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 1:00 P.M. TUESDAY, FEBRUARY 24TH, 2015. 
Active Sheriff William Hilton, President
Active Sheriff Willy Martin, Vice President
Active Sheriff Jay Russell 
Active Sheriff Jeffrey Wiley
Active Sheriff Mike Waguespack
Retired Sheriff Hal Turner
Retired Sheriff Wayne McElveen
Active Deputy Calvin McFerrin

Active Deputy Debbie McBeth
Retired Deputy Joey Alcede
Retired Deputy Ronnie Morse
Retired Deputy Don Rittenberry

Executive Director Osey McGee, Jr.

President Sheriff William Hilton called the meeting to order.  Retired Sheriff Hal Turner offered the invocation and Sheriff Jeffrey Wiley led the pledge to the American flag.  Roll was called and those in attendance represented a quorum.  Sheriff Hilton asked the audience members to introduce themselves. Others in attendance included Robert Klauser, Attorney, Klausner, Kaufmann, Jensen & Levinson; Gary Curran, Curran & Co.; Graham and Bobbie Hendricks; as well as several parish representatives. Pension Fund staff members in attendance included Keith Duplechain, Lacey Weimer, Chris DeWitt and Ashley Pridgen. 

Executive Director Osey McGee and Sheriff William Hilton then made a special presentation to recognize a new member of the Board of Trustees, Debbie McBeth. McGee stated that she had been a district representative for many years, and has 35 years of service with the Rapides Parish Sheriff’s Office. Sheriff Hilton complimented McBeth on her work at the Sheriff’s Office, and added that he was proud to have her on the Board.
Sheriff Hilton called former Board Member Graham Hendricks from the audience. He presented Hendricks with a service award on behalf of the Board of Trustees in appreciation for his many years of service and dedication to the Board. 

Director McGee asked the Board to consider naming Hendricks a Trustee Emeritus, an honorary position created to honor a member’s service and their expertise. Ronnie Morse motioned to name Graham Hendricks a Trustee Emeritus. Sheriff Willy Martin seconded the motion, and it passed unanimously.

Financial and Market Reports

Executive Director Osey McGee, Jr., along with Investment Analyst Chris DeWitt presented the following:
Performance Highlights 

Fiscal Year 2015 – First Quarter
· It was a volatile start to the new fiscal year.
· The U.S. Economy continued to improve while international economic conditions worsened.
· U.S.
· Solid GDP growth
· Better than expected corporate earnings reports
· Falling unemployment rate
· Global
· Geopolitical conflicts intensified
· Slowdown in developed markets
· European Central Bank took steps towards Quantitative Easing
· Falling oil prices
· Estimated return for: 
· First quarter equaled (1.2%) Net of Fees
· Estimated Market Value  Assets at 9/30 equaled $2.682 billion
Fiscal Year 2015 – Second Quarter

· Falling oil prices brought increased volatility to the market.
· Fortunately, U.S. economic growth outweighed global uncertainties.
· U.S.
· 5.0% GDP growth for the quarter ended 9/30
· The unemployment rate declined
· Corporate earnings exceeded expectations
· There were favorable election results
· Global
· International markets lagged the U.S.
· Central Bank stimulus
· Geopolitical conflicts continued to intensify
· Estimated return for: 
· Second quarter equaled 2.12% Net of Fees
· Fiscal Year to Date equaled 0.90% Net of Fees
· Estimated Market Value Assets at 12/31 equaled $2.745 billion
Fiscal Year 2015 – January

· While the U.S. economy continued to strengthen, focus shifted to Eurozone turmoil in January. 
· Greek elections renewed fears of Euro collapse
· U.S. Economy improved
· Solid jobs report
· Consumer confidence was at the highest level in over a decade
· Lower oil prices were good for consumers
· A positive start to corporate earnings season
· Mixed global news
· European Central Bank announced its own Quantitative Easing
· Greek election won by an anti-austerity party
· Russia and Ukraine tensions escalate
· China’s growth continued to slow
· Estimated Return for: 
· January equaled (0.7)% Net of Fees
· Fiscal Year to Date equaled 0.2% Net of Fees
· Estimated Market Value Assets at 1/31 equaled $2.742 billion
Fiscal Year 2015 – February

