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           1                (Whereupon, the Quarterly Meeting of the  

 

           2     Comprehensive Municipal Pension Trust Fund Board commenced at  

 

           3     1:00 p.m.) 

 

           4                          P R O C E E D I N G S 

 

           5                                 -  -  - 

 

           6                MR. FRANK:  Good afternoon.  Ms. Lestitian is ill,  

 

           7     and the vice-chair has asked me to conduct the meeting so he  

 

           8     can participate in some of the discussions.  

 

           9                So the first order of business is the roll call.  

 

          10                Mayor Peduto?   

 

          11                President Kraus? 

 

          12                MR. KRAUS:  Here. 

 

          13                MR. FRANK:  Controller Lamb?   

 

          14                Okay.  Mr. Herbinko? 

 

          15                MR. HERBINKO:  Here.   

 

          16                MR. FRANK:  Mr. Sicuro?   

 

          17                MR. SICURO:  Here.   

 

          18                MR. FRANK:  Mr. Ruffolo?   

 

          19                MR. RUFFOLO:  Here.   

 

          20                MR. FRANK:  Okay.  We have a quorum. 

 

          21                If there is anyone who would like to address the  

 

          22     Board in public comment, you have three minutes to do so.  

 

          23                All right.  Hearing none, we're going to move on.  

 

          24                The next order of business is the approval of the  

 

          25     Minutes for the last meeting of December 8, 2016.   
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           1                MR. KRAUS:  So moved. 

 

           2                MR. FRANK:  Okay.  Are there any additions or  

 

           3     corrections?   

 

           4                All right.  President Kraus moved their adoption.  

 

           5                MR. RUFFOLO:  I'll second it. 

 

           6                MR. FRANK:  There's a second. 

 

           7                Any discussion?  

 

           8                All those in favor, please signify by saying aye.  

 

           9                MR. HERBINKO:  Aye. 

 

          10                MR. KRAUS:  Aye. 

 

          11                MR. RUFFOLO:  Aye. 

 

          12                MR. SICURO:  Aye. 

 

          13                MR. FRANK:  Any opposed?  

 

          14                Any abstentions?  

 

          15                Motion carries.  

 

          16                The next order of business is the report of the  

 

          17     Executive Director, Mr. Leger. 

 

          18                MR. LEGER:  Hello, everybody. 

 

          19                Let's go through some of the basic stats on the  

 

          20     pension at this time.  They are pretty much good news for this  

 

          21     month.  Heaven knows where you will be next month, but right  

 

          22     now things are pretty good.  

 

          23                Funding for the pension is $692 million, which is a  

 

          24     57.8% funded ratio.  That is a full point higher than it was  

 

          25     last year at this time.  Even though over the course of the  
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           1     year we dip down and go back up, we are at a pretty good  

 

           2     percentage right now. 

 

           3                Return on the portfolio in the last 12 months ending  

 

           4     at the end of December was 8.4 percent for the invested  

 

           5     portfolio and 8.8 percent for the composite portfolio, which is  

 

           6     the invested amount plus the parking asset.   

 

           7                Notice that that rate is very high.  That is based  

 

           8     on the most recent upturn in the stock market, and that is a  

 

           9     temporary thing, which we will talk about in more detail later.   

 

          10     It might be a permanent thing, but there's no way to believe  

 

          11     that.  

 

          12                The parking asset was valued the $293,607,504 as of  

 

          13     the end of December, and the 2016 fourth-quarter MMO payment  

 

          14     was $10,768,322.  And the additional contribution of $5,534,984  

 

          15     plus the parking asset contribution of $3,344,000 were made on  

 

          16     December 19th of 2016 as required. 

 

          17                (Whereupon, Mr. Lamb entered the meeting.) 

 

          18                MR. LEGER:  There's a statement in your packet of  

 

          19     the individual pension funding levels and the overall status of the  

 

          20     fund through the end of the year in 2016.  

 

          21                Are there any questions about that information?   

 

          22                Okay.  We will go on to a number of resolutions  

 

          23     later, which may require us to consider some of that  

 

          24     information, but now we can go on to the next item. 

 

          25                MR. FRANK:  Okay.  Does that complete your report?   
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           1                MR. LEGER:  Yes.  Thank you. 

