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 9:00 A.M. TUESDAY, MARCH 28, 2017.  
Active Sheriff William Hilton, President 

Active Sheriff Willy Martin, Vice President

Active Sheriff Jay Russell 

Retired Sheriff Ken Goss

Retired Sheriff Wayne McElveen

      Active Deputy Calvin McFerrin 

      Active Deputy Sharon Cutrera 

      Active Deputy Debbie McBeth

      Retired Deputy Ronnie Morse
      Retired Deputy Don Rittenberry

      Executive Director Osey McGee, Jr.

President Sheriff William Hilton called the meeting to order.  Assistant Director Keith Duplechain offered the invocation and Ronnie Morse led the pledge to the American flag.  Roll was called and those in attendance represented a quorum. 
Sheriff Hilton asked for a moment of silence and prayer for the family and for fallen East Baton Rouge Parish Deputy Shawn Anderson, who was killed in the line of duty on March 18, 2017. 

Sheriff Hilton asked audience members to introduce themselves. Others in attendance included Robert Klausner, Attorney, Klausner, Kaufmann, Jensen & Levinson; Gary Curran, Actuary, Curran & Co.; Jason Windham, Shobe Financial; and several parish representatives. Dr. Bill Madden of Russell joined the meeting through conference call. Pension Fund staff members in attendance included Assistant Director Keith Duplechain, Lacey Weimer, Chris DeWitt, and Katie Thiebaud. 

Financial and Market Reports

Next, Executive Director Osey McGe e, Jr., along with Assistant Chief Investment Officer Chris DeWitt, and Dr. Bill Madden of Russell, through conference call, presented a review of performance and economic information from the beginning of the fiscal year, to date of the meeting, as follows:

Performance Highlights – Fiscal Year 2017 First Quarter 
· There was a great start to Fiscal Year 2017 led by better than expected U.S. economic data. 
· The Dow, S&P, and Nasdaq hit all-time highs.
· The U.S. continued to show promising signs of growth. 
· There were stellar jobs reports, manufacturing growth, better than expected corporate earnings reports and housing growth. 
· Positive U.S. economic news easily offset the negative international news. 
· Brexit Fallout
· Many of the same issues as the last fiscal year
· Much of the volatility in first quarter was caused by speculation over the timing of the next rate hike.
Fiscal Year 2017 – Second Quarter

· The Markets rebounded after an October selloff.
· There was optimism over surprise election results.
· Fiscal stimulus/regulation reform

· The U.S. led global economic growth.
· GDP revised up to 3.5%.
· Unemployment rate fell to 4.6%.
· Highest consumer confidence since 2007

· Increase in manufacturing/non-manufacturing

· Oil continued to rally. 

· OPEC agrees to production cut.
· Fed announced rate hike in December.

Fiscal Year 2017 – Third Quarter

· Markets continued to rally throughout the quarter.
· There was renewed confidence regarding fiscal stimulus/reforms.
· The Dow hit 20k in January, 21k in March.
· U.S. economy continued to improve.

· Corporate Earnings Growth

· Healthy Job Growth

· Consumer confidence increased to highest level since 2001.
· The Fed remained cautious in the face of increasing uncertainty.
· The Fed announced a rate hike at their March meeting.
· International markets continued to improve despite trade/political uncertainty.
· French election

Performance

· Est. Return (NOF):

· July equaled  2.8%

· August equaled 0.5%

· September equaled  0.6%

· Fiscal Year First Quarter equaled 4.0%
· October equaled  (1.2)%

· November equaled  1.2%

· December equaled 1.4%*

· Fiscal Year Second Quarter equaled 1.4%  

· First Half Fiscal Year equaled     5.4%

*Historic high for LSPRF – First month end closing over $3 Billion

· January equaled 1.8%

· February equaled  2.0%       

· Estimated Fiscal Year to Date equaled 9.5%
They reviewed the Fund’s current asset allocation and reported estimated total Fund investment assets to be $3,164,443,682.29 at 02/28/2017. They also presented reasons for optimism and causes for concern for the fiscal year. 
Investment Committee

Investment Committee Chairman Don Rittenberry reported on the Investment Committee’s last meeting held March 8, 2017 at 9:30 A.M. 

