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 5TH, 2013. 
Retired Sheriff Larry Deen, President
Active Sheriff William Hilton, Sec. Treasurer 
Active Sheriff Willy Martin

Active Sheriff Mike Waguespack
Retired Sheriff Charles Foti

Retired Sheriff Wayne McElveen

Active Deputy Calvin McFerrin

Active Deputy Ronnie Morse

Active Deputy Don Rittenberry

Executive Director Osey McGee, Jr.

President Sheriff Larry Deen called the meeting to order.  Ronnie Morse offered the invocation and Sheriff William Hilton led the pledge to the American flag.  Roll was called and those in attendance represented a quorum.  Deen then welcomed other guests. Others in attendance included Stu Kaufman, Klausner, Kaufman, Jensen & Levinson, PA; Dr. Bill Madden, Russell Consulting; Greg Curran, G. S. Curran, & Co., actuary; Jason Windham, Shobe Financial; and several parish representatives. Also in attendance were Pension staff members Keith Duplechain, Chris DeWitt, Lacey Weimer, Katie Thiebaud and Ashley Pridgen.  
Executive Director Osey McGee then made a special presentation to honor Sheriff Larry Deen. Deen announced that this meeting would be his last as Board President, but would continue to serve until replaced. McGee thanked Deen for his 16 years of dedicated service to the Board of Trustees. He then presented Deen with a crystal service award on behalf of the Board. 
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 2012-2013 1st Half:
· Unlike last year, the market rallied throughout the first quarter. It was fueled by the following:
· European Central Bank/Fed statements and actions
· Positive US economic data
· The second quarter of the Fiscal Year was a much more volatile time in the market. This was due to the following:
· Mixed US economic data
· Political uncertainty
· Improving European situation
Fiscal Year 2012-2013 3rd Quarter

· The market continued to rise in January
· Factors leading to the rise included:
· Congress averting the “fiscal cliff”
· Better than expected numbers out of China
· Housing starts at 4 ½ year high
· Positive earnings season
· VIX hit 5 ½ year low
· S&P 500 and Dow Jones reached 5 year highs
· Market Value Assets at January 31st, 2013 equaled $2,165,602,905.01
· Estimated return equaled 3.2% Net of Fees in January
· Fiscal Year-to-Date return equaled 10.1% Net of Fees
· After a strong January, markets were relatively flat in February
· Positive US markets, but negative international markets
· Began to see growing concerns regarding:
· Euro zone political situation
· Fed slowing down/stopping QE3
· “The Sequester” set to begin March 1
· These concerns were offset by:
· Positive revisions to US employment data
· Strong housing market data
· Improving manufacturing data
· Comments from Bernanke of the Fed’s continued belief in QE3
· Market Value Assets at February 28, 2013 equaled $2,172,248,133.51
· Estimated return equaled 0.2% Net of Fees in February
· Estimated Fiscal Year-to-Date return equaled 10.4% Net of Fees
· In March, there was a continuation of the strong rally that was experienced for most of the Fiscal Year
· Dow hit a new all-time high on March 5, 2013
· S & P 500 hit a new-time high on March 28, 2013
· Excellent jobs report
· Unemployment rate down to 7.7%
· Optimism over US economy
· Company metrics were better than they were in 2007
· Market Value Assets at March 31, 2013 equaled $2,216,100,000.00
· Gain in Market Value Assets since beginning of Fiscal Year equaled approximately $271 million
· Estimated Return at March 31 equaled 1.8% Net of Fees in March
· Estimated Fiscal Year-to-Date return equaled 12.5% Net of Fees
Fiscal Year 2012-2013 4th Quarter
· April was a positive, albeit volatile month in the market.
· The market continued to reach new highs led by major economic news out of Japan.
· BOJ announces unprecedented asset purchasing plan
· Better than expected earnings reports
· Housing market prices continue to climb
· However, economic worries continued to weigh on the market
· Poor manufacturing US/China manufacturing data
· Worse than expected jobs report
· Concerns that payroll tax increase/Sequester will have an impact on growth
· Market Value Assets as of April 30, 2013 equaled $2,254,959,735.60
· Gain in Market Value Assets since beginning of Fiscal Year equaled approximately $309 million
· Estimated Return at 4/30 equaled 1.5% Net of Fees in April
· Estimated Fiscal Year-to-Date return equaled 14.3% Net of Fees 
· Fortunately, this year the market bucked a recent trend of a major decline in May. 
· Dow and S&P 500 surpass milestones
· Dow breaks 15,000
· S&P breaks 1,600
· Better than expected jobs report, unemployment rate down to 7.5%
· Positive revision to February and March jobs numbers
· Consumer confidence at 5 year high
· Market Value Assets as of May 31, 2013 equaled $2,267,000,000
· Gain in Market Value Assets since beginning of Fiscal Year equaled approximately $322 million
· Estimated Return at +/- .5% in May
· Estimated Fiscal Year-to-Date return equaled 15% Net of Fees 
Market Outlook 

Fiscal Year 2012-2013

· There are reasons for optimism and worry in 2013
· US economic numbers look encouraging
· European economic worries have lessened, but still problematic
· Erratic news from China
· The same political dysfunction remains
· Fear of the Fed beginning to taper QE
· Concern of market correction due to new highs
Investment Committee
Investment Committee Chairman Don Rittenberry reported the following to the Board:

The Investment Committee met twice since the January Board meeting. The first meeting was conducted on March 19, 2013. The following business was conducted at this meeting: 
· The Committee heard a detailed performance presentation by the Director, Dr. Bill Madden, and Investment Analyst Chris DeWitt. The report covered a detailed analysis of performance from the beginning of the fiscal year up to the date of the meeting.

