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 10:30 A.M. WEDNESDAY, OCTOBER 14, 2015. 
Active Sheriff William Hilton, President
Active Sheriff Willy Martin, Vice President
Retired Sheriff Hal Turner
      Retired Sheriff Wayne McElveen
      Active Deputy Calvin McFerrin

      Active Deputy Debbie McBeth
      Active Deputy Sharon Cutrera
      Retired Deputy Joey Alcede
      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 Don Rittenberry led the pledge to the American flag.  Roll was called and those in attendance represented a quorum. Retired Deputy Ronnie Morse was not in attendance due to surgery. Sheriff Hilton asked the audience members to introduce themselves. Others in attendance included Senate Retirement Committee Attorney Margaret Corley, Robert Klauser, Attorney, Klausner, Kaufmann, Jensen & Levinson; Gary Curran, Curran & Co.; Bill Madden, 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. 

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 Recap:
· Despite the major global challenges of the year, the Fund ended the fiscal year with a positive performance return.
· The Fund ended the fiscal year with an increase in market value of assets of approximately $148 million over 2014:
· Closed Fiscal Year 6/30/15 at an estimated $2,861,000,000
· Estimated positive fiscal year return of 3.8% Net of Fees
· The Pension Fund compared favorably versus peers-
McGee explained that with the strong performance of recent years further increasing the soundness of the Fund, and a positive return for 2015:
· An expectation of no increase in employer contribution rates for the next fiscal year.
· This was subject to liability experience and impact of updating mortality tables.
· A possibility for further decrease from current contribution rates, due to the Fund collecting above the required rate this year.
· Required was 11.75%, however the Fund collected 13.75%.
· Collecting above the required contribution rate allows for extra funds to be placed in the Funding Deposit Account. The Director explained that putting reserves aside gives the Pension Fund the opportunity to lessen the impact of possible future recessions for individual sheriffs’ offices by buying down employer contribution rates. 
· Note: the Funding Deposit Account also provides potential for pre-funding a Cost of Living Increase for retirees in the future. 


Fiscal Year 2016 – July

The markets rebounded from a late selloff in June.

· This was led by the Greek bailout agreement and U.S. economic improvement.
U.S.

· Corporate earnings beat estimates.
· Housing continued to strengthen.
· The employment picture improved.
Global

· Greece agreed to a bailout deal.
· This eased fears of Grexit 
· Chinese markets stabilized.
· European and Japanese economies continued to show growth, supported by monetary stimulus.
· Estimated return for:
· July equaled 0.9% Net of Fees
· Estimated Market Value Assets at 7/31/15 equaled $2.886 billion
Fiscal Year 2016 – August

· Unfortunately, the Fund saw a massive sell-off towards the end of the month.
· The Dow and S&P 500 were both down over 6% for the month.

· Uncertainty in China concerning their economic growth brought fears to the global economy.
· The devaluing of Yuan
· A steep drop in Chinese markets
· Slowing growth which negatively impacted emerging markets and commodities
· Domestic markets were hit because of the global uncertainty 
· Dow opened down over 1000 pts on August 24th
· While the overall U.S. economic trend still was encouraging, there was inconsistent data
· Revised second quarter GDP of 3.9%
· Revised up from 2.3% initially
· Employment continued to rise
· Still lacked wage growth
· Corporate earnings beat expectations
· They were weak overall, however
· Impacted from Chinese slowdown, strong dollar, & low oil prices
· Weak manufacturing numbers
· Estimated return for:
· August equaled (4.0)% Net of Fees
· Fiscal Year to Date equaled (3.1)% Net of Fees
· Estimated Market Value Assets at 8/31/15 equaled $2.771 billion
Fiscal Year 2016 – September 

· Heavy volatility continued in September.