Rittenberry stated that the Investment Committee’s meeting began with a presentation from Erik Ristuben, Russell’s Chief Investment Strategist. Ristuben presented a global market update and discussed the economic outlook for the near-term and longer-term future, to assist the Fund in planning its investment activities and rebalancing plans. Rittenberry added that Erik Ristuben was a high-level investment strategist and his presentation was helpful and much appreciated. 

Next, Rittenberry said that the Director and Assistant Chief Investment Officer Chris DeWitt gave a detailed performance report on the fiscal year to date. Their presentation also included an in-depth asset allocation review of the Fund’s portfolio, along with reasons for optimism and concerns for the upcoming fiscal year. Rittenberry added that an updated version of this presentation was heard by the Board earlier in the meeting. 
Following the performance report, the Director and Bill Madden presented Russell’s review of the Fund’s current asset allocation and rebalancing recommendations for the Fund. 
Scott Grimm presented a review of the Fund’s High Yield manager, Guggenheim, and their performance. He stated that Guggenheim had a great calendar year, but underperformed relative to their benchmark, due to avoiding the riskiest areas of the rally that performed the best, but historically suffered. He added that Russell still believed in the manager and recommended rebalancing more into this strategy. Bill Madden commented that Guggenheim beat 66% of High Yield managers over the last 3 years and outperformed the benchmark over the longer term. 

Next, Scott Grimm presented a review of Emerging Market Debt manager Ashmore, and their performance. He stated that they outperformed relative to their benchmark and that Russell remained comfortable with Ashmore, and recommended adding additional funding to the strategy to reach stated policy weight in the next fiscal year. 

The next item on the agenda was a review of Global Manager candidates. The Investment Committee had previously hired manager AQR, with plans to temporarily delay the funding of the manager to watch for more clarity in this area of the markets. During contract reviews with the Fund’s Legal Counsel, the Committee and Counsel were not satisfied with the structure of the strategy, and decided to consider other managers. Additional managers were selected for the Committee to consider at this meeting. Russell’s Senior Global Research Analyst Patrick Egan joined the Committee on conference call to review these candidates. After review and discussion, the Committee voted to invite Numeric and Alliance Bernstein to appear before the Committee to interview and contrast. 

Next, the Director discussed long-term Large Cap Growth manager Winslow Capital, explaining that they had performed well over the years, but had poor performance in 2016, underperforming the Fund’s two other managers in the category relative to the benchmark. Winslow had recently been called to come before the In-House Investment Committee to discuss their underperformance. The Director recommended that the manager be put on close watch for an indefinite period of time and be required to discuss their performance on a monthly basis with Assistant Chief Investment Officer Chris DeWitt. The Director also recommended having a back-up manager in place to fill the position if the Committee decided to terminate the manager during the close watch period. 

Tom Warburton, Russell’s Head of Research, U.S. Large Cap Equity, and Josh Hile, a Russell U.S. Equity Research Analyst joined the Committee through conference call to discuss potential replacements in case Winslow’s performance did not improve consistently. The managers chosen for interview were H.S. Management and Jacobs Levy. 

Rittenberry added to conclude his report, that for the 2017 fiscal year to date, Winslow’s performance had improved substantially, and they were ahead of their benchmark for the quarter at the time of the Board meeting. 
Ronnie Morse, Vice Chairman of the Investment Committee presented the following recommendations to the Board: 

He stated that Russell’s asset allocation guidance was that, with the recent strong performance, the Fund was overweight in U.S. Large Cap and underweight in Non-U.S. assets. At or near all time highs, U.S. markets could be subject to a correction at any time. Russell’s sentiment was that U.S. Equities were overvalued and were expected to underperform Non-U.S. Equities during the next 12 months. Russell recommended the following rebalancing activities and timing of the changes to the Fund’s asset allocation: 

· Step 1:

· Take $65 million from Russell’s Large Cap Concentrated Fund, which will close out that Fund.

· Put $50 million from Russell’s Large Cap Concentrated Fund into Russell International Fund with Active Currency

· Put $7.5 million in Mellon Capital International Index Fund

· Put $7.5 million in Arrowstreet non-U.S. screened Fund. 