· There was a strong rebound to begin the month.
· Positive U.S. economic news, along with rising oil prices, led to a rally to begin February
· There was better than expected corporate earnings reports
· There was also a positive jobs report
· That, coupled with positive international news, sent the markets to new highs
· Estimated return as of 2/20:
· Fiscal Year to Date equaled 2.7% Net of Fees
· Estimated Market Value Assets at 2/20 equaled $2.837 billion, a new all-time high.
· Subsequent note: Month of February closed up 3.5% bringing Fiscal Year to Date performance up to 3.8% Net of Fees.
· It was noted that with domestic markets at all-time highs and growing international uncertainty, it will be difficult to reach the target rate of return this Fiscal Year. Valuations might be becoming “stretched,” limiting further upside this Fiscal Year. 
Market Outlook – Fiscal Year 2015
Reasons for Optimism: 

· U.S. economy continues to improve
· Accommodative policies from central banks
· Yellen continues on current Fed path
· A rate increase is likely in mid-2015
Causes for Concern:

· Will economic data continue to support current valuations?
· Fed rate hike and its effects on the market
· Geopolitical conflicts
· Effects of low oil prices
· Uncertainty in Emerging Markets led by China, the second largest economy
*Forecasts information were predictions from various sources and cannot be relied upon with any certainty.

Following the performance report, the Fund’s asset allocation was briefly reviewed. 

Investment Committee
Investment Committee Chairman Don Rittenberry reported the following to the Board:

The Committee last met on December 2nd, 2014. The following business was conducted:

· The Director, along with Dr. Bill Madden of Russell and Investment Analyst Chris DeWitt presented a performance report with details through November 30th, 2014. 

· There was discussion about the Fund’s allocation being overweight in U.S. Equities and underweight in Non-U.S. Equity. It had been positive for the Fund, as U.S. Equities had outperformed Non-U.S. Equities. However, Russell recommended that the Fund rebalance this allocation overtime, lowering U.S. Equity exposure and increasing Non-U.S. Equity closer to a policy weight. The Director then reviewed pros and cons of rebalancing between U.S. and Non-U.S. for the near term and longer term expectations.
· Next on the Agenda, the Committee held a discussion on PIMCO, one of the Fund’s fixed income managers. There had been concern over PIMCO’s recent organizational changes, with some clients leaving the manager. The Committee conducted a conference call with Russell’s senior fixed income analyst and Bill Madden to review the situation. Rittenberry noted that PIMCO had been a large and prominent firm with substantial depth in their team for many years. 

· Last on the agenda, the Committee conducted a conference call with Stephen Brewster, Managing Director of Grosvenor Capitol Management. Grosvenor’s new Opportunistic Credit Fund, OCF IV, was discussed. 

Investment Committee Vice-Chairman Ronnie Morse then presented the Committee’s recommendations to the Board. 

· After a detailed discussion on rebalancing between U.S. Equity portfolio and Non-U.S. strategies, and based on Russell’s recommendations, the Committee approved a motion to accomplish rebalancing as follows:
· Accomplish rebalancing in several stages over time, to continue to observe recovery in Non-U.S. markets, while continue to benefit from the leadership of U.S. markets. The Committee expects Non-U.S. valuations to provide opportunities overtime, but believe more confirmation of their recovery is prudent. 

· For the first step, the Committee approved a withdrawal of $50 million from U.S. Equity on a pro rata basis from each of the Fund’s current U.S. managers and rebalancing the funds on a pro rata basis to Non-U.S. managers. The first step was completed in late December and early January. At the next meeting, the Committee will consider an additional step in rebalancing from U.S. to Non-U.S. in the same manner. The Committee will try to make another reallocation before fiscal year end as they continue to observe global economy and markets. 

