NORTHAMPTON COUNTY RETIREMENT BOARD MINUTES

JUNE 5, 2015
10:00 AM
1. Call of the Role. The following members of the Retirement Board were present: Mr.
John A. Brown, Mrs. Margaret Ferraro, Mr. Glenn Geissinger, Mr. Jim Hunter, Mr.
Hayden Phillips, Ms. Cindy Smith and Mr. John Stoffa.

Others present:
Mr. Michael Shone, Investment Management Consultant - Peirce Park
Ms. Tracie Barnes, Director of Human Resources
Mr. Brandon Dunstane, Fiscal Administrator
2. Courtesy of the Floor
Mr. Hunter introduced Mr. Brandon Dunstane as the Fiscal Administrator. Mr. Hunter
indicated that Mr. Dunstane had taken Pat Strunk’s position in the Fiscal Department.
Mr. Dunstane stated that he had previously worked in the Controllers’ Office.
3. Approval of the February 27, 2015 Retirement Board Minutes.
Mr. Stoffa made a motion to approve the Minutes. Mr. Brown seconded the Motion.
The voting was as follows:
Ayes: Mr. Brown, Mrs. Ferraro, Mr. Geissinger, Mr. Hunter, Mr. Phillips, Ms. Smith and
Mr. Stoffa.
Nayes: None
 Minutes Approved

4. HAYGroup 2015 Actuarial Valuation
Mr. Hunter provided an overview of the Hay report. Mr. Stoffa asked for clarification on
the $10,728,281 funding for 2015. Mr. Shone confirmed that this is the actuarially
determined funding requirement for 2015. Mr. Stoffa asked what was budgeted for 2015
to which Mr. Brown replied, approximately $13.2M. Mr. Stoffa asked why there was
such difference. Mr. Hunter stated that the difference may be attributed to the large
number of retirees in 2014 and that the market did much better than anticipated. Mr.
Shone indicated that another factor in the variance is that Hay provides the funding
calculation in early October, based on Septembers’ asset values, and cannot predict what
the market will do the last three months of the year. Mr. Shone further explained that if
the market does exceptionally well in the last quarter it would throw this number off.
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Mr. Shone remarked that he has seen this happen before both positively and negatively
depending on what happens in the fourth quarter. Mr. Phillips asked whether the Board
has ever had the HayGroup present their report. Mr. Shone stated that perhaps once or
twice. Mr. Stoffa and Mr. Phillips both agreed that this would be a good idea. Mr.
Hunter stated that questions on Haygroup numbers should be answered in the report, and
questions on budgeting can be answered by Fiscal.
Mr. Hunter continued to review Schedule A from the Hay Report. Mr. Hunter stated that
in 2014 Members contributed $5,496,537 and the County contributed $11,818,479. Mr.
Hunter stated that in 2014 investment income was up $20M and the County paid out
$22M. Mr. Hunter stated that we currently have 1830 employees contributing to the
Fund. Mr. Hunter brought the Boards attention to page 7 of the report and stated that as
of January 1, 2015 the County has an unfunded liability of $61,296,690. Mr. Hunter
remarked that the pension fund is funded at approximately 84%. Mr. Hunter reminded
the Board that GASB 67 (Government Accounting Standards Board) will require the
2015 audited statements (entity-wide statement) to include this liability. Mr. Shone
stated that GASB will allow you to use market value, so that would improve the liability
by approximately $18M; this is due to smoothing. Mr. Geissinger noted that he had seen
90% on the audit statement and asked if that was comparable. Mr. Shone stated yes,
from a market perspective the Fund is about 88% funded. Mr. Hunter stated that we will
need to do the same for OPEB; the unfunded liability there is $55M. Mr. Phillips asked
whether this unfunded pension liability is of great concern. Mr. Shone stated that
anything above 80% (funded), and the fact that the County continues to make the
contributions to the plan, represents a well-funded plan. Mr. Stoffa asked Mr. Shone how
many Counties Peirce Park represents and where does Northampton County rank. Mr.
Shone responded that his firm works with 12 Counties and that Northampton County
ranks about average. Mr. Shone stated that some Counties are 90% funded, but that is
mostly due to not giving Colas. Mr. Shone indicated his firm receives actuarial data from
45 of the Pennsylvania Counties and of those we are average. Some of those Counties
did not have good investment returns and some Counties are not making full ARC
payments. Mr. Brown directed the Board members to the chart in the Hay report which
illustrates the unfunded liability going back to 2008. Mr. Brown stated that this liability
has continued to grow each year for various years, but is now going in the right direction.
Mr. Brown stated that this Board has made some recent changes and become a bit more
aggressive in certain areas (real estate) which hopefully will help us to reduce this
liability.
5. Asset Liability Projections – Mr. Michael Shone
Mr. Shone informed the Board that every four years Peirce Park does a full asset liability
study and in-between does yearly updates. Mr. Shone reminded the Board that these
projections are based on the County’s projections (i.e. salary increase assumption 4.5%
and current AAR (Actuarial Assumed Rate of Return) 7.5%). Mr. Shone stated that
although the current AAR is 7.5%, he warns that we should not expect this return in the
next 5-10 years. Mr. Shone stated that the 7.5% return is based on bonds doing an
average of 5-1/4% and stocks 10%, so a total average of 7.5%. Mr. Shone stated that
currently Bonds alone are paying 2%. Mr. Shone indicated that the Board has made
some recent changes: increase equities by 5%, added Real Estate and restructured fixed
income.
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Mr. Shone provided an overview of the report. He showed the County contributions if
the ARC is lowered to (6.5%) and/or raised to (8.5%). He then showed the result of
lowering AAR (long term), varying salary increase assumptions, employee crediting
rates, effect of the cola, varying return assumptions and salary increase assumptions.
Members of the Board discussed this report at length. Mr. Brown indicated that based on
this discussion it appears that for budgetary purposes we should expect a 6.5% return.
Mr. Geissinger asked whether making a one time large contribution change these results.
Mr. Shone stated that this is something that he could do.
6. Peirce Park Performance Report/Real Estate – Mr. Michael Shone
Mr. Shone provided a general market overview. Mr. Shone remarked that oil prices
dropped significantly which had an impact on oil companies and the dollar strengthened
last quarter which negatively impacted international equities. Mr. Shone provided the
following Fund overview.
Observations






