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Divestment Task Force
Minutes
Planning and Zoning Conference Room
9/10/15
8:30-10:00 a.m.

Present: Selene Colburn, Committee Chair/City Council East District; Class A Representative, Fire; Ben Rinehart, City Council Appointment; Munir Kasti/BERS Board, Class B Representative ; Rich Goodwin on behalf of Bob Rusten, CAO, City of Burlington/BERS Ex-Officio; Jeffrey Wick, BERS Board/City Council Appointment; Kurt Wright, City Council Ward 4; Jennifer Green, Sustainability Coordinator, City of Burlington/Committee Staffer

Absent: Bob Rusten, CAO, City of Burlington/BERS Ex-Officio Benjamin; O'Brien/BERS Board 

Review of minutes:  Jeff Wick suggested including remarks from Mark Langan’s summary presentation, 7/28/15. These notes will be included, shared with Mark for clarification, and then sent to the group, with plan to approve at next meeting, 9/24. 

Review of key questions.  Selene: Why Key questions?  Need shared agreement to help move conversation forward.  Questions came from discussion with Mark Langan and following conversation with Bob Rusten, Selene, Jen.  If group is ok, have open discussion to work through questions to help determine where we have agreement & where we don’t.  As BURES group advances their work, ours might be helpful with their investment strategy. 

Also, questions will help group address authority of committee.  Noted that “divestment” has certain connotations.   Would like group to consider “Investment strategy” as new terminology moving forward. 

Clarified that we are looking strictly at pension funds.  (Rich clarifies that City has “small amount” of money invested outside of pensions).  Ben:  So, not ethical conversation about fossil fuel investment, but now looking at case if fossil fuel portfolio would increase/impact pension, changing tone of conversation as committee.  

Ben: need to decide what would divest from – companies that own reserves invest in reserves, or companies that serve those industries.   Selene suggests tabling conversation for moment, and focusing on questions at hand and ultimately criteria. 

Question #1:  Do we agree that fiduciary responsibility and getting best return is bottom line. All agree. 

Kurt: Need to keep in mind range of stakeholders – must consider those who benefit from the system (retirees) but also taxpayers; Jeff notes 3 constituents - retirees, employees, taxpayers – yes, all agree

[bookmark: _GoBack]Question #2:  How do we measure return?  Rich: look at fossil fuel rate of returns, compare to other rate of returns.  Sounds simple, but very challenging. 

Ben:  What is the time frame over which value performance?   2 months?  Ideally, have the Luxury of looking at 3-5 year period.  Example: over last 20 years, depends on which window you pick to look at fossil fuel investment to find “success” or not

Jeff:  Also, how do we allocate among income classes (stocks, bonds, real estate and alternative investment, i.e. timber)?  Rich:  length of window for analysis is important. For example if pull out too early from timber, don’t reap benefits.  Jeff:  a lot of pressure as volunteer in managing pension fund – especially true when no longer part of VPIC.  Poor returns will be seen as BERS fault alone. 

Munir: Whatever we conclude, understand that index funds have low fees and we don’t want too much risk.  Ben: what we’re really talking about is equity portion – fixed income is easy to avoid. 

Rich:  City needs to have $ available for unanticipated pay-outs and this impacts cash flow --just another piece of how $ moves.  Likes concept of alternative, but doesn’t help to address cash flows. Rich:  How it works -- dollars pulled at end of fiscal year, now paying $1.5 – 2 million in last couple of weeks in fiscal year to ensure retirement fund can pay out retirees.  “Threshold of Pain” – working to ensure cash flow is not at risk

Jeff:  On average – owe just under $1 million to retirees each year.  

Rich: $9 million each year from tax payers to pension fund.  Getting the returns we need – Bob Rusten worked very hard to develop combination of strategies that will allow taxpayer contribution to remain flat – with goal of getting to 80% funding by 2022.  (Currently at 71%).  Last year was first year had over $10 million in returns – double digit returns is big piece in unfunded liability.  Realistic “real time” analysis of unfunded liability

Question #3:  Question of return: Look at risk adjusted returns?
Ben:  Hard to look back and extrapolate into the future.  One can run numbers and remove coal companies, etc. and “back test” returns, but must determine given time period, and consider different metrics (i.e. sharp ratio) to determine how reliable returns are over given period.  Fossil Fuel Free index has numbers available up until March.  Can look at end of June when available and evaluate how fossil free portfolio would have performed.   We can also look at volatility of portfolio.

