Minutes of the Regular Monthly Meeting

Board of Trustees

Employees’ Retirement System of the City of Norfolk

December 17, 2008
The regular monthly meeting of the Board of Trustees of the Employees’ Retirement System of the City of Norfolk held in the City Hall sixth floor conference room in the City of Norfolk, Virginia. The meeting began at 11:30 a.m. on Wednesday, December 17, 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




L. A. Bernert, III
Y. T. Allmond



Vacant
M. D. Jones
A. M. Kelly
C. R. Neikirk

N. E. Nelson
E. G. Tucker

Mrs. Mary Lou Nexsen, Deputy City Attorney, also attended the meeting.

The minutes of the monthly meeting held on November 17, 2008 approved with the following corrections:
· Page one the paragraph to approve Mr. Oglesby for ordinary disability retirement, the word “second” changed to “seconded.” Also on page one the paragraph to approve Mr. McNair for ordinary disability retirement, the word “second” changed to “seconded.”
· Page five the first paragraph under investment management the word “tract” changed to “track.”
Mr. Wilder presented an application for Ordinary Disability retirement for Ms. Lucia V. Pineda.  Ms. Kelly made a motion to approve Ms. Pineda for Ordinary Disability retirement. This motion seconded by Ms. Allmond and approved unanimously by the Board.
New Business

Items A through D were approved.

A.
Applications for vested service retirement:

Wayne Clark, Active No. 20867, December 1, 2008, with no refund due.  [Public Works]
Howard K. Macer, Active No. 28215, December 1, 2008, with no refund due.  [Public Works]

 B.
Applications for normal service retirement:

John W. Stein, Jr., Active No. 17266, February 1, 2009, with no refund due. [Police]
Emma L. Webster, Active No. 28268, February 1, 2009,  with no refund due.  [Civic Facilities(
C.    
Death of retired members:

Stanley W. Smigiel, Ret. No. 2852, death occurred November 4, 2008. No benefit payable due to no surviving spouse or dependent children.

Marian Matthews, Ret. No. 4487, death occurred November 8, 2008. No benefit payable due to no surviving spouse or dependent children.

John L. Campbell, Ret. No. 4493, death occurred December 10, 2008. No benefit payable due to no surviving spouse or dependent children.

Linda D. Dagner, Ret. No. 5344, death occurred November 26, 2008. No benefit payable due to no surviving spouse or dependent children.

Jerome T. Carmody, Ret. No. 1971, death occurred November 30, 2008.  No benefit payable due to no surviving spouse or dependent children.

Dale R. Toliver, Ret. No. 5153, death occurred December 5, 2008. No benefit payable due to no surviving spouse or dependent children.

D.      Death of spouse:

June W. Nifong, Spouse No. 00419N, death occurred August 18, 2008.  No benefit payable.

Mrs. Cheryl Xystros, Engagement Partner, and Ms. Karen Bjune, Engagement Manager, of KPMG met with the Board. Mrs. Xystros informed the Board that they were in the final stage of the audit and should issue the report by the end of the week. Mrs. Xystros stated that KPMG would be issuing an unqualified opinion regarding the financial statements of the System. Mrs. Xystros discussed communication requirements under the New Statement of Auditing Standard (SAS) No. 114. The report covered the following topics:
· Our responsibility under professional standards
· Other information in documents containing audited financial statements
· Accounting practices and alternative treatments
· Quality of accounting principles
· Management judgments and accounting estimates
· Uncorrected and corrected misstatements
· Disagreements with management
· Management’s consultation with other accountants
· Significant issues discussed, or subject to correspondence, with management
· Significant difficulties encountered during the audit
· Other significant findings or issues
· Independence
Mrs. Xystros informed the Board that the final set of documents issued would include the representation letter signed by Mr. Wilder and his staff as well as an audit difference sheet. The only difference on that sheet is due to a difference found in the test sampling of the asset-backed securities. The error found in the test sampling is extrapolated to the population to see what error may be out there in the population. The error resulted in the investments being understated by $1.8 million. Due to the turmoil underlying the asset-backed securities, Mrs. Xystros is not recommending that we record the difference. 
After KPMG representatives left the meeting, Ms. Calliott said that based on the auditors written report that addresses those charged with governance, she continued to feel that the Board’s approach to managing the investments is reasonable and in line. For example:
Page one, Auditors responsibility

· Auditors have a responsibility to communicate significant matters.
Page two, other information

· No matters came to our attention that cause us to believe that such information, or its manner of presentation, is materially inconsistent with the information, or manner of its presentation, appearing in the financial statements.

