FIREFIGHTERS’ RETIREMENT PLAN

MINUTES

BOARD OF TRUSTEES MEETING

THURSDAY, AUGUST 27, 2015

2:30 PM

1114 MARKET STREET, ST. LOUIS, MO 63101

CARNAHAN COURTHOUSE, ROOM 746

Regular Meeting pursuant to call.

St. Louis, Missouri; August 27, 2015

Trustees met at 2:30 p.m.

Meeting Held In: Room 746, Carnahan Building

Present:
John Costello, Chairman; Paul Payne, James Sondermann, John Zakibe,  Bridget Halquist, Michael Pollihan, Jeffery Glorioso Trustees; and Richard Frank, Secretary.


Also present were Steve Roth, Dahab and Associates; Denise Droege and Rich Olliges, Employees Retirement System; Janice Fairless and Andy Leeser, Firefighters’ Retirement Plan; Mallori Allen, Alexis Silsbe and Christine Hodzic, City Counselor’s Office.
Chairman Costello called the meeting to order at 2:34 p.m. 

Noting Trustees Payne and Zakibe had yet to arrive; Chairman Costello deferred approval of the minutes to later in the meeting.  
Chairman Costello recognized Mrs. Fairless to present the Pension allowance.  Mrs. Fairless asked to lay this over until the next meeting as Firefighter Tobias retired on August 18th which did not allow us enough time to receive final payroll figures.
Chairman Costello recognized Mrs. Fairless to present the actuary’s COLA recommendation for 2015 (Attachment 1). According to the Ordinance, two different COLAS are to be established. The first one applies to Grandfathered benefits and Disability benefits where the disability was the result of a response to an emergency.  For such retirees the COLA is based on the increase in the CPI for the latest 12 month period; however, no annual increase is made of less than 1%.  For the 12 month period ending June 2015, the increase was 0.1%.  This also coincides with the COLA period used by the FRS.
Trustee Glorioso moved to approve the actuary’s recommendation of 0% COLA for 2015 for those receiving Grandfathered benefits and Disability benefits where disability was the result of a response to an emergency based on the fact the annual increase in CPI for 12 month period ending June 2015 is 0.1% which is less than the 1% minimum.  Motion seconded by Trustee Pollihan and carried by a 5-0 of all Trustees present.
The next COLA discussed applies to Normal Retirement benefits (for non-grandfathered employees) and Disability benefits other than those which were the result of a response to an emergency.  For those receiving such benefits, the COLA is to be based on the increase in the CPI for the previous calendar year which in this case was 0.8%, and there is no minimum 1% restriction.

Based on the actuary’s recommendation, Trustee Glorioso moved to grant a 0.8% COLA effective 10/1/15 for those retirees receiving Disability benefits (other than those which were the result of a response to an emergency).  Motion seconded by Trustee Pollihan and carried by a 5-0 vote of all Trustees present. 
Discussion then followed on whether last year’s COLA was applied correctly.  Only one COLA was applied to a disability pension and it was based on the increase in the CPI for the latest 12 month period.  The disability was paid correctly as the Ordinance states if the disability was the result of a response to an emergency (and a disability due to heart/lung falls under result of a response to an emergency), then the one disability benefit COLA for 2014 was applied properly.  However, if it is determined not to have been applied properly then the error must be corrected.

Chairman Costello called on Steve Roth, from Dahab to present the Asset Allocation Mapping as of July 31, 2015.   This report still showed $4.33 million cash on hand.  After the last meeting, the Great Lakes account was established. Funds flowed to the Great Lakes account on August 4 and the account began trading on August 10.  Discussion followed on the current market correction.    Mrs. Fairless asked for clarification on how to distribute incoming funds.  Mr. Roth indicated there are two ways, either based on the previously approved 60/40 target allocation or to rebalance based on once the fund reaches an established threshold such as + or – 5% of the allocation target.  Discussion followed on this.  Mr. Frank pointed out that for staff to allocate future funds based on in-house calculation of figures to rebalance the fund to reach target allocations could be construed as staff assuming fiduciary responsibility.  Sticking with allocating incoming cash flows based on the approved target allocation is recommended.  
Trustees Zakibe and Payne, not previously in attendance, entered the meeting during the above discussion.

Chairman Costello called for a motion to accept the Asset Allocation as of July 31, 2015 (attachment 2).

Trustee Glorioso moved to accept the Asset Allocation as presented.  Motion seconded by Trustee Pollihan and carried by a 6-0-1 vote with Trustee Payne abstaining.

Trustee Glorioso then moved for staff to allocate incoming funds based on the previously approved 60/40 asset allocation.  Motion seconded by Trustee Pollihan and carried by a 7-0 vote of all Trustees.

                           
Mr. Roth from Dahab agreed to put a tool together to assist staff with the allocation of additional funds.

With a full complement of Trustees in attendance, Chairman Costello returned to the approval of the minutes of the regular meeting of July 30, 2015.

