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 A.M. TUESDAY, JUNE 23, 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
Retired Sheriff Ken Goss

Active Deputy Calvin McFerrin

Active Deputy Debbie McBeth
Active Deputy Sharon Cutrera
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 Willy Martin led the pledge to the American flag.  Roll was called and the full Board was in attendance.  Sheriff Hilton asked the audience members to introduce themselves. Others in attendance included LaFourche Parish Sheriff Craig Webre, Robert Klauser, Attorney, Klausner, Kaufmann, Jensen & Levinson; Greg Curran, Curran & Co.; Paul Gillis, Russell Investments; Jason Windham, Shobe Financial; as well as several parish representatives. Pension Fund staff members in attendance included Assistant Director Keith Duplechain, Lacey Weimer, Chris DeWitt, and Katie Thiebaud. 

Executive Director Osey McGee and Assistant Director Keith Duplechain gave special recognition to Pension Staff member Lacey Weimer, who completed her course work for her Masters in Business Administration from Louisiana State University the week prior to the meeting. Weimer was presented with a corsage, and the Board congratulated her on her outstanding achievement. 
Financial and Market Reports

Executive Director Osey McGee, Jr., along with Investment Analyst Chris DeWitt presented a review of performance and economic information from the beginning of the fiscal year, to date:

Performance Highlights 

Fiscal Year 2015 – First Half
· It was a volatile 1st Half
· The U.S. economy continued to improve, while international economic conditions worsened
· U.S.
· There was solid GDP growth.
· There was better than expected corporate earnings reports.
· There was a falling unemployment rate.
· Global
· Geopolitical conflicts intensified.
· There was a slowdown in developed markets.
· There were falling oil prices.
· Central Bank stimulus
· European Central Bank
· Bank of Japan
· Estimated return for first half of the Fiscal Year:
· Fiscal Year-to-date at 12/31/14 equaled 0.90% Net of Fees
· Estimated Market Value Assets at 12/31/14 equaled $2.745 billion
Fiscal Year 2015 – Third Quarter

· A strong rebound in February led to an outstanding third quarter of the Fiscal Year. 
· The U.S. economy continued to improve.
· There was rising employment.
· There were better than expected corporate earnings.
· There was an improvement in housing.
· Consumer confidence was high. 
· There was an improving international picture.
· European Central Bank announced Quantitative Easing.
· An improving European economic picture
· Greece/EU talks 
· Ukraine/Russia cease-fire
· Asian stimulus helped to bolster markets.
· Estimated return for:
· Third Quarter equaled 2.5% Net of Fees
· Fiscal Year-to-date equaled 3.5% Net of Fees

· Estimated Market Value Assets at 3/31/15 equaled $2.832 billion
Fiscal Year 2015 – Fourth Quarter

· The markets hit new all-time highs in May.
· They have since pulled back from those highs. 
· There was mixed U.S. data caused by:
· A harsh winter
· Port strike
· Strong U.S. dollar
· However, better than expected corporate earnings 
· Data improved in the fourth quarter of the Fiscal Year.
· The employment picture continued to improve.
· The Fed announced no rate hike in June.
· Data dependent
· Initial increase still expected in 2015
· International markets remained volatile.
· Possibility of Greek default caused nervousness in the markets.
· There was improvement in European economies.
· Stimulus continued to have positive effect.
· Estimated return for:
· Fourth quarter equaled 1.5% Net of Fees
· Fiscal Year-to-date equaled 5.0% Net of Fees 
· Estimated Market Value Assets at 5/31/15 equaled $2.889 billion
Fiscal Year 2015 – June
· The markets remained flat through the first three weeks of June.
· There was optimism over no Fed rate hike and a potential Greek debt deal.
· However, the Fund does not expect to meet its 7.7% valuation interest rate target.
· Estimated return for:
· Fiscal Year-to-date equaled 5.6% Net of Fees
· Estimated Market Value Assets at 6/22 equaled $2.916 billion*
*Subsequent event footnote: on 6/29/15, the market encountered a steep decline, reducing final Fiscal Year return. 

Market Outlook
Fiscal Year 2015

· Reasons for Optimism
· The U.S. economy continued to improve.
· There were accommodative policies from central banks.
· Yellen continued on the current Fed path.
· A rate increase likely in third quarter 2015
· Causes for Concern
· Will economic data continue to support current valuations?
· A Fed rate hike and its effect on the market
· Greek Default/Exit
· Geopolitical conflicts
· Effects of low oil prices
· Uncertainty in Emerging Markets
· Led by China, 2nd largest economy**
**Forecasts information are predictions from various sources and cannot be relied upon with any certainty.
Following the performance report, the Director reviewed the Fund’s asset allocation.

