emerging Markets.
· Another factor was the weak economic data.
· There was disappointing employment, housing and manufacturing data, with severe weather possibly to blame
· Fortunately, corporate earnings data was overwhelmingly positive.
· However, it was somewhat offset by negative revisions to future earnings growth.
· The Fund benefitted from broad diversification.
· Fixed income, hedge funds and real estate helped offset the drop in equities.
· Estimated Returns:
· Month of January: (1.5%) Net of Fees
· Fiscal Year to Date: 10.3% Net of Fees
· Estimated Market Value Assets at January 31st = $2.508 billion, up an estimated $255 million
· Equity markets bounced back in February, and the S&P 500 reached a new all time high in February.
· Corporate earnings reports continued to exceed expectations.
· There was optimism that the economy was strong enough to support QE tapering, despite disappointing economic data.
· Congress appeared more willing to compromise.

· A “clean” debt ceiling bill was passed, which lessened the economic drag from congressional inaction.
· There was a positive start to the Fed chairman transition, who continued the current Fed course with a focus on unemployment.
· Estimated Returns:
· Month of February: 3.5% Net of Fees
· Fiscal Year to Date return: estimated 14.1% Net of Fees
· Closed February 28th with estimated Market Value Assets of $2.6000 billion (a new all time high). 
· March was a very volatile month that ended with a slight loss.
· Investors became increasingly worried over Russian involvement in Crimea.
· Led to annexation of Crimea
· Economic sanctions by the West
· Effects on Global Economy
· Europe and Russia have large economic ties
· Comments by the Fed chairman also created unease in the markets.
· Led many to speculate a rise in the Fed Funds rate sooner than expected.
· Fed also moved away from the 6.5% unemployment and 2.5% inflation rate targets.
· It was a month of lackluster economic data, still being attributed to severe winter weather.
· March ended with another positive quarter.
· Estimated Returns:
· Month of March: (0.1)% Net of Fees
· Quarter Ended March 31: 1.8% Net of Fees
· Fiscal Year to Date return: estimated 14% Net of Fees
· Closed March 31st with estimated Market Value Assets of $2.598 billion
Fiscal Year 2014 – Fourth Quarter

· April was another volatile month that ended flat.
· There were continued concerns over economic growth. 
· There was also mixed economic data, with disappointing housing numbers, strong employment numbers and increased consumer confidence and spending.
· International uncertainty continued to weigh on the markets.
· The Russia/Ukraine situation
· And fears of a Chinese economic slowdown
· Fortunately, a positive start to the earnings season helped the markets recover from earlier month losses.
· Estimated Returns:
· Month of April: 0.0% Net of Fees
· Fiscal Year to Date return: estimated 14.0% Net of Fees
· Closed April 30th with estimated Market Value Assets of $2.615 billion
· Markets rallied in May to extend Fiscal Year gains.
· Dow and S&P hit new all-time highs.
· It was led by US economic data.
· Data suggesting that growth will pick up from the winter slump
· Excellent employment growth, with the unemployment rate down to 6.3%
· Positive manufacturing report
· Fed minutes/statements eased worries of short-term rate increases, and also provided an optimistic outlook.
· Estimated Returns:
· Month of May: 1.8% Net of Fees
· Fiscal Year to Date return: estimated 16% Net of Fees
· Closed May 31st with estimated Market Value assets of $2.659 billion
· Estimated Market Value Assets at June 6: $2.684 billion
· Fiscal Year to Date return at June 6: $16.8% Net of Fees 
*(Estimate only – final reports are not available yet)

Market Outlook – Fiscal Year 2014

· Reasons for optimism 

· US economy continues to improve, and US political gridlock has lessened

· EU appears to have stabilized, with less austerity and reassurances from the European Central Bank

· Yellen should continue on the current Fed path

· Causes for concern

· There are worries of a market correction

· Will economic data continue to support current valuations?
· What effect will QE tapering have on the markets?
· Russia/Ukraine conflict

· How will sanctions affect the global economy?

· Uncertainty in Emerging Markets, led by China, the second largest economy

· What effect will the Japanese tax policy have on growth? 

**(Forecasts are predictions from various sources and cannot be relied upon with any certainty)

Investment Committee
Investment Committee Chairman Don Rittenberry stated that the Investment Committee met last met on June 10, 2014 at 1:00 PM. He reported to the Board the following business that was considered at the meeting: 

· The Director, along with Analyst Chris DeWitt and Dr. Bill Madden of Russell gave a detailed performance report, including a fiscal year to date review through June 6, 2014. The report showed very good performance through the fiscal year to date. 