· Due to recommendations by Russell to further diversity the Fund’s fixed income allocation due to expected changes in the investment markets, the Committee heard detailed educational presentations on Emerging Market Debt and High Yield strategies from Dr. Bill Madden and held conference calls with Russell’s Senior Research Analysts in each of these strategies. 
· Russell had performed a manager search for each of these strategies and the Committee approved hearing presentations from two of the managers in the search at the Board Educational Retreat held later in March. The managers selected to present at the Board retreat were as follows:

· Oaktree Capital Management, a High Yield Manager

· Lazard Asset Management, an Emerging Market Debt Manager

· At that time, the Committee also discussed allocation of excess cash held in the Fund’s In-House Treasury Fund. Due to developing uncertainty in the markets, the Fund’s consultants recommended continuing to hold the cash position pending further development and clarification in the markets
Rittenberry then moved on to the June 4th Investment Committee meeting. It was a full day meeting and the following business was conducted:
· For the morning session, the Committee heard detailed presentations from the following finalists in the Emerging Market Debt search:

· Ashmore Investment Management Ltd.

· Stone Harbor Investment Partners

Following the presentations, the Committee held a conference call with Russell’s Senior Research Analyst and David Payne of Russell to discuss the managers in detail, including Lazard Management that presented at the recent Board Retreat.

· During the afternoon session, the Committee Conducted interviews of the following finalists in High Yield Strategy search:

· Ares Management, LLC

· Guggenheim Investments

Following the presentations, the Committee again held a conference call with Russell’s Senior Research Analyst to discuss the details of the operations of these managers, along with the assistance of Dr. Bill Madden. Also included in the discussion was Oaktree Capital Management, who presented at the recent Board Retreat. 
Upon completion of the finalist presentations, the Committee was presented with a report by the Director on a current manager, Western Asset Management. The Fund currently participates in Western Asset’s co-mingled Fund that will be closing due to withdrawal by the Fund’s other participant due to their need for liquidity. The Director presented a discussion of options available concerning Western Asset. 
Following Rittenberry’s presentation, Ronnie Morse, Vice Chairman of the Investment Committee, presented the following Committee recommendations: 

After hearing the presentations and the analysis by Dr. Bill Madden and Russell’s Research Analysts, the Committee discussed how each manager fit the Fund’s risk tolerance and performance objectives. The Committee selected the following managers and strategies to be hired: 
· Ashmore Emerging Markets Blended Debt Composite

· Guggenhiem Investments High Yield Strategy

The Committee approved motions to implement these strategies with an initial allocation of $25 million each, to be funded from a combination of reductions from current fixed income managers and the use of available In-house Treasury Funds. 

Morse further stated that the Fund’s goal over time will be to reach an allocation of $50 million dollars or 2.5% of the portfolio in each strategy, as the Fund monitors performance results and market conditions. 
The motions approved by the Committee included authorization for the Director, in consultation with legal counsel, to complete contract reviews, sign contracts and implement allocations to these two managers. 
The Committee also recommended holding remaining cash to be discussed at the next Committee meeting, as the Fund continues to monitor market conditions and outlook. 

Finally, the Committee also approved a motion to convert holdings in Western Asset’s co-mingled Fund to a separately managed account with Western Asset Management. The motion again authorized the Director, in consultation with legal counsel, to review and sign contracts to convert to the separately managed account. 

Legislative/Benefits Committee
Sheriff William E. Hilton, Chairman of the Legislative/Benefits Committee, gave a report on the 2013 Legislative Session:

The 2013 legislative session was the shorter, 60 day session held every other year. As expected, it was another difficult session with the administration and the legislature dealing with serious budget issues and a proposal for tax reform. For the Pension Fund, the shorter session was fast paced, with less time to work the Fund’s legislation through the process.

Sheriff Hilton stated that all of the Pension Fund bills received final passage and were sent to the Governor for signature. The major accomplishment achieved was the passing of Senate Bill 10, which will provide major restructuring in the “target ratio” provisions that have been very troubling to the Fund in meeting requirements to help retirees with COLAs. It will give the Fund a better opportunity to assist retirees more frequently as the Fund continues to recover from the severe recession. Hilton explained that this legislation, combined with the major pension reform that the Fund was a leader in implementing in 2011 will give the Fund a better balance in the benefits promised to new members and assisting retirees more frequently in the future. 
Special thanks was extended to Senator Elbert Guillory, his staff, and committee members for authoring this bill for the Pension Fund, and helping it go to final passage. 
Sheriff Hilton reported that as a result of a lot of work, all of the Pension Fund’s bills passed without a single dissenting vote. 

