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KENT COUNTY PENSION REVIEW COMMITTEE

Special Meeting Minutes

Monday, April 7, 2008
Kent County Administrative Complex
555 Bay Road, Dover, DE

Call to Order & Determination of a Quorum: 1:35 p.m.
Members Present: 





Members Absent: None
David Craik, Chairman 




Kelly Crumpley

Susan Durham

Thomas Leary 
Duke Strosser




Margaret Talley, Ex Officio


Guests Present:
Allan Angel, Levy Court Commissioner

Kathy Kunkle, State Pension Office
Allan Kujala, Personnel Director

Mike Petit de Mange, County Administrator
Chairman Craik presiding
Call of the roll revealed a quorum was present.

1.
Staff – Discuss Fixed Income Fund Manager replacement process.


Pension Fund Consultant Frank Carofano of Segal Advisors was contacted by telephone and he advised the Committee via speakerphone that the current fixed income manager – Weiss, Peak & Greer had decided to exit the fixed income market effective June 1, 2008 and was recommending that the fund be managed by Morgan Stanley Investments.  Mr. Carofano recommended against keeping the funds with Morgan Stanley and advised instead that an index fund might be the best investment vehicle due to the turbulent market.  He said the Segal research department had found two excellent index funds to recommend including Northern Trust Aggregate Bond Index (10 bps fee) and Amalgamated Long View Core Bond Fund (12 bps fee) subsidized by Prudential.  After reviewing the performance, he recommended the Amalgamated enhanced index fund since it was better able to protect principal on the down side with a slight chance to outperform the index.  He reported that Amalgamated had returned 7.1% in 2007 and 4.9% in 2006, just above the index performance. He suggested that it might not be necessary to interview either manager since they are strictly tied to the index.

A motion was made by Mr. Leary, seconded by Mr. Crumpley, to recommend that Levy Court select the Amalgamated Long View Core Bond Fund as the new fixed income fund manager to replace Weiss, Peck & Greer effective May 1, 2008. 
2.
Staff – Discuss use of State Pension Office for all fund investment management.
Ms. Kunkle from the State Pension Office advised that Sussex County as well as a couple municipalities currently invest pension funds through the State Pension Office. She noted that Kent County has about $8 million of OPEB (retiree health benefits) funds invested with the office. She said the State Pension Office is currently investing about $7 billion in various fund vehicles as determined by the board of trustees.  Ms. Kunkle reported that at the end of February 2008, 11.7% was invested in domestic equities, 18.6% in international equities, 19% in domestic bonds, 4.5% in cash, 26.6% in asset allocation (of which 9.5% is pure stock and 17.1 % is composed of 76 % is in stocks and 24% in fixed income for a net effect of 22.5% stock and 4.1% fixed income), and 15.7% is invested in private partnerships, venture capital, and hedge funds, all of which are considered more aggressive investment vehicles than equities. 

Ms. Kunkel explained that any fund manager fee would be deducted from the fund proceeds and averages 30 bps depending on overall performance of the fund and costs allocated against the participants. She noted that currently there are only two withdrawal periods permitted – January 1 and July 1, therefore the County would need to retain a portion of pension assets in cash to make monthly pension payments.
Mr. Kujala presented a side-by-side annual returns comparison, but it was noted by Ms. Durham that the growth potential of the County’s $24.6 million pension fund (as of 12/31/07) would have been limited by the investment policy which restricted investments to domestic equities and fixed income until this year and maintained a less aggressive 60/40 equities to fixed income allocation:

CY


State Plan

County Plan

Index

2007


9.2%


6.68%  

6.06%

2006


15.0%


9.47%


11.12%

2005


7.0%


8.18%


4.00%

2004


13.0%


9.34%


8.29%

2003


22.8%


19.43%

18.48%

2002


-9.7%


-13.9%


-9.82%

2001


-7.4%


-9.55%


-3.71%

2000


10.5%


-1.33%


-0.99%

1999


14.1%


7.37%


12.00%

1998


14.5%


25.16%

20.98%

1997


not provided

28.75%

23.63%

1996





21.52%

14.97%

1995





32.39%

29.66%


1994





0.10%


-0.33%


1993





12.26%

9.99%


1992





4.82%


7.58%


1991





32.11%

24.75%


1990





5.03%


1.79%


1989





22.00%

24.72%


1988





10.30%

13.03%


1987





11.99%

5.65%


1986





20.56%

17.56%

Ms. Kunkle reported that Sussex County has $26.5 million of pension funds invested with the State and another $10.5 million of OPEB funds.  She confirmed that the State Pension Office only acts as a fund manager for DelRIP, so the County could decide to withdraw any or all funds at any time. 
Ms. Durham confirmed that a previous concern about detailed State pension plan performance reports had been resolved to the County auditor’s satisfaction.

Mr. Kujala advised he had spoken with the Sussex County Finance Director to determine why that County had not invested all $45 million of their pension fund with the State. She replied that she was unsure.  He said he also asked Sussex County pension advisor Pierce Park Group why, and was advised that State Fund is viewed as too aggressive by that county’s pension board.

At the recommendation of Mr. Leary, the Committee by consensus asked staff to review the funding required to pay monthly pension checks and determine potential impacts to overall fund performance if such a large sum remains liquid. Staff was asked to report back at the next meeting for additional discussion on this issue. 

3.
Any other additional business properly brought before the Committee:
None. 

4.
Next Meeting.

Committee members were reminded that the next meeting is scheduled for Thursday, May 15, 2008 at 12:00 noon for the annual lunch meeting. 
Meeting adjourned at 2:40 p.m.

Minutes drafted by Allan Kujala and are subject to change at a future Committee meeting