· Dr. Madden gave a presentation on “Unconstrained Fixed Income,” a new asset class for discussion purposes and education on this strategy that the Fund currently does not use. 

· The Committee also heard a presentation from Ashmore Investment Management on Emerging Market Debt strategies. The Committee and the Board have already approved this strategy, but decided to delay implementation until more clarification on the performance outlook could be seen.

· The Director reported that he and the In-House Investment Committee had recently begun working with Dr. Madden to review the Fund’s Investment Guidelines, with plans to present any changes to the Investment Committee and Board for approval.

· The last item discussed concerned the long-term expected rate of return that will be a consideration in implementation of GASB 67 and 68. 

Ronnie Morse then reported the Committee’s recommendations to the Board.

· Upon hearing Dr. Madden’s report on “Unconstrained Fixed Income,” Dr. Madden and the Committee concluded that this should not be a strategy the Fund should pursue. With recent changes to the Fund’s asset allocation, a number of new strategies have already been implemented that make up an Unconstrained strategy. These include the additions of Opportunistic Credit, High Yield Bonds, and Bank Loans. These implementations give the Fund good coverage with greater manager diversification and controls than a single Unconstrained strategy. 
· After hearing Ashmore’s review and updated outlook on the previously approved Emerging Market Debt strategy, the Committee decided to proceed with implementing this strategy when contracts have been signed. The strategy had been previously approved by the Board, and the performance and outlook of the strategy has improved since the decision to delay implementation was made. Russell recommended this action, and the manager would be funded by a reduction from current fixed income managers. The Committee’s motion included that the Director would be authorized to enter into contracts in consultation with legal counsel.

· Russell presented recommendations for rebalancing asset allocation, and the Director presented these rebalancing recommendations to the Board. The Committee approved a motion to adopt Russell’s recommendations with the exception of using a 6 to 12 month period to implement the reduction of US equity and transfer to non US equity. Dr. Madden concurred with the change. Morse stated that the motion to approve these recommendations should include in it authorization for the staff to implement the additional allocations to Blackrock, Grosvenor, and Guggenheim at the earliest opening date, using available cash in the in-house treasury account. He added that the changes in US and non-US would be made by the staff in consultation with the Investment Committee. 
· In the discussion of the expected long-term rate of return to be used in GASB 67 calculations, auditors recommend using a 20 year assumption. Russell’s calculation of the expected long-term rate of return over the 20 year period was 8.4% gross of fees. Morse reported additionally that the Pension staff was working on numbers to provide Russell to convert the return to a net of fees return. 

That concluded the Investment Committee’s recommendations to the Board. Sheriff Jeff Wiley made a motion to approve the Committees recommendations, and Sheriff Mike Waguespack seconded. 

Legislative/Benefits Committee
Retired Sheriff Hal Turner, Chairman of the Legislative/Benefits Committee presented a report on the 2014 Legislative Session. He began by stating that it was a successful session for the Fund. The Fund’s Senate Bill 24, authored by Sen. Elbert Guillory, passed without any opposition, and the Fund was able to monitor and avoid legislation that may have unfavorably impacted the Fund. 
Senate Bill 24 accomplished the following: 

· Changed the term of the President of the Board from a two year term to a three year term. 

· Changed the term of Secretary/Treasurer from a one year term to a three year term and re-designated the position of Secretary/Treasurer of the Board to the position of Vice President of the Board, serving a staggered term with the President. 

Turner explained that this would make the two officers positions’ terms consistent with all other Board members that serve three year terms. 

Turner thanked Senator Guillory for handling the bill and for all of the other assistance he and his staff provided for the Fund. He also thanked Representative Kevin Pearson for his assistance in working the bill through the House Retirement Committee. 

Turner extended sincere appreciation to the Louisiana Sheriffs Association Director Mike Ranatza and his staff for their constant support of the Pension Fund and its legislative efforts. 

To conclude the report, Turner stated that the Fund has been a leader in sponsoring pension reform measures that are now being implemented by other retirement systems, and the Pension’s Board has gained the respect of the legislature for this leadership role. 

Hal Turner motioned to approve the Legislative Committee Report. Don Rittenberry seconded, and the motion carried. 