· There was growing uncertainty regarding China’s economy
· Fed decision on rate hike
· Global markets felt the effects of slowing Chinese growth
· The worst quarter since 2011
· Emerging market outflows
· Commodities declined
· U.S. manufacturing declined due to weakened foreign demand
· Due to the global uncertainty, Fed announced no rate hike in September
· This further increased the volatility in the markets
· The Fed still believes improving U.S. economic conditions warrant a rate hike later this year.
· Estimated return for:

· September equaled (2.1)% Net of Fees
· Fiscal Year to Date equaled (5.2)% Net of Fees
· Estimated Market Value Assets at 9/30/15 equaled $2.710 billion

Fiscal Year 2016 – October

· The market rallied to begin October

· Up 3% first full week of October


· There was weak U.S. economic data
· 142k jobs were added in September
· There was optimism that the weak data would delay a Fed rate hike
· Estimated return as of 10/9:

· October equaled an estimated 2.9% Net of Fees
· Fiscal Year to Date equaled an estimated(2.3)% Net of Fees
· Estimated Market Value Assets at 10/9/15 equaled $2.791 billion
The Director added that based on current market conditions, it would be difficult to meet the Fund’s target rate of return this Fiscal Year.

Market Outlook 
Fiscal Year 2015-2016

· Reasons for Optimism:
· U.S. economy continued to improve
· Growth continued to be sluggish
· Accommodative policies from central banks
· Yellen continued on current Fed path
· Rate increase still possible in 2015
· Causes for Concern:
· Will economic data continue to support current valuations?
· Stretched valuations – need more economic growth to hold/increase current levels.
· Weak start to 3rd Quarter earnings season
· How will the Fed rate hike affect the markets?
· Uncertainty in Emerging Markets
· Led by China, 2nd largest economy
· Impact on Developed Economies
· Geopolitical conflicts
· Effects of low oil prices 
*Forecasts information are predictions from various sources and cannot be relied upon with any certainty

The Director then reviewed and discussed the Fund’s current asset allocations.
Investment Committee
Investment Committee Chairman Don Rittenberry reported the following to the Board:

The Committee met twice since the last Board meeting, first on September 3, 2015, and then again the morning before the Board of Trustees meeting, October 14th, 2015. The meeting on September 3rd began with a conference call with Erik Ristuben, Russell’s Chief Investment Strategist. Erik presented a global market update and discussed the economic outlook for the near term and longer term future. 
Following the conference call, the Director, Dr. Bill Madden of Russell Consulting, and Investment Analyst Chris DeWitt presented a detailed performance report. 
Next on the Investment Committee’s agenda, Dr. Bill Madden led a discussion of fixed income transfers, explaining that when Fed rate hikes begin, the Fund’s fixed income portfolio would begin to see a decline in performance. Earlier in the year, the Committee approved moving $62 million from equities into the Core plus bond managers, Dodge & Cox and Goldman Sachs. Russell recommended that the Committee transfer the $62 million from the two managers into a Mellon Capital Short Duration Bond Fund, to be reserved for investment in Value Add Real Estate and possibly other strategies in anticipation of the Fed’s next meeting and possible beginning of rate hikes. 
Rittenberry stated that the Committee approved this recommendation, and the transfer of the $62 million was completed. 

Next, in order to increase diversification, Russell recommended placing additional funds in Grosvenor’s Opportunistic OCF IV fund. The committee concurred with the recommendation to consider adding $10 million to the fund before it closed at the end of the year, but wanted to watch market conditions and reevaluate the decision at the next meeting of the Committee, before the end of the year. 

The final item on the Investment Committee’s agenda was a presentation by Ed Garcia, the head of Russell Real Estate, on Value Add real estate as a possible additional asset class for further diversification of the Fund. The options presented for investment in the asset class were either a multi-manager fund to be set up and managed by Russell Investments, or a search for candidates for separate managers not in a Russell Fund. The Director recommended that the Committee take the matter under advisement at the time. With heavy market volatility, and the anticipation of the Fed’s rate increase, the Committee deferred the decision until the next meeting of the Committee in order to further watch developing market conditions. 

Rittenberry then moved on to report on the Investment Committee meeting held just before the Board meeting. The Committee considered rebalancing U.S. equities and increasing closer to the Fund’s non-U.S. target. Dr. Madden of Russell presented information on different strategies including implementation of a new strategy, Global Equities. The Committee reviewed information on 4 global managers recommended by Russell. 
Next on the agenda, the Committee continued discussion of hiring Value Add real estate managers, presented by Bill Madden and through conference call with Tamara Larsen of Russell. 

After discussion, the Committee recommended making an additional allocation of $10 million to Grosvenor’s Opportunistic Credit OCF IV Fund based on Russell recommendations. This would be funded from the in-house treasury fund. 