Page two, Management judgments

· We evaluated management’s analysis of System contributions and the actuarial accrued liability and determined it was reasonable.

· We also evaluated management’s determination of the fair market value of certain investments and determined that the valuation was reasonable.

Page three, other significant findings or issues

· There were no significant findings or issues encountered during the audit.

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

Name of Member


     Active Number
Ryan M. Minehan



30375
David A. Davis  



30415
Nicole L. Dutil



            31146
Exzavia T. Lello



31368
Katherine M. Overkamp



32040
Diann S. Moffett



32096
Issoufou Boubacar



32360
Regina Ector-fuentes



32365
Paul Allen Lachance



32377
Rodney A. Hughes



32433
Donald T. Harvey



32502



Total Members - 11
The following report of payments from the Trust Fund received and filed:

Chantal Brooks (1)






$
   250.00

Baker’s Crust (2)







   173.30

Summit Strategies (3) 





          44,573.50

Churchland Printing & Graphics (4)





   155.00

FedEx (5)








     37.65

Retirement Payroll (Est. December 2008)



     5,100,000.00

Total







$   5,145,189.45
(1) Medical examination for William Oglesby

(2) Lunch served for Board Meeting on 11/26/08

(3) Investment Management Services for October,

November & December 2008

(4) Booklet covers for 2008 CAFR

(5)
Information sent to State Street
Committee Reports

Administration and Planning:
Ms. Kelly reported that the Committee did not have a meeting. 
Investment Management:
Mr. Neikirk informed the Board that the Committee met prior to today’s Board meeting with Mrs. Jessica Portis of Summit Strategies Group. Summit provided a status report of the transition from Tattersall and 1607 to SSgA, one of the three passive funds. We are on target to meet our year-end deadline. With the movement of some assets during November, our target 60 /40 with five percent on either side, we should be rebalanced within our target. Summit recommends that the remaining funds not transitioned remain on hold until volatility in the market settles. Mr. Neikirk made a motion to the Board that due to the turmoil surrounding New Star International Equity, the Committee recommends that we terminate our contract with New Star and move the funds to the SSgA International Equity ACWI-ex US Fund. The motion seconded by Mr. Nelson and approved unanimously by the Board. 
Mr. Neikirk concluded his remarks by stating there had been preliminary thoughts on a special communication with the City Council regarding reduced plan asset value. After discussion, the Board concluded no special notice was necessary as board membership includes city employees and representative(s) from the City Manager’s Office. KPMG presented the annual audited financial statements of the Employees’ Retirement System to the Board of Trustees. The letter accompanying the financial statements concluded, “There were no significant findings or issues encountered during the audit.” It was determined that all investors including the System were affected by the national and global decline; however, since the decline, the Board has implemented a monthly meeting of the Investment Management Committee to more closely monitor the assets. It was determined that because we are following a normal course of action and the process is fluid, the Board with the assistance of Summit Strategies will continue to monitor the assets, and will provide updates in the monthly Board of Trustees minutes.

Ms. Calliott informed the Board that during our meeting with the actuary on January 14, 2009, she would like to discuss the 3-year smoothing market method and 7-1/2% assumption rate used. The meeting on January 14 will begin with the Investment Committee meeting starting at 11:30 a.m., and the Board meeting to follow at 12:00 noon.
Ms. Calliott concluded by thanking the Board for their hard work during the year and wished everyone a Happy Holiday and New Year.

There being no further business, the meeting adjourned at 12:10 p.m.
_________________________________





            Chairperson

_________________________________
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