 

           2                MR. FRANK:  Thank you, Mr. Leger.  

 

           3                Note for the record that Controller Lamb has joined  

 

           4     the deliberations. 

 

           5                And the next order of business is the fourth quarter  

 

           6     review for 2016 by Mr. Wesner on behalf of Marquette.  

 

           7                Mr. Wesner?   

 

           8                MR. WESNER:  Thank you, Mr. Frank.  

 

           9                Within the red book I'll walk through the  

 

          10     performance of the fourth quarter.  We'll get a little overview  

 

          11     of the broad market environment, and then we'll talk about the  

 

          12     specifics about your portfolio.  

 

          13                Just one thing I will tell you -- the front cover --  

 

          14     the second page inside the front cover, a little update on our  

 

          15     firm.  This is typically always in the book, but I don't  

 

          16     typically cover it.  But one event that I did want to highlight  

 

          17     is that effective January 1st, 2017, Marquette acquired a  

 

          18     Pennsylvania-based group, the Peirce Park Group based out in  

 

          19     West Chester.  And we will be kind of merging them into  

 

          20     Marquette operations, so we are excited about the acquisition.   

 

          21     And we already, obviously, managed your account here in  

 

          22     Pittsburgh.  We managed the City of Philadelphia's assets.  Now  

 

          23     we have a whole host of counties and other municipalities  

 

          24     throughout Pennsylvania.  So Sarah Wilson, my new colleague, is  

 

          25     here today.  She's actually based here in the Pittsburgh area.   
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           1                So just additional stuff.  We hired -- brought on a  

 

           2     few new partners internally, as well, and will continue to  

 

           3     bring out new owners over the course of the next few years.   

 

           4                So enough about Marquette, more about the markets.   

 

           5     That's probably what you're most interested in.  If you  

 

           6     continue a few pages further, you'll actually continue past the  

 

           7     page that is a letter from our CEO.  I'll let you read that at  

 

           8     your leisure, just an update on our firm.   

 

           9                The market environments.  We'll walk through and  

 

          10     update as to what's been going on with the markets.  The  

 

          11     Executive Director just highlighted that we did see  

 

          12     some very nice market performance to close out 2016.  It caught  

 

          13     a decent amount of folks a little off guard in a good way.   

 

          14     Post-election, we got the Trump rally, as everyone has been  

 

          15     liken to call it.  The one positive is it at least helped  

 

          16     everyone's portfolios.  So whether that's short term or long  

 

          17     term, we're at least happy to see the higher numbers as of the  

 

          18     end of the year.  

 

          19                The big picture on the economic front.  We don't  

 

          20     know what's going to happen.  We are in a new environment for  

 

          21     digesting news and seeing how tweets can move the market.  So  

 

          22     regardless of your politics, I think everyone can expect more  

 

          23     volatility in the equity markets.  And what we're really  

 

          24     watching closely internally at Marquette is the  

 

          25     policies that have been proposed by the new President, you  
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           1     know, what is likely to actually get enacted?  And so we're  

 

           2     watching whether tax cuts get enacted, whether  

 

           3     infrastructure spending gets put in place, whether corporations  

 

           4     are allowed to bring back profits from abroad at a reduced tax  

 

           5     rate to bring that cash back onshore and hopefully spur  

 

           6     research and development and continued investment.  

 

           7                So the question is:  Does all the kind of background  

 

           8     noise -- does that prevent some of those bipartisan  

 

           9     efforts from actually taking place?  So that's how the politics  

 

          10     is likely to affect the broad economic front and then also  

 

          11     affect the capital markets going forward. 

 

          12                So we've seen the economy as a whole kind  

 

          13     of, on page 1, continue to muddle through.  I kind of use that  

 

          14     term all the time, to muddle through, the economy.  A 2 percent  

 

          15     growth rate in the economy over the last several years.  Good.   

 

          16     Not great.  Obviously, the hope is to get that up  

 

          17     towards the 3 percent range.  And the question will be whether  

 

          18     these policies, if they're enacted, can help get the  

 

          19     economy firing on all cylinders.  

 

          20                The unemployment figures have continued to come down  

 

          21     since the Great Recession from highs up near 10  

 

          22     percent.  And now we're currently right around or a little  

 

          23     below the 5 percent level for unemployment.  