He also extended appreciation to Representative Kevin Pearson, his staff and committee members for their assistance with the Fund’s bills, and the House bills the Fund opposed. 

Representative Mike Danahay authored two bills for the Pension Fund that provide a cost savings to the Fund and will help over time. A thank you was extended to him for his continuous help and support. 

The Pension Fund was also successful in stopping passage of three bills that would have been detrimental to members. The worst of these bills was House Bill 61, which was retroactive in nature and would have had a drastic impact on many of the Fund’s members. A lot of time was spent in keeping this bill from passing out of Committee.

Deep appreciation was also extended to Mike Ranatza and the LSA staff for their constant support and efforts on the Fund’s behalf. 

Sheriff Hilton then called upon the Director to briefly discuss the Fund’s bills, and those that the Fund opposed. 

Director McGee then discussed the legislation proposed by the Pension Fund for 2013:

· Transfer of Service Credit – House Bill 36
· Amended R.S. 11:2174 to extend the amount of service credit required in the Pension Fund before being eligible to transfer service from another public retirement system from 6 months to 1 year. 

· Will allow a more accurate calculation of the cost of the transfer
· Represents a cost savings to the Pension Fund

· Final Average Compensation (FAC)- House Bill 22
· Requires 115% Cap on 60-month calculation of FAC
· Prospective only, does not affect members hired prior to July 1, 2013

· Cap limits increase of earnings for any 12-month period over the previous 12-month period to 15% in the calculation of FAC for retirement benefit computation

· Represents a cost savings to the Pension Fund

· COLAs – Senate Bill 10
· Does not replace current legislation, but rather, is an alternative to current legislation governing granting of COLAs by statewide retirement systems. 

· Retains the use of the “funded ratio” as defined in R.S. 11:242(E)(1)

· Retains the requirement that COLAs are to be funded from excess investment income (R.S. 11:246(B))

· Replaces the “target ratio” requirement with the following funding levels:

· Funding criteria 1 – funded ratio equal to or in excess of 90% - eligible to grant COLA every other year

· Funding criteria 2 – funded ratio equal to or in excess of 80% - eligible to grant COLA every 3 years

· Funding Criteria 3 – funded ratio equal to or in excess of 70% - eligible to grant COLA every 4 years.

· Amount of COLA

· 2.50% of current benefit

· First payable at age 60, having been retired at least one year

· Capped at twice the average benefit payable to service retirees. (Average monthly benefit as of June 30, 2012 valuation is $2,137/month)

· Reduces amount of COLA from 3% of current benefit to 2.50% of current benefit

· Based on June 30, 2011 valuation, this change would have resulted in a 39% reduction in COLA cost ($23 million vs. $14.1 million)

· As the economy continues to recover, the new legislation will provide the Fund with a greater possibility of being able to meet the requirements for granting COLAs in the future. 

· Also, continued economic recovery should bring better market returns, which should enable the Fund to pre-fund future COLAs through its Funding Deposit Account. These COLAs would be in addition to the COLAs granted under the legislation described above. 

Director McGee then briefly described three proposed bills that the Pension Fund opposed.

Ronnie Morse then moved on to give the Executive Committee Report with the annual audit report for the Pension Fund. He stated that there were no findings or deficiencies, and no instances of incompliance. The auditors were complementary of the Fund and had no recommendations for improvement.
Actuary Gary Curran, along with the Director, then gave a report to the Board to adopt new option reduction factors. He explained to the Board that, in coordination with the recent policy to reduce the Fund’s valuation interest rate to 7.5%, he recommended that new sets of actuarial equivalence factors be adopted for various purposes. The factors were based on updated mortality and the target interest rate adopted by the Board of Trustees for future valuations which is currently being phased in. Curran recommended that the Board adopt these new option reduction factors effective July 1, 2013. 
Director McGee noted that the Board of Trustees’ second educational retreat would be held June 17th – 18th at L’auberge Hotel in Lake Charles. He also noted that the LSA Training Conference would be held in Sandestin, Florida July 14th – 18th. 

President Deen then called for a motion to approve all of the action items on the agenda. Sheriff Hilton made a motion to approve the following items:

1. Investment Committee recommendations

2. Approval of option reduction factors

3. Approval of 2013 audit engagement

4. Ratify 1/30/2013 Board Meeting minutes

5. Applications for reciprocal recognition of service and transfers

6. Applications for retirement, BackDROP, disability, and survivor benefits 

Sheriff Waguespack seconded and the motion carried.
 
Adjourn

With no further business to consider, Don Rittenberry motioned to adjourn the meeting, with Calvin McFerrin seconding. Deen then 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 the June 5, 2013.
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Sheriff Larry Deen, President
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Retired Sheriff William Hilton, Sec. Treas.
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Osey McGee, Jr. Executive Director

Motions and Concurrences: 
�Approve Action Items


� Adjourn
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