GASB 67 & 68 Update
The Director gave a presentation on the new GASB 67 & 68 standards, with reviews and updates since the Board previously met. GASB 67 applies to pension reporting, replacing GASB 25. GASB 68 will apply to sheriffs’ offices reporting of pension liability, effective June 30, 2015. Both will require complex changes for the Pension Fund and changes in reporting for local government. 
Director McGee discussed two new developments. The first was that the Fund’s actuary Gary Curran, who will be producing the GASB 67 numbers for the Fund, would have to be audited by the Fund’s auditors before these numbers are sent out to the individual sheriff’s offices. The second new development was that annual census data audits will have to be performed in sample parishes across the state. The Fund’s auditors are requiring 3 parishes to be audited each year, either by them or the Fund’s staff members. McGee stated that because he feels the Fund’s staff is capable, and works with financial officers from sheriffs’ offices on a daily basis, that the staff would perform these census data audits this year. McGee explained that these new developments would require additional costs for the Fund, both from the actuary and the auditors, and that he did not want to pass these costs on to the individual parishes’ sheriff’s offices. Mike Waguespack motioned to wave the additional costs associated with the calculations of GASB 68 on behalf of the sheriffs’ offices. Graham Hendricks seconded this motion, and it passed unanimously.
 
Actuarial Contract Approval

The Director explained the increased cost of Gary Curran’s actuarial contract for the Fund was due to the dramatic increase of work that his office will have to do in response to the GASB changes. A copy of the contract was provided to the Board members. He recommended the Board approve these changes. Mike Waguespack made a motion to adopt the new actuarial agreement, giving the Director the authority to sign it on behalf of the Board. Hal Turner seconded, and the motion carried. 

Audit Engagement Approval
The Fund’s auditors, Duplantier, Hrapmann, Hogan, and Maher, provided the Fund with three separate engagements this year, to adhere to the new GASB standards. Copies of these engagements were provided to the Board members. The first engagement was the annual audit of the Pension Fund, the second engagement was the audit of the new GASB numbers, which will be calculated by Gary Curran, and then released to the parishes. The third engagement was an agreed upon procedures engagement, where the auditors will review the staff’s audits of the three sample sheriffs’ offices. Mike Waguespack motioned to approve the three contracts from the auditors, again giving the Director authority to sign it on the Board’s behalf, and Willy Martin seconded. 

COLA Discussion

Director McGee led a discussion on the possibility of a COLA being given in the upcoming year. The last year the Fund was able to grant a COLA was in 2008. He explained the 5 year smoothing that the Fund uses for its valuation, and that the Fund had been carrying the recession years. He explained that in the upcoming year, the worst year of the recession, 2009, will be dropped from the 5 year smoothing, and since that year the Fund had been having very favorable returns overall. Because of this, things looked favorable for the Fund to grant a COLA, after the Fund’s valuation is complete and confirms that it meets the requirements in the law to grant a COLA. If met, the COLA would be effective Jan. 1, 2015, and seen by retirees after the valuation was approved by PERSAC, which would be around March. Sheriff Hilton thanked Director McGee for the update. 
Discussion and Informational Items

The Director briefly reminded the Board members of the upcoming Louisiana Sheriffs’ Association Conference in Destin, Florida, on July 27th – 31st. 

He also discussed with the Board members what dates would be best for the Annual Educational Retreat, and late August was agreed upon. 

Dr. Bill Madden briefed the members on new developments regarding the sale of Russell. 

The Board approved for the Director to replace his current vehicle, which had been having significant problems, and is a 2008 model. 

Don Rittenberry made a motion to ratify the 2/26/14 Board meeting minutes. Ronnie Morse seconded, and the motion carried. 

Hal Turner made a motion to approve applications for reciprocal recognition of service and transfers, as well as applications for retirement, backdrop, disability and survivor benefits.  Don Rittenberry seconded the motion, and it passed unanimously. 

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. The Counsel stated that the record should show that no action was taken during executive session. A motion was made to follow the advice of legal counsel Robert Klausner, Attorney, concerning the Lululemon Securities Litigation Case and the IBM Litigation. The Board approved the motion.

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 June 11, 2014.
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Osey McGee, Jr. Executive Director

Motions and Concurrences: 
� Investment Committee Recommendations 


� Legislative Committee Report 


� Wave costs associated with GASB 68 from parishes


� Approval of 2014 actuarial agreement


� Approval of 2014 audit engagements 


� Vehicle Replacement 


� Ratify 2/26/14 Board meeting minutes 


� Applications for reciprocal recognition of service and transfers, retirement, backdrop,    disability and survivor benefits


� Follow advice of legal counsel 


� Adjourn






1   
LSPRF Board 

                                                               06/27/12


6 



LSPRF Board


                                                            06/27/2012

9
LSPRF Board 

                                                            06/11/2014