· Timing would be, with the Committee’s approval, within 30 days 

· Step 2:

· Phase 1: 

· Take a combined $22.5 million from Active Large Cap Managers across the board

· Put this $22.5 million into the Mellon International Index Fund while the Committee chooses a Global Equity Manager, completed within 30 days

· Phase 2:

· Take an additional combined $22.5 million from Active Large Cap Managers

· Put this $22.5 million, along with the $22.5 million in the Mellon International Index Fund, into the Global Equity Fund that the Committee chooses, starting that Fund at $45 million

· Timing, if approved  by the Committee, would be within 30-180 days
· Grosvenor: 

· Place Blackrock Tempus Fund capital returns into OCF V, Grosvenor’s new fund that Russell has looked at and approved.  

· Director McGee explained that the Pension Fund has participated in Grosvenor’s OCF III and IV with very good results. He explained the difference in OCF III and IV with OCF V, stating that III and IV were limited life funds, and that OCF V will be an evergreen fund, meaning it was designed to be continuous, and its primary investments would be in Europe and Latin America.  

· Place capital returns from OCF III and IV into OCF V.  The Fund had received close to $12 million from these funds as of the date of the meeting.

· Russell recommended a limit on the Fund’s total allocation to Grosvenor, no more than $82 million. 

· Director McGee suggested a possible selection of an additional Opportunistic Credit manager if the Committee chose to allocate more than the recommended limit. 

· The Director recommended the money come back to the Pension Fund, to be distributed back out, rather than automatic transfers through Grosvenor. 

· Real Estate

· Director McGee stated that Russell was researching additional Value-Added Real Estate managers. They had one approved and were searching for other managers, and expected to have a list at the next meeting for the Committee to review. 

· McGee added that the Fund was still in queue for additional $10 million to JP Morgan, which should be called this month.  

· Emerging Market Debt and High Yield

· Russell recommended funding to policy weight 

· Or, to possibly look at adjusting policy weight

· The Director, the In-House Investment Committee and Russell recommended waiting until after the new fiscal year began, continuing to watch markets amidst uncertainty.

· Timing anywhere from 0-18 months to complete, dependent on developments from these markets

· Rebalance up to 2.5% a piece of the Fund’s allocation

Morse stated that a motion was made, seconded and adopted to accept the rebalancing recommendations put forth by Russell, to be done under the Director’s discretion. 
Sheriff Willy Martin made a motion to accept the minutes and approve the recommendations of the Investment Committee. Calvin McFerrin seconded, and the motion passed.

Executive Committee
Next on the agenda, Ronnie Morse gave a report on behalf of the Executive Committee on the Fund’s audit report. He stated that the Committee met with Bill Stamm, partner of Duplantier, Hrappmann, Hogan & Maher on January 19, 2017 to receive and review the results of the Fund’s annual audit for the period ending June 30, 2016. The audit was completed timely, and the auditor’s financial analysis reflected the Plan’s net assets increased over the fiscal year, despite unfavorable market conditions and global events. 

Morse reported that the audit report reflected the auditor’s opinion that the audit was a clean, unqualified audit report, which is the best opinion available. There were no findings, deficiencies or instances of non-compliance to report in the audit. The auditors were complimentary of the growth in assets and progress of the Fund over the years. They were also complimentary of the cooperation and courtesy they received from the Pension staff. The auditors gave no recommendations for improvement, and the Committee was of the opinion that the Fund could not have achieved a better audit report. 

Calvin McFerrin made a motion to accept the Executive Committee’s report on the audit. Rittenberry seconded, and the motion passed.

Don Rittenberry continued with a report on behalf of the Executive Committee on the Fund’s 2016 Actuarial Valuation. He reported that on the same day the Committee met with Actuary Gary Curran to receive and review the actuarial valuation over the year ending June 30, 2016. Rittenberry stated that the report was completed and submitted timely and approved by the Public Retirement Systems Actuary Committee (PERSAC). Rittenberry reminded the Board of the 5 year actuarial smoothing method that the Fund uses to provide stable funding requirements. The actuarial rate of return was 6.6% for the 2016 valuation. On another positive note, the funded ratio of the Sheriffs’ Pension Fund as measured by GASB 67 increased and compared favorably to many other state and statewide systems. Sheriff Willy Martin made a motion to accept the Executive Committee’s report on the Actuarial Valuation. Retired Sheriff Wayne McElveen seconded, and the motion passed.
 

Funding Study & Recommendations

The Director and Gary Curran, the Fund’s Actuary, gave a detailed presentation on the highlights of the Fund’s actuarial valuation report for the Fiscal Year 2016. 

