
MINUTES OF THE RETIREMENT BOARD

May 19, 2016
A regular meeting of the Retirement Board convened on Thursday, May 19, 2016 at 8:35 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, and Lisa Ricketts. Marguerite Young had a prior commitment and could not attend.
The following staff members were present:  Dari Barzel, Laura Brunson, Elizabeth Grassetti, Lourdes Matthew, Sophia Skoda, and Lisa Sorani. 
PUBLIC COMMENT

None.
CONSENT CALENDAR
1 - 4. Consent Calendar – A motion was made by Frank Mellon and seconded by Doug Higashi to approve the Consent Calendar. The motion carried (4-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), ABSENT (Young). 
ACTION
There were no actions.
INFORMATION
5. 1st Quarter Performance Review as of March 31, 2016 - Eric White from Pension Consulting Alliance (PCA) presented the 1st Quarter performance review. Highlights are:

· The portfolio was valued at $1.4 Billion as of March 31, 2016, which was up $8.4 million for the quarter, and down $11 million for the year period. 
· The market is being driven by the Federal Reserve news, and PCA’s market sentiment indicator predicts continuing volatility. The Gross Domestic Product (GDP) has slowed to 0.5% in the first quarter, and the international marketplace has been challenging. 
· The Domestic Equity asset class has trailed the Russell 3000 Index over the quarter and one year periods by (1.2%) and (0.8%) respectively due to poor stock selection by fund managers.
· The International Equity portfolio underperformed the District policy benchmark (MSCI ACWI ex us index) over the quarter by (1.9%) and (1.5%) for the 1-year, but out-performed over the long-term.
· The Fixed-Income asset class underperformed the benchmark for the quarter and one year  period by 60 and 90 basis points respectively.

· Both Covered Calls and Real Estate have been doing very well and have out-performed their benchmarks.

6. ESG – Draft Mission statement for Board discussion – Sophia Skoda presented the draft mission statement. The Board discussed the draft and made edits to it. They suggested the following mission statement: “To serve as the fiduciary and responsible steward of the EBMUD Employee Retirement System, to deliver promised benefits to Members of the retirement system, their survivors and beneficiaries.” 

7.  ESG: Investment Beliefs Discussion – Sarah Bernstein from PCA reviewed a memo from PCA listing many of the common ESG beliefs that funds have identified. The Board discussed how the listed beliefs can inform the Investment Policy and provide guidance to staff.  The Board identified the following beliefs to be considered in the belief statement:
· Long–term investor: maximize return for prudent risk.

· Cost/expenses matter

· Well-diversified portfolio: diversify with care
· Articulate goals & measures; ensure accountability; monitor 
· Risk essential to return; take risk only when there is belief in the reward
· Strategic or annual asset allocation determines portfolio structure

· Service providers’ interests must be aligned with Fund’s

· Designed to be fully invested

· Shall maintain adequate liquidity

· Passive management is effective in sectors where active management is unlikely to reward
· Risk is multi-faceted and not fully captured through tracking error.
8. Training Module: Active and Passive Investing Strategies – Eric White from PCA presented training on active and passive investments. He reviewed the definition of active and passive investments and the advantages and disadvantages of both. Over the short-run active managers can outperform the indexes but over the long term all investments revert to the mean. Most active managers hold a large number of stocks which makes them more like an index fund than an active manager. Active managers who do well over time typically hold few securities, have low turnover in investments and are value oriented, or are systematic factor based managers. A review of EBMUD’s portfolio showed that over the past ten and twenty years actively managed international stocks added value, but that over the long-term EBMUD has not benefited from active management in other investments.

9. Medicare Eligible Retiree Drug Subsidy Program Change - Lisa Sorani provided the Board with an update regarding the Retiree Drug Subsidy program which provides reimbursements to EBMUD for providing prescription drug coverage to retirees that is as good as or better than Medicare Part D. She stated that as part of the Affordable Care Act, Medicare Part D plans have changed, and that the District can offer an embedded Part D plans with their retiree medical which will provide the same formulary and keep costs flat for next year, while relieving administrative burden. 
10. Draft Member Communication – Staff prepared a draft communication for Retirees and Employees that provides information about the Retirement System and Health Insurance Benefit (HIB). The Board reviewed and provided feedback on the document.

11.  Annual HIB Survey - Elizabeth Grassetti presented the annual survey results. Highlighted results include:

· Seven agencies had an increase in medical costs

· Three agencies had no increase in their maximum employer paid medical

· Five agencies had decreases in medical costs

· Three agencies now use Health Reimbursement Accounts (HRA’s) to reduce retiree medical costs
12.  Election Schedule for Retiree Representative to the EBMUD Retirement Board - Staff presented the schedule for the election to fill the seat currently held by Lisa Ricketts. 
REPORTS FROM THE RETIREMENT BOARD:

13.
Brief report on any course, workshop, or conference attended since the last Retirement Board meeting.

None to Report

ITEMS TO BE CALENDERED / UPCOMING ITEMS
· WAMCO Representative to discuss performance at July 21, 2016 Meeting
· Non-core Fixed Income Asset Class Review

· Study on Timing of Retirement Option Election

ADJOURNMENT – Doug Higashi moved to adjourn the meeting at 12:45 p.m. and Tim McGowan seconded the motion; the motion carried (4-0) by the following voice vote: AYES (Coate, Higashi, McGowan, Mellon), NOES (none), ABSTAIN (none), ABSENT (Young). 
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