 

          24                Inflation is still pretty benign.  We're  

 

          25     still seeing around kind of a 1 1/2, 2 percent inflation rate.   
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           1     That's allowed the Federal Reserve to be somewhat accommodating  

 

           2     in their monetary policy.  What we do anticipate for 2017 is  

 

           3     the Federal Reserve to raise interest rates probably two or  

 

           4     three times if the economy can support it.   

 

           5                Pages 3 and 4, the bond market.  About 20 percent of  

 

           6     your portfolio is in fixed income of your invested portfolio.   

 

           7     The fourth quarter was really a tough period for the  

 

           8     invested -- or for the fixed income markets.  Bonds, after the  

 

           9     election, dropped pretty significantly, so we saw bonds down 3  

 

          10     percent for the quarter; but for the year, they were still up 2  

 

          11     1/2 percent.  And one of the big surprise areas of the year was  

 

          12     high-yield -- high-yield bonds.  Lower quality bonds were up 17  

 

          13     percent for the year, and they withstood the Trump rally or the  

 

          14     Trump drop in bonds very, very well.   

 

          15                I'll jump you forward to page 6.  You'll see some  

 

          16     higher numbers.  And probably the most positive numbers within  

 

          17     the report are going to be in the U.S. equity space.  So U.S.  

 

          18     equities for the year, the S&P 500 was up 12 percent.  A couple  

 

          19     areas that did even better:  Value outperformed growth, and  

 

          20     then small cap outperformed the large cap.  So the best area to  

 

          21     be for the year was actually small cap, value, up almost 32  

 

          22     percent.  

 

          23                And you'll see a few of your active managers  

 

          24     actually performed very well were in some of these  

 

          25     areas of the market and actually matched and even  
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           1     exceeded the index performance in some cases.  So not only did  

 

           2     you have the right exposure, but your active managers executed  

 

           3     well in addition to that.   

 

           4                I'll skip forward to page 9 for the international  

 

           5     markets.  Pages 7 and 8 just have a little more detail on the  

 

           6     U.S. markets.  I won't cover that right now.  

 

           7                International markets weren't quite as strong, so  

 

           8     they had a tough month in November.  A lot of international  

 

           9     markets did not respond well to the election results here in  

 

          10     the U.S., but, as a whole, the international markets were up  

 

          11     about 4 1/2 percent for the year.  

 

          12                Emerging markets were the best area internationally.   

 

          13     They were up about 11 percent.  So, again, they sold off in the  

 

          14     fourth quarter, but, for the year, they actually performed  

 

          15     well.  And we'll talk about your two dedicated emerging market  

 

          16     managers you have in your portfolio in a few minutes.   

 

          17                And, then, the final places that I'll address,  

 

          18     pages 11 and 12, hedge funds and real estate.  Your hedge funds  

 

          19     had a little bit of a tough year.  Positive results,  

 

          20     but they didn't keep up with the U.S. equity markets.  So you  

 

          21     saw a lot of hedge fund managers up 1 or 2 percent.  

 

          22                And then on page 12, on the real estate side, we  

 

          23     ended up seeing real estate up about 8 percent for the year.   

 

          24     So fourth quarter numbers are still being more finalized there,  

 

          25     but you can see over the last three years since  
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           1     you've had real estate you've been getting 11, 12 percent per  

 

           2     year out of real estate since you made that investment.  So we  

 

           3     think returns there are going to moderate, but, overall, real  

 

           4     estate has still continued to perform well.   

 

           5                Any questions on the broad market before I jump into  

 

           6     the portfolio?  

 

           7                So with that, I'll jump to the pages behind the  

 

           8     black tab, behind Exhibit 1, pages 2 and 3.  You can look at  

 

           9     just the layout of your assets.  So as of the end of December,  

 

          10     again, as your Executive Director outlined, a little in excess  

 

          11     of $696 million, very close to your policy targets pretty much  

 

          12     across the board.  Obviously, you're a little overweighted to  

 

          13     the parking asset, which we really don't have control of, but  

 

          14     we offset that with an underweight to fixed income.  

 

          15                U.S. equities have stayed close to their target.   

 

          16     Performance has been good.  International equity is a little  

 

          17     below target, and hedge funds and real estate a little bit  

 

          18     above target.   