Paul Gillis gave the Board a review of Russell’s cycle valuation sentiment, a three step process used to look at markets. Gillis reviewed U.S. equities, European equities, and Emerging Market equities. 

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

The Committee last met on May 19, 2015. The meeting began with a conference call with Erik Ristuben, Russell’s Chief Investment Strategist. He presented a global market update and discussed the economic outlook for the near term and longer term in order to assist the Fund in planning rebalancing activities. 
Following the conference call, the Director, along with Dr. Bill Madden and Investment Analyst Chris DeWitt, presented a detailed performance report for the Fiscal Year-to-date. 
Next on the Investment Committee’s agenda, Dr. Madden and the Director gave a presentation on Russell’s rebalancing recommendations. The markets were experiencing heavy volatility due to inconsistent economic reports and concerns over when the Fed would begin to raise the Feds Funds Rate, and what the impact would be on markets when it happened. After hearing the presentation, the Committee voted to make changes in asset allocation based on Russell’s recommendations. 

BlackRock was brought in as a part of the Fund’s due diligence to discuss performance of the opportunistic credit strategy that the Fund implemented. Their performance began weak, below the Committee’s expectations, and below the other manager the Fund uses in this strategy. However, BlackRock’s performance substantially improved. Aimee Hirata of BlackRock, along with her associate, gave a detailed portfolio review. Rittenberry stated that they were a very large investment manager and highly regarded in the industry. The Committee expected performance to continue to improve, and noted that they would continue to monitor the manager closely. 

Last on the Investment Committee’s agenda, Julia Cormier and Paul Gillis of Russell Investments gave a detailed presentation on the real estate markets, including the Fund’s current Core Real Estate Fund. Rittenberry explained that the Core Fund had performed very well over the years. Its one-year performance net of fees was 12.7%, and the five year number was 13.5%. The Committee expected a return for this fiscal year of 12%+. 
Russell also gave a presentation on adding an additional strategy using Value Added Real Estate to assist the Fund with further diversification in real estate and the portfolio.
At the conclusion of the Investment Committee report, Ronnie Morse presented the following as recommendations from the Investment Committee to the Board: 

Morse stated that market volatility had been heavy throughout the fiscal year. He explained that a substantial part of the volatility centered on when the Fed would make its first rate increase, the timing and pace of the rate increases after the increases began, and the impact on equities and other areas of the markets. There was no increase implemented in the June meeting, but Morse added that each meeting of the Federal Open Market Committee brought the inevitable beginning of the rate increasing cycle closer. Most economists expected the rate to begin in September or December of 2015. 
In keeping with the economic outlook and the initial impact the Fund expected to see when the rate increases began, the Committee worked with Russell Consulting on a further rebalancing plan. Earlier in the year, the Board authorized the first step in rebalancing by making a $50 million withdrawal from U.S. equities and reallocating this amount to non-U.S. equity to bring the portfolio closer to policy limits, with further rebalancing to be completed by Fiscal Year end June 30, 2015, as the Committee watched economic developments. It was completed in December and Early January. 

Dr. Bill Madden and Russell’s recommendations for the May 19th Investment Committee meeting were as follows:

· Reduce (sell) 3% of U.S. equities (approximately $87 million)

· Use $22 million from our in-house treasury fund (cash)

· Total funds to be re-invested would equal $109 million

The reallocations Russell recommended were as follows:

· $10 million to Grosvenor OC IV Opportunistic Credit Fund

· $10 million to Russell Core Real Estate Fund

· $29 million to non-U.S. equity

· $60 million to fixed income allocated between managers Dodge & Cox and Goldman Sachs in a 60%/40% split

The Committee approved these recommendations, and the reallocations were completed or committed to by the staff. The Committee also voted to pursue implementing a Value Added real estate strategy using one of the following options:

· A new Russell multi-manager strategy customized for the Pension Fund

· Conduct a search for one or two managers the Fund would hire directly to implement the strategy

Morse explained that this would further increase the Pension Fund’s diversification in reducing equity exposure in keeping with the market outlook.

With Board approval, the Committee would continue the process of considering and implementing a value-added real estate strategy and come back to the Board for final approval. 

Director McGee then showed a brief presentation detailing the managers involved in the rebalancing. He explained that there was a pro rata withdrawal, reallocated to non-U.S. equities, real estate, alternative and hedge strategies, and fixed income.
McGee also reminded the Board that the Investment Committee was given authority to make rebalancing decisions between managers; however they were not authorized to hire new managers without board approval. 

That completed the Investment Committee report. Morse called for a motion to ratify the Committee’s decisions of the May 19th, 2015 meeting. Sheriff Mike Waguespack motioned to approve of the Committee’s rebalancing decisions. Sheriff Willy Martin seconded, and the motion passed.
 

