
MINUTES OF THE RETIREMENT BOARD

May 21, 2015
A regular meeting of the Retirement Board convened on Thursday, May 21, 2015 at 8:39 a.m. in the Large Training Resource Center (TRC) Room. The meeting was called to order by President Doug Higashi.
Roll Call – The following Retirement Board Members were present:  Alex Coate, Doug Higashi, Tim McGowan, Frank Mellon, Marguerite Young, and Lisa Ricketts. 
The following staff members were present:  Elizabeth Grassetti, Sophia Skoda, Lisa Sorani, Scott Klein, Delores Turner, and Lourdes Matthew.
PUBLIC COMMENT

Eric Larsen, AFSCME Local 444 Representative presented a resolution passed by the General Membership of the AFSCME Local 444 on April 17, 2015 requesting the EBMUDERS Board to direct its agents to make ethical investment decisions in the context of Climate Change.  The Board asked staff to prepare education on the topic for the fall, with possible action items after that.
1 - 4. Consent Calendar – A motion was made by Frank Mellon and seconded by Tim McGowan to approve the Consent Calendar. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none), ABSENT (none). 
ACTION

5. Adopt Resolution No. 6822 thanking William Patterson for his service on the Retirement Board – A resolution was presented to William Patterson thanking him for his service on the Retirement Board. Frank Mellon moved the motion, and Doug Higashi seconded the motion. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none), ABSENT (none).       
6. Adopt the Actuarial Funding Policy – Staff brought back the proposed Actuarial Funding Policy for review and adoption which had been discussed at the March 19, 2015 meeting. Frank Mellon made a motion to adopt and Alex Coate seconded the motion. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none) ABSENT (none).  
7. Authorize IRS Determination Letter Review and Filing - Lourdes Matthew reminded the board about the review by tax counsel and filing for a letter of determination that occurred five years ago, resulting in a Letter of Determination for the Retirement Plan. The IRS is ending the determination program for Governmental Plans shortly but there is time to apply before the deadline. Determination letters confirm tax exempt status and provide protection to the plan in case of audit. Frank Mellon moved the motion and Alex Coate seconded the motion. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none) ABSENT (none).  
8. Review Opus One performance and vote on status – Eric White from PCA reviewed Opus performance, noting that its performance improved for the 1-year period by 4.9%, but trailed for the 3-year period. He recommended that it be maintained on watch status. Frank Mellon moved the recommendation and Tim McGowan seconded the motion. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none) ABSENT (none).
INFORMATION

9. 1st Quarter Performance Review as of March 31, 2015 – Eric White presented a preliminary report because the meeting was held so soon after quarter-end that the transactions had not yet been reconciled. The preliminary results show good performance for the quarter – with returns in the top quartile for all time periods. The total portfolio returned 2.5% for the quarter, 8.5% for the one year, and 12% for the three-year period. Covered calls returned 9.3% exceeding the index. Real estate was also doing well. 
10. Training Module – Capital Markets – Eric White from PCA briefly reviewed capital markets theory and the process of constructing a typical portfolio, the two methods of developing capital market returns, and the tradeoff between risk and return. 
11. EBMUD Capital Market Assumptions – Eric White from PCA reviewed PCA’s capital market assumptions used to develop EBMUD’s current strategic investment allocation. He reviewed the changes made to PCA’s assumptions and how they affect EBMUD’s long-term compound return, which is projected to be 6.4% over the next 10 years. He noted that this assumption is for a shorter time horizon and therefore differs from the actuarial rate of return.
12. Investment Manager Presentation – WAMCO - Frances Combs and T.J. Settle from WAMCO discussed EBMUD’s short-date High-Yield portfolio and the Bank Loan portfolio.  They reviewed sector exposure and returns for each strategy.
REPORTS FROM THE RETIREMENT BOARD:

13. Lisa Ricketts asked how retirees and Board Members could contribute items to the agenda. She was asking on behalf of retiree Guido Zito who wants to present information regarding the HIB to the board. The board discussed the process and determined that it would be appropriate for staff to meet with Mr. Zito, and then share information regarding the meeting with the board. 
 ITEMS TO BE CALENDERED / UPCOMING ITEMS
· CEM Benchmarking
· ESG Education
· Reporting on performance net of fees
· Study proposal to index HIB to inflation
ADJOURNMENT – Frank Mellon moved to adjourn the meeting at 11:33 a.m. and Tim McGowan seconded the motion; the motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon, Young), NOES (none), ABSTAIN (none), ABSENT (none). 
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