· Concerning the situation with fixed income manager, PIMCO, the Committee approved a motion to put PIMCO on close watch, subject to the following conditions:
· Staff will conduct monthly conference calls with PIMCO and Russell Consulting to watch how the personnel and organizational changes are progressing, and to evaluate performance and positioning of the portfolio. The staff and Russell have completed the first conference call with PIMCO portfolio manager, Sudi Mariappa and Matt Clark. The first call presented a good picture, and PIMCO is still rated as a retain manager. They were the best performing manager of the three fixed income managers the Fund employs for the fiscal year-to-date. 

· The Committee also approved a motion to allow the Committee to consider other managers as a replacement, should the need arise. 

· The Committee approved a motion to allocate $10 million to the Grosvenor OCF IV Fund to increase total allocation to opportunistic credit. They also approved an additional $2 million to Blackrock’s opportunistic credit strategy to keep the new managers’ allocations near equal.

This concluded the Investment Committee’s recommendations. Sheriff Jeffrey Wiley motioned to approve these recommendations, and Hal Turner seconded.

Director McGee reviewed with the Board members the sale of the Fund’s consultant, Russell, to the London Stock Exchange. The London Stock exchange wished to acquire the indexes that Russell founded, and planned to sell the asset management side of the company, which is the side that the Pension Fund deals with. They expressed interest in a buyer who will keep the organization intact, and hope to have a buyer to announce by May of 2015. The Director’s opinion was that as long as the culture of the organization remains the same, he had no concerns.  However, McGee stated that he would be prepared to recommend a search for a new consultant if the Board found it necessary in the future, as a result of the sale. 
Executive Committee
Executive Committee Chairman Ronnie Morse gave the Executive Committee Report. He stated that the Committee met with auditor Bill Stamm of Duplantier, Hrappmann, Hogan, and Maher on January 29th, 2015 to review the results of the annual audit for the period ending June 30th, 2014. The audit was completed timely, and 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 complementary of the growth in assets and progress of the Fund over the years. They were also complementary of the cooperation and courtesy of 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. 
On the same day, the Committee also met with the Fund’s actuary, G.S. Curran and Co. In the Committee’s opinion, the report reflected substantial progress and the Fund met the requirements to grant a cost of living increase for this fiscal year. 

Don Rittenberry made a motion to adopt the audit report. Hal Turner seconded the motion, and it passed unanimously.

Legislative Committee
Legislative Committee Chairman Hal Turner gave the Committee’s report to the Board. He reported that the Committee had met twice since the last Board meeting, the first time on December 17th, and on February 23rd in a joint meeting with the Funding Study Committee. The Committee recommended to the Board two pieces of legislation, which Turner stated may be combined into just one piece of legislation. The Committee took into consideration the recommendation to not present any bills with an actuarial cost. 
1. Permissive service credit, or air time. The law currently limits purchase to three years. The committee approved a bill to extend that limit to five years. It will assist members at retiring by allowing them to use their own funds from their deferred comp accounts and other sources to allow members to buy additional time for service credit and to use backdrop and annunities sponsored by that fund. Also, by allowing members to invest their own money in the Fund, members have the ability to safely invest, enhancing retirement benefits and become less dependent on COLAS. There would be no actuarial cost to this bill, and LASERS already offers five year purchases. 
2. Change in the law regulating and setting employee contribution rates.  The law currently allows systems to hold a contribution rate at the current rate or reduce it to the rate recommended by the actuarial valuation, but it does not specifically authorize the Fund to hold it in between, which may be of benefit to members and sheriffs. Fund legal counsel Bob Klausner’s opinion was that the Fund already had this authority and while the bill might not be required, he concurred with filing the bill to provide clarity. This bill, if approved by the Board, would allow the Pension Fund to hold the contribution rate in between the current maximum rate or lower the rate to that recommended by the actuarial valuation. 
Sheriff Mike Waguespack motioned to approve these bills recommended by the Legislative Committee, and Don Rittenberry seconded.