Jeff: Good exercise, however, on board level, don’t have luxury of peeling off individual funds 
Ben:  Fossil free index fund not yet readily available. Vanguard doesn’t have offering yet.   

Selene: What is nitty gritty analysis we’re going to do?
Ben:  has friend testifying over VPIC fund divestment – biggest frustration is how VPIC consultant is using older numbers and is reluctant to update figures.  Consultant using stale numbers that don’t reflect recent year, which would change picture considerably.   Another big issue – availability of product and fees required to manage funds.  Return not guaranteed; management fee is.  Fact is market is unpredictable. 

Jeff:   What BERS wants to know:  1) how did our fund do compared with other pension funds?, and 2) how do segments of the portfolio compare with other segments?  In short, if we can meet or beat that index, we’re happy.   Our goal is never to underperform. 

Selene:  Bottom line – what are we trying to measure?  What are we using for benchmarks? Benchmarks compared to our peers?  SNP 500?   Rich:  In 2009, retirement fund took $50 million hit – declared never again.  Since then, redesigned portfolio to not lose as much – trick of finding balance so that never take that kind of hit again, so no high double digit returns, but that’s ok.  

Munir: 8% Rate of Return is goal/minimum

Selene:  Important to look at a variety of benchmarks.  Must also look at overall ROR; and how that relates to comparable benchmarks – while considering various metrics and risks

Jeff: City will leave VPIC because not working for the City.  Under VPIC, BVT not keeping up with other municipalities, in fact, consistently preforming at bottom 10% and we’re paying considerable fees (Rich).  $400,000 in fees, layered throughout system

Kurt: Do we still have a goal of up to 3 public  hearings?  What is goal?  Selene:  Mandated to have 1 public meeting with 3 as goal.   Purpose is to share key points and recommendations so the public can respond to key recommendations.  Jeff: Forum could be very educational. Let public know we care.  Could do panel discussion.  Rich: With message being that we’re “reinvesting” not divesting. 

Munir:  Currently have 4% in alternatives.  Could suggest investing 5% of equity component and see how it preforms.  Ben: Could put it into CLE 400 –broad, socially screened market -- and see how it performs.  (Has trounced SNP).  Fossil free funds are not available yet – but will be main stream – and not far away from being readily available.

Selene: We start by defining (through tire kicking) our value criteria on how to determine if/where to move funds to where fossil free funds available, but clearly product must be there first.  Also must determine threshold on how much we’re willing to pay for that fund and threshold for basis points (Jeff: have hard and fast bottom line – 15-30 basis points);  When there are passive fossil free investment funds, can try them if meet our criteria

Jeff:  And want to ensure ROR is net of fees.  
Munir: is there a fund that our consultant suggests?  Ben:  suggests KLD 400 Index fund and will provide list – those with reasonable management fees with layers of social screening 

Jeff:  Rather be in social responsible if equivalent ROR – doesn’t need to outperform.
Selene:  If strategy is enacted, what is timeframe for knowing whether worked or not?   Jeff:  no right answer.  Recall VPIC analogy – gave them 5 years (others use “complete market cycle”)  - will compare to VPIC 

Rich: Will be more nimble when pull money out of VPIC. 

Ben:  Really need to take big picture – consultants generally don’t 
Selene:  Check in on next steps moving forward.  Have clear directive in resolution that needs to be met.  Must create divestment policy – maybe help define investment policy for BERS.  Selene will look at Mark’s recommendations, and today’s conversation to draft criteria (with understanding that fiduciary responsible is bottom line).  

Next Meeting:  Review draft criteria document.  Discuss going back to City Council with document that outlines discussion and criteria that we hope will inform BERS  “investment” policy.  Consider public forum, when and how to inform public so public can weigh- in. 
Selene:  Will attend BERS meeting to update on Task Force work (9/17/15, 9:00) 

9:58 -- Motion to adjourn by Councilor Colburn, second Jeff Wick. 