Trustee Zakibe moved to approve the minutes of July 30, 2015 as presented.  Motion seconded by Trustee Payne and carried by a 5-0-2 with Trustees Glorioso & Pollihan abstaining.
Mr. Roth with Dahab then presented the RFP for the International Equity manager search to the Board (Attachment 3).  Counselor Allen stated the legal team has reviewed the RFP and it meets with their approval.  Mr. Roth is suggesting issuing the RFP in September; closing in October and bringing in money managers in November or December for interviews.  He indicated this would be the last money manager recommended until the fund grows, and once the plan reaches $25 million we could then consider seeking out a real estate fund manager.
Chairman Costello moved to approve the RFP as presented with the timeline suggested: issue September, close October, interviews in November or early December.   Motion seconded by Trustee Glorioso and carried by a 7-0 vote of all Trustees.
Chairman Costello called on Mr. Frank to discuss the letter sent to the FRS regarding their actuary showing a line item for “active members disability and death benefits” to determine if that resulted in a shortage to the FRP during the settlement agreement (Attachment 4).  Mr. Brewer responded we should direct this question to the FRP actuary since our actuary at the time (Segal) approved the settlement amount.   Legal advised the Board that since FRP agreed to the settlement there really is no recourse at this time.

Chairman Costello asked Mrs. Fairless for an update on the FRS Review of the Service Transfer/Purchase Requests.   Cheiron and GRS (the FRS actuary) did meet.  GRS agreed to review the methodology and calculations.   Cheiron has confirmed these calculations were sent over Monday 8/24 for review. We are waiting for a response from GRS at this point.  
Chairman Costello opened up the discussion on purchase of “air time”.  “Air Time” is when you have no service in another plan and you are permitted to purchase years of service using funds from a qualified retirement account.  Counselor Hodzic believes the Ordinance would have to be updated to allow for the purchase of “air time”.   Mrs. Droege shared that ERS does allow this, but this is written in their ordinance.   The IRS does have limits on the amount of “air time” that can be purchased depending on the source of the funds, as well as guidelines on where the dollars to purchase this can come from (i.e. traditional IRA, governmental deferred compensation plan, etc.). This should be a cost neutral plan enhancement, and provided it is cost neutral it may be able to be included in the clean up/technical corrections ordinance.  Counselor Hodzic added if air time is to be added we would need to ask our outside tax counsel (Ice Miller) to update the policy to account for air time.
Trustee Glorioso moved to add purchase of air time to the Technical Corrections Bill.  Motion seconded by Trustee Pollihan and carried by a 7-0 vote of all Trustees.

Trustee Halquist asked to be excused from the meeting at this point in time.

Chairman Costello introduced Counselor Silsbe who reviewed an informative PowerPoint presentation on “The Presumption and the Heart Lung Statute” (Attachment 4).  Counselor Silsbe also discussed vocational experts.

Key takeaways included: 

· Where there is no evidence that the illness was caused by something else, we give the Firefighter the benefit of the doubt that it was work-related.

· A firefighter can have a duty related disability and it NOT fall under the presumption.  

· All the evidence (medical records/incident reports/medical report/vocational expert’s reports) have to be looked at and the BOT has the right to make the decision based on the expert’s findings.  
· Gainful employment means the Firefighter can actually do and be paid to do a job in real life – not just any theoretical employment.

· Vocational experts determine if a disabled Firefighter really is employable in today’s market.
Trustee Zakibe moved to have staff draft and issue a FRP for a vocational consultant since they are a key evaluator in disabilities.  Motion was seconded by Trustee Glorioso and approved by a 6-0 vote of all Trustees present.

Chairman Costello called on Mrs. Fairless for an update on the Value of the Tuition Benefit. Mrs. Fairless stated assumptions have been sent to Cheiron including information where the FRS actually had booked the Tuition Reimbursement as a savings of $1.9 million and not as an expense.   After further discussion it was determined the Board really has no choice but to eliminate the Tuition Reimbursement from the Ordinance in the Clean up bill as it is against IRS guidelines and our Tax Attorneys have told us we could face penalties and fines if this is kept in the Plan.

Discussion then led into an update on the Board Bill to Clean up the Ordinance for an IRS Determination letter.  Counselor Hodzic continues to work on this.  

Chairman Costello called for a motion to go into closed session pursuant to Section 610.021 RsMo (Roll Call Vote) to discuss legal matters and matters of physical and mental health of members.  

Trustee Zakibe moved to go into closed session. Motion seconded by Trustee Payne and carried by a 6-0 roll call vote of all Trustees present.

Closed session minutes are confidential and recorded separately.

Return from closed session at 4:36 p.m.
Chairman Costello called for other business.  

There being no further business, Chairman Costello called for a motion to adjourn the meeting.    

Trustee Zakibe moved to adjourn the meeting.  The motion was seconded by Trustee Payne and carried by a 6-0 vote of all Trustees present.

Meeting adjourned at 4:36 p.m.

_______________________


_____________________

Richard R. Frank, Secretary
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