Funding Study Committee

The Director gave a presentation on the Funding Deposit Account, an explanation of excess investment earnings, and the requirements of granting a COLA. 
Sheriff Mike Waguespack, Chairman of the Funding Study Committee, gave a report to the Board on the Committee Meeting held on February 23, 2015. In the meeting, the Committee discussed the in detail the Funding Deposit Account, and excess earnings. In addition, the Commmittee heard presentations on the cost of granting a COLA and recommendations for the employer contribution rate.
Keith Duplechain gave a report on the eligibility requirements for retirees receiving a COLA. They were as follows: 
1. A three year waiting period after you retire if you retire before age 60.
2. If a member retires and attains age 60 subsequent to retirement, he or she will be eligible for COLA after one full year after his or her 60th birthday.
3. If a member retires on or after the age of 60, he or she is eligible for COLA after one full calendar year after retirement.
The Board members discussed contribution rate options, as well as a COLA consideration. Sheriff Jeff Wiley motioned to reduce the contribution rate 0.5%, to 13.75%, and credit the Funding Deposit Account by an estimated potential of $12,800,000, as recommended to the Board by the Funding Study Committee. Don Rittenberry seconded the motion, and it passed unanimously.

After confirmation that the Pension Fund was eligible to grant a 2.5% COLA that would be effective as of January 1, 2015 and paid retroactively to eligible retirees with their March 1, 2015 benefit, Sheriff Mike Waguespack motioned to approve of the Fund granting a COLA.  Ronnie Morse seconded and the motion passed unanimously.

Actuarial Valuation Report

The Director began by giving a brief review of GASB 67 and 68 requirements and an update on progress of implementation. Following the presentation, the Director reviewed the Fiscal Year Ending 2014 actuarial valuation along with Gary Curran, the Fund’s actuary. They began by stating that the Fund had increased both its members and retirees in the last year. Also increased were payroll and benefits payments, actuarial asset value and market value of assets. 

For the Fiscal Year ended 6/30/2014, the Fund experienced very good investment performance. The 2014 actuarial valuation report reflected an increase in the market value of assets to $$2,733,132,117 from the prior year’s level of $2,272,263,124, for an increase for the year of $460,868,993.
Curran also explained the change in the actuarial accrued liability, and the method of calculating the funded ratios as defined by GASB 67. 

Sheriff Waguespack motioned to approve the actuarial valuation report, and Don Rittenberry seconded

Director McGee asked for a motion to accept the 2015 audit engagements. Sheriff Jeffrey Wiley made the motion, and Don Rittenberry seconded.
 

Bob Klausner discussed his upcoming conference, which would be held March 15th through 18th in Fort Lauderdale, Florida. 

The Director informed the Board that the Russell Client Conference was being held in New Orleans this year. Russell asked the Fund if they could feature the Board in film footage to talk about the Pension Fund for the conference. The conference dates would be May 2nd through 5th, and the Director informed the Board to let him or the staff know if they would like to attend. 
Sheriff Hilton reminded the Board members about the upcoming Louisiana Sheriffs’ Association conference on July 19th through 18th in Shreveport. 
The Board members were furnished with a tentative upcoming Board meeting schedule, with the next meeting occurring in May. 

Director McGee informed the Board members of the federal mileage rate increase, from $0.56 per mile to $0.575 per mile.
Don Rittenberry made a motion to accept the following items:

1. Ratify 10/22/2014 Board Meeting Minutes 
2. Applications for reciprocal recognition of service and transfers
3. Applications for retirement, backdrop, disability, and survivor benefits

Retired Sheriff Hal Turner seconded, and the motion passed. 
Adjourn

With no further business to consider, Sheriff Willy Martin motioned to adjourn the meeting, with Don Rittenberry seconding.
 
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 February 24th, 2015.
______________________________________






Sheriff William Hilton, President






______________________________________





Osey McGee, Jr. Executive Director

Motions and Concurrences: 
� Trustee Emeritus Consideration


� Investment Committee Recommendations


� Adoption of Audit Report


� Legislative Committee Recommendations


� Funding Study Committee Recommendations


� COLA approval 


� Approval of Actuarial Valuation Report 


� Approval of 2015 Audit Engagement


� Ratify 10/22/2014 Board Meeting Minutes 


  Applications for reciprocal recognition of service and transfers


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


� Adjourn 






1   
LSPRF Board 

                                                               06/27/12


6 



LSPRF Board


                                                            06/27/2012

1
LSPRF Board 

                                                            02/24/2015