March 13, 2015 market Value: $353.1 million
1st quarter gain: +$6.9 million
1st quarter return: 2.2% (gross)
1 Year gain: +23.9 million
1 Year return: 7.5% (gross)
Major Fixed Income changes on April 1, 2015
Lowered C.S. McKee Fees
 Reduced from 0.35% to 0.25% - saving approximately $12,000 per year



Outperformed benchmark
 During the last quarter by 0.15% and over the last year by 0.58%
 Global Equity managers

Mr. Shone stated that the Board agreed to expand to Real Estate. Mr. Shone stated that
J.P. Morgan is going to have the call 4th quarter and we will be investing $7.5-8M and
Morgan Stanley’s call will come during 3rd quarter, investing the same $7.5-8M. Mr.
Shone reminded the Board that Peirce Park rebalances the portfolio and stays as close to
the target as possible.
7. Peirce Park New Trustee Education – Mr. Michael Shone
Mr. Shone provided the Board with a copy of “PA County Guide to Pension Plan Best
Practices” and an “Overview of Fiduciary Responsibilities” created by Peirce Park. Mr.
Shone indicated that the Board members should review these documents and let him
know if there is a topic that they would like covered at a future meeting.
Mr. Brown asked for a motion to end the meeting.
Mr. Stoffa made a motion to end the meeting and Mr. Hunter seconded the motion.
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Meeting adjourned
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