Legislative Committee
Legislative Committee Chairman Hal Turner gave the Committee’s report to the Board. He reported that the Fund had a successful legislative session. Senate Bill 17, authored by Senator Elbert Guillory, passed without any problems. In addition, there was no legislation passed that may have unfavorably impacted the Fund. 
Turner detailed Senate Bill 17, explaining its accomplishments. 

· It increased the Fund’s provisions for members to purchase “permissive service credit” from three years to five years of service.

· This will offer members a means to safely invest their own money from their deferred compensation savings into the Pension Fund to:

· Help provide a more livable benefit in retirement.

· Become less dependent on COLAs that are not guaranteed and not predictable on a regular basis.

· The bill also clarified the Board’s authority and flexibility in setting the employer contribution rate. It will assist the Fund to:

· Provide funding into the Funding Deposit Account in favorable times, for use in helping to control employer contribution rates in more unfavorable times.

· Create reserves to pre-fund COLAs in the future without impacting the employer contribution rate when other funding requirements are met. 

· Funding deposit reserves may also be used to further pay down the Fund’s frozen unfunded liability. 
· Finally, the bill also made a technical change in provisions allowing the granting of COLAs.

Chairman Turner extended a special thanks to Sen. Guillory for authoring the bill and helping to move it. He also extended appreciation to Senate attorney Margaret Corley for drafting the bill.

Turner then thanked Rep. Kevin Pearson for meeting with the staff to discuss the bill, and for his help in easily moving the bill through the House Retirement Committee and House floor. 

Finally, he expressed gratitude to Mike Ranatza, Executive Director of the Louisiana Sheriffs’ Association, and his staff, for their support.

GASB 68 Update

The Director gave a brief update on GASB 68, its implementation, and what the Pension Fund had done to prepare for it. He stated that the Pension Fund held two seminars at the Pension office, and presented on it at the Louisiana Sheriffs Association Conference, the Government Finance Officers Association Conference, and at Board meetings. At the most recent seminar that the Pension Fund hosted, each parish’s sheriff’s office was furnished with information that the auditors and financial officers needed to complete the new GASB requirements, and a template prepared by the Fund’s auditors to show accountants how to make entries. In addition, McGee reported that Pension staff would be auditing East Baton Rouge parish, Lafayette parish, and Acadia parish this year as required by the new GASB standards, to see how they’re collecting and reporting contributions and salaries. 
Sheriff Waguespack thanked the Director for his work in assisting the parishes with these new GASB requirements. 

Actuarial Contract
The Board reviewed a new actuarial agreement from the Fund’s actuaries, Curran & Co., and the Director recommended approval and stated that there was no price increase in the basic contract. Sheriff Jeff Wiley motioned to approve and adopt the new actuarial agreement, and Retired Sheriff Hal Turner seconded the motion.

Informational Items

The Director reminded the Board members of the upcoming LSA conference, held July 19 – 22 in Shreveport, Louisiana. He also asked the Board for input on what should be presented during the Pension Fund’s seminar at the conference.

Next on the agenda, the Board members discussed the scheduling of the annual educational retreat, where Board members receive their required educational hours needed to serve on the Board of Trustees. The Board decided on August 10th and 11th, and expressed interest in holding the retreat in Baton Rouge. They collectively agreed to let the Director and President decide upon where to hold the retreat, and it was later decided to be held at L’Auberge Hotel in Baton Rouge, Louisiana. 

Director McGee updated the Board on the COLA implementation that was paid on March 1, 2015 retroactive through January 1, 2015.
Don Rittenberry made a motion to approve the Board meeting minutes from February 24, 2015. Sheriff Jay Russell seconded the motion.

Willy Martin motioned to accept the following items:

1. Applications for reciprocal recognition of service and transfers
2. Applications for retirement, backdrop, disability, and survivor benefits
Retired Sheriff Hal Turner seconded, and the motion passed.

The Board was shown the short video played at the Russell Conference in New Orleans, Louisiana, profiling the mission of the Pension Fund and the mission of Louisiana sheriffs. The video featured Sheriff Waguespack, Sheriff Hilton, the Director, and Pension staff.  
Legal Counsel Bob Klausner, with Director McGee reported to the Board members on Walgreens securities litigation that the Pension Fund was participating in. 
Adjourn

With no further business to consider, Don Rittenberry motioned to adjourn the meeting, with Wayne McElveen seconding. Ronnie Morse blessed the lunch meal and the meeting was adjourned.
 
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 23, 2015.
______________________________________






Sheriff William Hilton, President






______________________________________





Osey McGee, Jr. Executive Director

Motions and Concurrences: 
� Investment Committee Recommendations


� Adopt New Actuarial Contract


� Approval of 02/24/15 Board Meeting Minutes


� Applications for reciprocal recognition of service and transfers


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


� Adjourn 
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