Burlington Employees Retirement System
Board Meeting Minutes

February 29, 2012
Board Members Present: 
James Strouse
(by phone)
Robert Hooper





    
Munir Kasti


Ray Nails




William “Chip” Mason 
Rich Goodwin





Ben O’Brien (9:10 AM)   

Others Present: 

Marina Collins

Barry Bryant





Bill Keogh


Karen Paul



James Strouse convened meeting at 8:41 AM.

1. Agenda:  There was no need for Executive Session.

2. Approval of Minutes 1/19/12:  Mr. Nails moved to approve, seconded by Mr. Kasti. Motion carried 6:0.

3. Approval of Bills: Mr. Nails moved to approve, seconded by Mr. Mason. Motion carried 6:0. 
4. Consideration of Retirement Applications: Mr. Nails moved to approve, seconded by Mr. Kasti.  Motion carried 6:0.

5. Ratify Refund/Rollover of Contributions:  Mr. Nails moved to approve, seconded by Mr. Mason. Motion carried 6:0.
6. David Driscoll – FY11 Valuation: Mr. Driscoll went over the results on page 1, which compares the preceding year’s results.  Class A compensation was up about 3% and Class B up about 5%.  The rate of return on the actuarial value of assets was 4.4% even though there was an 18% increase in the market value in 2010 and 21.17% increase in the market value in 2011.  This is because of actuarial smoothing, which lowers the actuarial rate of return to 4.4%.  Mr. Driscoll summarized the contributions payable by the City of Burlington on June 30, 2013(on page 6).  Mr. Goodwin asked if the 5 year smoothing method is the most common, as opposed to a 3 year smoothing.  Mr. Driscoll responded that a 3 year smoothing is more conservative and the disadvantage is increased volatility.  Mr. Nails asked if you could change your smoothing method from year to year?  Mr. Driscoll responded that you can because it is a self imposed rule, however, you would have to disclose it in the financials and it is probably not a good idea.  Mr. Hooper asked how demographic changes play into the results?  Mr. Driscoll responded that yes, BERS uses a funding method that increases as people age.  He said that Class B as a percent of pay went down because of new members and Class A rose from FY10 to FY11, the effect of an aging group.  Mr. Hooper asked if Mr. Driscoll had an opinion as to which group is financially healthier, Class A or Class B?  Mr. Driscoll explained that because BERS has liabilities connected by a common pool of assets and each class having its own characteristics that it would be difficult to say, statistically.  The Administrator asked if BERS should be performing another experience study?  Mr. Driscoll responded that 2013 would be a good time to do that as the last one was in 2009.  There was general discussion about whether BERS or the Administration should ask Buck to perform an analysis with regard to different rates of return and the effect on the City contribution.  The board also discussed whether they should explore the method adopted by VPIC, called the Select and Ultimate.  Mr. Kasti asked Mr. Driscoll what his recommendation was in regard to the correct rate of return assumption.  Mr. Driscoll responded that it would be reasonable to use the 8%, that BERS was somewhere in the range and that he would recommend  waiting until Buck completes the 2012 Capital Market outlook.  After discussion, the consensus was that the City would request the rate of return analysis.  Mr. Strouse moved to accept the 2011 Actuarial Valuation and to include the recommended funding level prescribed with our annual budget request, seconded by Mr. Nails.  Motion carried 7:0.  Mr. Driscoll left the conversation.  Discussion continued regarding investigating the Select and Ultimate method.  Mr. Mason asked a process question.  Mr. Strouse thought that we heard that we had to wait until the 2012 Capital Market outlook was complete, and perhaps the experience study and see where we stand with regard to the rate of return recommendation.  What the City has asked for is what the cost would be associated with the various rates of return.  In terms of BERS, we need to look at Capital Market Outlook and wait for David to tell us what a reasonable rate of return assumption would be for us.  Based on that analysis, we would then make a decision with respect to the correct rate of return.  
7. Barry Bryant – Performance and attendance at VPIC meeting: Mr. Bryant provided a market summary (page 4) and went on to the performance, which he characterized can be broken down into 5 large categories; diversified, equity, absolute return, real assets and fixed income.  Over the last quarter the portfolio returned 4.1%.  The diversified assets were on average with the total portfolio, absolute didn’t do well, real assets were down 1.1 and fixed ranked in the 24th percentile and outperformed the Barclays Aggregate.  Mr. Bryant summarized the VPIC meeting he attended 2/28/12.  The board made a small adjustment to the portfolio, they moved 5% out of global bonds and 1% to high yield debt, 2% to emerging market debt and 2% to the global asset allocation.  The VPIC considered private equity but will continue to explore it later.  In terms of the BERS portfolio, the private equity investment has been very successful, although we don’t have a lot of money invested in this platform.  These types of investments are typically set up over a 9 to 12 year period, in order to stagger the “J curve” effect.  Mr. Bryant suggested that BERS wait to see what VPIC does with respect to private equity and perhaps adjust our strategy.  Ben O’Brien joined the meeting at 9:10 AM.  There was a general discussion about the relationship with BERS and VPIC and whether other municipalities would join VPIC in a similar relationship.  Mr. Bryant handed out a display of VPIC vs. Non-VPIC assets, noting that we are performing about the same as VPIC, explaining that it changes as capital calls are made, distributions given and the new private equity investment begins to be funded.  Mr. Bryant led a discussion about Real Assets (see handout) and broke down the analysis into 3 classes; Commodities, Timber, and Real Estate.  He described the various indexes used in measuring growth in the asset classes.

8. NAGDA Membership:  Mr. Hooper will update the board with regard to the cost and benefit of this membership.
9. Other Business:  None.

10. Adjournment:  By unanimous vote the board voted to adjourn.
