Minutes of the Regular Monthly Meeting

Board of Trustees

Employees’ Retirement System of the City of Norfolk

August 20, 2008
The regular monthly meeting of the Board of Trustees of the Employees’ Retirement System of the City of Norfolk was held in the City Hall sixth floor conference room in the City of Norfolk, Virginia.  The meeting began at 1:30 p.m. on Wednesday, August 20, 2008, with Chairperson, Stephanie A. Calliott presiding.  The following was the result of the roll call:

Attending the Meeting


Not Attending the Meeting

S. A. Calliott




N. Johnson
Y. T. Allmond
                                                E. G. Tucker
L. A. Bernert, III                                            Vacant
A. M. Kelly                                                    
C. R. Neikirk

N. E. Nelson
Mrs. Mary Lou Nexsen, Deputy City Attorney, and Mrs. Jessica Portis, of Summit Strategies Group, also attended the meeting.

The minutes of the monthly meeting held July 16, 2008 were approved as printed.
Mrs. Cheryl Xystros, Engagement Partner, Ms. Karen Bjune, Engagement Manager, and Ms. Kathy Abshire, Senior Manager of KPMG met with the Board.  Mrs. Xystros informed the Board of the New Statement of Auditing Standard (SAS) No. 114, The Auditor’s Communication with Those Charged with Governance.  The SAS provides guidance on auditors’ communication with those charged with governance about certain significant matters related to the financial statement audit, and also establishes standards and provides guidance. Mrs. Xystros concluded by saying that SAS allowed the Board the opportunity to address any issues or concerns with the auditors prior to the start of the engagement.
The Trustees requested Summit to give an educational session on Securities Lending. Mrs. Jessica Portis presented a Securities Lending overview and provided handouts. She explained that the borrowed securities are used to cover short sales, cover option-writing programs, engage in arbitrage transactions and avoid failed trades.  In exchange for the loaned securities, the lender receives collateral and a fee for use of the security.  The overview covered the following areas:
· Lenders

· Borrowers

· Collateral

· Lendable securities

· Variables

· Benefits of securities lending

· Risks of securities lending

· Protection for lender

Mrs. Portis informed the Board that Summit Strategies Group obtained bids for managing Norfolk’s assets in a passive mandate from the top index providers.  State Street Global Advisors (SSgA) and Northern Trust Global Investments (Northern) were chosen as finalists. Both providers were asked to provide their best and final fee proposals for managing the portfolio and providing transition management services.  The two finalists were evaluated on the following independent criteria:
· Investment Management Fees

· Cost Recovery of Administrative Fees

· Securities Lending Program

· Transition Management

· Custody/Recordkeeping
Mrs. Portis stated that the final recommendation would evaluate, on an aggregate basis, who the strongest candidate is for the assignment.  Mrs. Portis concluded by saying that based on the information presented, Summit recommends Norfolk retain State Street for investment and transition management services, as well as custodian of the fund’s assets.
· State Street is a top tier index provider and custodian.

· SSgA is a large provider that provides economies of scale and allows them to reduce administrative expenses of the commingled funds.

· State Street offers one of the largest securities lending programs that is attractive to borrowers and ultimately provides for greater revenue opportunities.
· The larger revenue sharing percentage increases Norfolk’s potential revenue.

· The structure of the firm’s securities lending program allows revenue to be used to pay expenses (i.e., benefit payments and investment management fees).

· Due to the size of SSgA’s index business State Street is able to perform more internal cross-trading, which lowers commission cost and open market trading.

Mrs. Portis also led the discussion of the recommended changes to the Statement of Investment Policy. Mrs. Portis, the City’s legal department, and the Investment Committee worked on the updates discussed in today’s meeting.

Mr. Wilder presented an application for Accidental Disability retirement for Mr. Larry R. Hand.  Ms. Kelly made a motion to approve Mr. Hand for Accidental Disability retirement.  This motion was seconded by Mr. Nelson and approved unanimously by the Board.

New Business
A. Applications for vested service retirement:

Lyle V. Gannon, Active No. 29473, July 1, 2002, with no refund due.

Sue D. Williams, Active No. 22428, September 1, 2003, with no refund due.

Genevieve C. Saunders, Active No. 27384, May 1, 2006, with no refund due.

Patricia Y. Perry, Active No. 24042, April 1, 2008, with no refund due.

Marguerite S. Hill, Active No. 18806, September 1, 2008, with no refund due.

Milagros C. Sucgang, Active No. 21118, September 1, 2008, with no refund due.

Jerry W. Snyder, Active No. 23353, September 1, 2003, with no refund due.

Deborah L. Hedley-Dove, Active No. 21438, October 1, 2008, with no refund due.

B. Applications for early service retirement:

Isabelle Isaac, Active No. 23184, October 1, 2008, with no refund due.

James C. Garland, Active No. 27848, October 1, 2008, with no refund due.

C.       Applications for normal service retirement:

Tyrone L. Smith, Sr., Active No. 21279, September 1,     2008, with no refund due.

James D. Sorey, Active No. 23094, September 1, 2008, with no refund due.

Kenneth T. Kay, Active No. 23821, September 1, 2008,   with no refund due.

Michael Harris, Active No. 24567, September 1, 2008, with no refund due.


Clifton D. Cabarras, Active No. 25627, September 1, 2008, with no refund due.

Joseph A. Lalley, Active No. 30762, September 1, 2008, with no refund due.

Eleanor F. Butts, Active No. 15084, October 1, 2008, with refund of $3,635.35.


John W. Morton, Active No. 23843, October 1, 2008, with no refund due.

D. 
Ordinary death:


Kevin L. Kluzak, Active No. 29449, death occurred July 1, 2008. Lump sum benefit payable to spouse, Laurie A. Kluzak in the amount of $36,651.41. 