Second, the Committee also recommended interviewing the following Global Equity managers, based on Russell’s recommendations: Alliance Bernstein, AQR, and Numeric Investors. The Committee also recommended that the Board authorize the Investment Committee to interview finalists and hire of one of the managers, and authorize the Director, in consultation with legal counsel, to enter into contracts. 
Finally, the Committee recommended hiring and pairing two Value Add real estate managers, Blackstone and JP Morgan, again based on Russell recommendations. The Committee recommended making an allocation of $25 million to Blackstone and $15 to JP Morgan, and they would bring the managers back in for discussion, if necessary. They also recommended the Board allow the Committee to hire these managers, and authorize the Director in consultation with legal counsel to enter into contracts. 
That completed the Investment Committee’s report and recommendations. President Hilton called for a motion to approve of the Committee’s recommendations from their September 3rd and October 14th meetings. Sheriff Willy Martin motioned to accept the recommendations. Retired Sheriff Hal Turner seconded, and the motion passed.
 
Legislative Committee
Legislative Committee Chairman Hal Turner gave the Committee’s report to the Board. He reported that the Committee planned to conduct a meeting in November to consider the Fund’s legislative package for the year. Turner stated that the Committee expected a special session early in the year, before the regular session, due to new administration. He added that the Board can expect serious and contentious issues in both sessions, due to the state’s budget problem, and that the Pension staff would monitor both sessions closely for legislation that may impact the Fund. 
The Director and Turner discussed one legislative change that they believed was of high importance and needed to be addressed. With the number of law enforcement officers killed in violent deaths increasing in Louisiana and around the nation, the Committee wanted to update survivor benefits to show respect for deputies and support for their families. 
Turner explained that currently, when an officer dies in the line of duty, the surviving spouse is entitled to option 2 benefits, and each minor child is entitled to 15% of the member’s benefit. If the surviving spouse subsequently dies, leaving the minor children, the children are entitled only to their 15% each of the benefit. 

The Committee would like to see the minor children be left the full option 2 benefit until the age of majority, or until age 23 if they are a student in good standing in an accredited school or college. The benefit would be paid into a trust to be administered by a court appointed trustee. 

Turner stated that this was a brief explanation, and the legislation needed would be much more complex. Together with attorneys, the Fund would work to develop the details of the proposed legislation. Turner added that the LSA staff fully supported the effort. 

To conclude the Legislative Committee report, Turner said that if the Board members had any other legislative requests, to please let the Director know as soon as possible so they can be researched before the Committee meets. Due to the difficult sessions expected, the Committee felt it would be advisable to have as few bills as possible. 
Senate Retirement Committee Attorney Margaret Corley informed the Board that Senator Barrow Peacock offered to sponsor any legislation that the Pension Board would like to bring forward. 
Attorney Robert Klausner commented that he and his team had been researching public safety death benefit provisions throughout the country looking for innovative ideas. 

Don Rittenberry motioned to approve and adopt the Legislative Committee’s recommendations. Debbie McBeth seconded, and the motion passed.

The Director asked for the Board’s approval of the Audit Compliance Questionnaire, a routine questionnaire required by the Louisiana Legislative Auditor, which the Fund provides to its auditors every year. A copy of the questionnaire was provided to the Board members in their Board agenda folders.  Don Rittenberry made a motion to adopt the Audit Compliance Questionnaire, and Joey Alcede seconded.
 
Board members were provided a list of tentative Board meeting dates for 2016 in their agenda folders, and it was briefly reviewed. 

Bill Madden updated the Board on the sale of Russell Investments. The London Stock Exchange Group announced that it had entered into an agreement to sell the investment management and solutions business of Russell Investments to TA Associates, one of the world’s oldest and most experienced global growth-oriented private equity firms. 

Hal Turner made a motion to approve the Board meeting minutes from June 23, 2015. Don Rittnberry seconded and the motion passed.

Retired Sheriff Wayne McElveen motioned to accept the following items:

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

Adjourn
With no further business to consider, the Director thanked everyone for attending and invited guests and Board members to stay for lunch downstairs. Hal Turner motioned to adjourn the meeting, with William Hilton seconding, 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 October 14, 2015.

_________________________________________





Sheriff William Hilton,President






______________________________________






Osey McGee, Jr. Executive Director

Motions and Concurrences: 
� Investment Committee Recommendations


� Legislative Committee Recommendations


� Audit Compliance Questionnaire Adoption
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