The Director, along with Actuary Gary Curran, led a discussion on the Employer Contribution Rate for the upcoming fiscal year. Based on the actuarial valuation, the recommended rate was 10%. McGee explained that the Pension staff, the Funding Study Committee, and the Actuary recommended reducing the Employer contribution rate 12.75% from the previous year’s 13.25%. This would reduce the current rate for the sheriffs, but also allow the Fund to continue to build Funding Deposit Account reserves. 

Don Rittenberry made a motion to reduce the employer contribution rate to 12.75%, beginning July 1, 2017. Sheriff Willy Martin seconded, and the motion passed.
 

Next were a presentation, discussion and recommendations on the 2017 valuation interest rate. The Fund’s Actuary Gary Curran recommended a 5 year plan to reduce the valuation interest rate from the current 7.5% to 7%, revisiting the issue at 7.25%. The Director and the Actuary concurred on a plan to reduce the rate by 10 basis points this year, and 15 basis points in the next fiscal year to get to 7.25%, and revisit the issue. 

Ronnie Morse made a motion to reduce the valuation interest rate by 10 basis points for 2017-2018, to 7.4%. Debbie McBeth seconded, and the motion passed.
 

Next, the Director and the Actuary held a discussion on a Cost of Living increase. The Actuary stated that even with the Fund’s smoothing, there was no excess interest. He stated that he was more optimistic that the Fund would be able to grant a COLA in the next fiscal year. 

Director McGee informed the Board that the Louisiana Legislative Session would open April 10th. He stated that the session was expected to be difficult with the state’s severe budget problems. He also said that the Pension Fund would not have any legislation, but would prepare to defend the Sheriffs’ Pension Fund against any potentially harmful pension legislation.  

The Director asked for a motion to adopt the Pension Fund’s four audit engagements. Ronnie Morse made a motion to approve the Fund’s regular audit engagement, the GASB 67 and 68 audit engagements, and the new agreed upon procedures audit engagement. Sheriff Willy martin seconded that motion and it passed.

Informational & Discussion Items

Director McGee reminded the Board members of the financial disclosures due to the Louisiana Board of Ethics by May 15th. 

Next, he informed the Board members of the upcoming Louisiana Sheriffs’ Association Conference, being held in Destin, Florida July 30th – August 3rd.

McGee asked Board members to begin to think about the Fund’s annual education retreat, so that a discussion and decision could be made about when and where to hold the retreat. 

McGee reported to the Board that parish representative elections had been conducted, and he was currently looking for a tentative date for district elections. Two Board members, Sharon Cutrera and Joey Alcede were up for reelection. 

Retired Sheriff Ken Goss motioned to accept the following items:

1. Board meeting minutes for the 12/06/16 meeting of the Board of Trustees
2. Applications for reciprocal recognition of service and transfers
3. Applications for retirement, backDROP, disability, and survivor benefits
Don Rittenberry seconded, and the motion passed.
 

Executive Session
President Hilton made a motion for the Board to go into Executive Session to receive advice from Counsel related to RS 11:2174 on matters which were privileged under RS 44:4.1 and Louisiana Code of Evidence Art. 506, return to Regular Session and possibly take action in Open Session.
 
Regular Session

The Board returned to Regular Session. The Counsel stated that the record should show that no actions or motions were taken during Executive Session. A discussion ensued regarding Acadia Parish membership requirements.9 
Adjourn
With no further business to consider, the Director thanked everyone for attending and invited guests and Board members to stay for lunch downstairs. Sheriff William Hilton adjourned the meeting.10
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 the Board of Trustees on March 28, 2017.

______________________________________






Sheriff William Hilton, President






______________________________________






Osey McGee, Jr., Executive Director

Motions and Concurrences: 

� Approval of Investment Committee report and recommendations


� Approval of Executive Committee report on the Fund’s audit


� Approval of Executive Committee report on the Fund’s actuarial valuation


� Approval of Employer Contribution rate 


� Approval of reduction of valuation interest rate


� Approval of Audit Engagements


� Approval of 12/06/16 Board Meeting Minutes


  Applications for reciprocal recognition of service and transfers


  Applications for retirement, backdrop, disability, and survivor benefits�


� Go into Executive Session


9 Return to Regular Session


10 Adjourn
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