E.
Death of retired members:

Larry Felton, Ret. No. 5106, death occurred June 8, 2008.  Spouse elected monthly benefit of $1,458.41.

Frederick K. Bowen, Ret. No. 5714, death occurred June 20, 2008.  Spouse elected monthly benefit of $581.74.

Willie Hawkins, Jr., Ret. No. 4585, death occurred June 26, 2008. No benefit payable due to no surviving spouse or dependent children.

Richard F. Young, Ret. No. 3638, death occurred July 1, 2008.  Spouse elected monthly benefit of $1,286.10.

John Jarvis, Jr., Ret. No. 3666, death occurred July 23, 2008.  Spouse elected monthly benefit of $1,307.75.

Helen D. Johnson, Ret. No. 4961, death occurred August 4, 2008. No benefit payable due to no surviving spouse or dependent children.


Eugene L. Cochran, Ret. No. 2805, death occurred August 4, 2008.  No benefit payable due to no surviving spouse or dependent children.


Howard Douthit, III, Ret. No. 5821, death occurred August 7, 2008. Continuing Option A monthly benefit in the amount of $1,201.93 payable to Ramona J. Douthit, spouse/beneficiary.  In addition, a one-time lump sum benefit is payable to Ramona J. Douthit in the amount of $31,202.22.

F.

Death of Spouses:

Myrtle S. Vaughn, Spouse No. 1266, death occurred July 29, 2008.  No benefit payable.


Iris E. MacDonald, Spouse No. 00315, death occurred July 29, 2008.  No benefit payable.

The Board approved withdrawal of the following non-contributing members:

Name of Member



     Active Number
Michele Lynne Gary




30509
Donald T. Harvey




30610

Antoine M. Ensley




30877

Kanita B. Marion




31207

Jeule R. Slaton




31329

Richard C. Potts, II




31418

Ryan A. Hamilton




31532

Timothy D. Santos




31716

Jennifer L.B. Reitz




31784

Kwanza L. Culberson




31962

Cheryl R. Campbell




31967

Amber Marie Callahan



31975

Deidre M. Light




32027

Christina A. Rich




32041

Marvin L. Lawrence, Jr.



32221

April Ellen Cook




32288

Thomas L. Cook




32289


Total Members - 17

The following report of payments from the Trust Fund was received and filed:

State Street Corporation (1)





$        19,070.15

Crain Communications, Inc. (2)




            2,300.00

Chantal Brooks, M.D. (3)





               250.00

VRS (4)







          55,201.06

State Street Corporation (5)





          32,689.55

City of Norfolk (6)






          39,522.21

Cheiron (7)







            4,264.61

Myrella Aaron (8)






               310.00

Baker’s Crust (9)






               196.08

Retirement Payroll (Est. for August 2008)



     4,995,000.00

The Vanguard Group (10)





            7,926.40

Total







$   5,156,730.06
(1)   Custodial service for the month of June 2008.
(2)    Ad in Pensions & Investments for Investment Officer.
(3)    Medical examination for Shelby Carter.
(4)    Transfer City of Norfolk retirement assets to the VRS for Charles Hodges.
(5) Custodial service for the following months:
April 2008
$ 16,475.00

May 2008
   16,214.55
(6)    Reimbursement for administrative expenses incurred for 6/2—30/2008.
(7)    Monthly retainer for July 2008 and Option A Calculations.
(8)    Reimbursement to post Investment Officer on the CFA Institute.
(9)    Lunch served for Board Meeting on 7-16-08.
(10)  Direct rollover for Imogene Malik.

Committee Reports:

Administration and Planning:
Ms. Kelly reported that the Committee met prior to today’s Board meeting to discuss two (2) items. The first item was regarding exit interviews.  Ms. Kelly stated that the City would like to have employees complete a survey when they leave City employment.  Surveys may be in written form or completed electronically. The second item discussed was a retiree newsletter. Ms. Kelly stated that she asked Ms. Keisha Whitley, Management Analyst, to gather information on how other cities communicate with their retirees. Ms. Kelly stated that as the Committee gathers more information she would advise if Board action were required.
Investment Management:
Mr. Neikirk informed the Board that the Committee met prior to today’s Board meeting.  The Committee received an education on securities lending and received comparative analysis of fees for potential investment managers contingent on receiving satisfactory responses from State Street on list of borrowers, information on assessing the credit quality of borrowers, eligible asset classes for securities lending and several other questions noted.  Mr. Neikirk made a motion that upon receiving satisfactory responses to the questions, that State Street be engaged for investment and transition management services, as well as custodian of the fund’s assets and securities lending agent.  This motion was second by Mr. Nelson and approved by the Board.  
Mr. Neikirk made a motion to approve the changes to the Investment Policy Statement discussed by Mrs. Portis.  This motion was second by Ms. Kelly and approved by the Board.  
Mr. Wilder distributed to the Board a list of candidates for the Board’s review for the Investment Officer.  Mr. Bernert agreed to review the list of candidates as well as those not on the list. He will also develop a list of questions to be submitted to the candidates prior to  interviews.
Ms. Calliott informed the Board that the next Investment Committee meeting would be held on September 17, 2008, at 12:00 noon, with the Board meeting to follow at 1:00 p.m.

Mrs. Portis informed the Board that for the year ended June 30, 2008, the total fund earned  -5.5%.

Mr. Wilder informed the Board that they received satisfactory reports on the background checks for  Dr. Cetrone and Dr. Sack.
Ms. Calliott informed the Board that Ms. Nancy Johnson is leaving the City and will be replaced by Mr. Marcus Jones from the City Manager’s Office.

There being no further business, the meeting adjourned at 2:37 p.m.
_________________________________


            Chairperson

_________________________________
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