Burlington Employees Retirement System
Board Meeting Minutes

August 23, 2012
Board Members Present: 
James Strouse


Paul Sisson




Ray Nails


Jeffrey Wick 




Munir Kasti  


Ben O’Brien




Bob Hooper

Others Present: 

Marina Collins

Steve Rauh




Karen Paul


Matt Considine




Stephen Wisloski

Barry Bryant





Steven Roth

James Strouse convened meeting at 8:35 AM.

1. Agenda:  No Changes. 
2. VPIC Presentation: State Treasurer Pearce gave a brief history of the VPIC board evolution, bringing 3 boards together in 2005.  BERS joined in 2007, saving BERS about 1 million in fees and access to a more diversified investment portfolio.  Matt Considine went through the BERS Performance Summary, tab 2, page 17 showed that BERS ranked in the 7th percentile in the last quarter; FY YTD ranked in the 24th percentile; 3 YR ranked in the 3rd percentile and 5 YR ranked in the 57th percentile.  Mr. Considine also went over the chart on pages 18 and 19 showing the BERS relationship to many other public funds.  He discussed the current asset allocation vs. the target allocation.  Mr. Considine showed how the performance changes as VPIC moved away from equity into a more diverse asset allocation (page 20).  He pointed out that looking at the 3 year return may give a better appreciation for how the current allocation performs vs. what the 5 year return was because that was the beginning of the restructuring of the allocation.  Steve Rauh discussed how VPIC is going about measuring the changes of restructuring the portfolio over the last several years and how active management contributed to performance.  VPIC tried to dial back the portfolio risk.  Mr. Kasti asked how could he explain to the average person that we have an 8% rate of return assumption when the portfolio has earned less than that over the last 5 years.  Ms. Pearce responded that the 3 year number is 13.9% and if you look at the 5 year number remember we are including 2008 when the market fell.  Mr. Rauh said that one way to explain it is that you have 3 moving parts, contributions, investments and benefit structures.  If the investment return is low, then it has to come out of the other pocket, either the employer contribution or the employee contribution or you have to circle back around and look at benefits.  If you looked back before 2008 the expected rate of return was probably around 8.5%.  We currently have historically low interest rates and we are in a different economy.  We are trying to be considerate and conservative because that is the reality we are currently in.  The returns are marginally driven by the financial markets. We think the VPIC portfolio is well positioned to navigate these times.  
Paul Sisson moved to amend the agenda to deal with time sensitive issues and that the issue of rate of return will be on the September agenda, items 5 and 6 specifically and move them to become items 3 and 4, seconded by Mr. Hooper.  Motion carried 7:0. 
3. Approval of Retirement Applications:  Mr. O’Brien moved to approve, seconded by Mr. Kasti.  Motion carried 7:0.

4. Ratify Refund/Rollover of Contributions: Mr. O’Brien moved to approve, seconded by Mr. Kasti. Motion carried 7:0. 
Mr. Sisson requested to be excused at 9:55 AM.

5. Barry Bryant – Dahab Associates: Mr. Bryant discussed the various thoughts on rate of return assumptions and VPIC’s strategy and overall performance.  The board discussed with Mr. Bryant the various thoughts regarding rates of return and how to look forward.  Mr. Bryant said that it does seem a little strange that BERS has an 8% assumption while VPIC has something lower.  If we had 70% with VPIC and 30% in for example, Private Equity, then perhaps we could justify the 8%.  We can’t really intellectually justify a higher rate of return that VPIC with a 90/10 split unless we disagree and say that we are right and they are wrong.    The discussion followed with the consensus that once Buck Consultants completes the Capital Market Outlook and the Valuation is complete that we will have a better understanding about the current assumptions and whether they need to be adjusted in the future.  The board discussed whether we should do another experience study which also may shed some light on assumption changes.  The discussion continued around renewal of the VPIC contract for another year, Mr. Bryant to prepare a model looking at the last 5 years, showing returns, fee’s, etc. to see what a reasonable alternative might look like and by the time the VPIC contract expires in October of 2013 the board can decide whether to continue with one year contracts or to sign a 5 year contract.
6. Retiree COLA 1/2013:  The material was in the packet, showing a 1.7 cost of living adjustment based on 24-40 of the Burlington Code of Ordinances.
7.  Minutes:  Mr. Nails moved to approve the 7/19/12 minutes.  Mr. Strouse commented that Karen Paul suggested that the board check Robert’s Rules about whether Mr. Hooper needed to be present for nomination and election to the Vice-Chair position and the research showed that if the candidate was absent but does not decline upon notification, he is elected.  The board was satisfied and recognized that this board tends to operate a bit informally but that has worked well, allowing non board members to be a part of the discussions.  
8. Executive Session:  Mr. Nails moved to enter into executive session at 10:58 AM, Mr. Kasti seconded.  Motion carried 6:0.  The board moved out at 11:01 AM.  Mr. Hooper moved to approve the disability retirement, seconded by Mr. Nails.  Motion carried 6:0.
9.  Adjournment:  Mr. Nails moved to adjourn, seconded by Mr. Kasti.  Motion carried 6:0.