 

          19                Page 3 just outlines the same thing, but it's just  

 

          20     more based on the investable assets.  So, again, that is as we  

 

          21     look at asset allocation and seeing how your investable assets  

 

          22     would perform.  This is what we look at.  We exclude the  

 

          23     parking asset, and we're more focused just on the investable  

 

          24     assets.  The investable assets have now increased to be in  

 

          25     excess of $400 million -- actually, a little over $403 million  
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           1     as of the end of that period.   

 

           2                Jumping forward to the actual performance and how  

 

           3     does that translate into returns.  We can look at pages 8 and 9  

 

           4     for those figures.  And, again, performance here has been very  

 

           5     strong.  You should be very pleased with the results.  As you  

 

           6     look at the top line there on page 8, that outlines the total  

 

           7     fund composite.  That's including the parking asset.  So you  

 

           8     can see over longer periods of time you've actually  

 

           9     gotten very nice returns from the overall portfolio:    

 

          10     The one-year at 8 percent, the three-year just shy of 7, and  

 

          11     the five years averaging over 9 percent per year.  

 

          12                But those numbers below, we can see the rankings.   

 

          13     That shows where your pension fund ranks amongst the universe  

 

          14     of other public pension funds.  And so you can see over the  

 

          15     one-year basis, the 21st percentile.  At the two- and  

 

          16     three-year basis, as a whole, you're basically kind of the  

 

          17     cream of the crop.  You're at the top 1 percent of the peer  

 

          18     group.  That is a little influenced, obviously, by the parking  

 

          19     asset.  So if you look down --  

 

          20                MR. SICURO:  Jamie, real quick.  For the one-year  

 

          21     mark, will we still beat the benchmark where we only rank 21?  

 

          22                MR. WESNER:  Uh-huh. 

 

          23                MR. SICURO:  Is that, again, because the parking  

 

          24     asset brings us down on some of our returns, on an upside  

 

          25     return?  
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           1                MR. WESNER:  It's because it made it a bit lower.   

 

           2     And that's, actually, a perfect lead-in to the invested  

 

           3     portfolio, which is down -- that next dark line.  

 

           4                This is really a better apples-to-apples comparison  

 

           5     versus the peer group because the peer group doesn't have that  

 

           6     parking asset.  So as you look there, for the year, 8.4  

 

           7     percent.  You beat your policy benchmark, which means  

 

           8     your active managers were adding value, which is great to see.   

 

           9     But the combination of a good asset allocation and good  

 

          10     managers had you ranking in the top 13 percent of the peer  

 

          11     group.  So, if you go back over the last five years,  

 

          12     basically all of those time periods you've been very  

 

          13     consistent and ranked in the top quartile.  So even over the  

 

          14     five years you're actually in the top decile.  So, again, our  

 

          15     goal is to keep you at that level without a lot of volatility.   

 

          16                Going down and looking at the pieces of the  

 

          17     portfolio, how did this all work out to those strong  

 

          18     rankings up top?  Federated, your local manager, had some high  

 

          19     yield in that portfolio, so they generated some really nice  

 

          20     returns for the year, up almost 5 percent.  BlackRock beat the  

 

          21     benchmark as well.  They've had really strong long-term  

 

          22     performance for you.  

 

          23                U.S. equities.  U.S. Equities have actually been one  

 

          24     of the toughest places for most of our clients across the  

 

          25     board.  Active managers have just really struggled to beat the  
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           1     benchmark.  So you have active -- you have passive management  

 

           2     in your large cap, and then your two active managers actually  

 

           3     outperformed.  So you see your equities -- U.S. equities were  

 

           4     up 16.7 percent for the year.  That's exceptionally strong  

 

           5     performance, top 3 percent of the peer group for your equities.   

 

           6     How did you do that?  Again, indexed S&P 500 for your large  

 

           7     cap, keeping it low cost.  

 

           8                And then Frontier and Guyasuta, your two larger  

 

           9     active managers both beat the benchmarks by a  

 

          10     significant margin and both ranked in the top 5 percent of  

 

          11     their respective peer group.  

 

          12                Twin and CIM, two of your new emerging managers,  

 

          13     both did well.  And for the, again, the first kind of  

 

          14     full quarter that we had of performance for them,  

 

          15     both outperformed the benchmark by over a full percent net of  

 

          16     fees, and both ranked very well versus their peer universe.   

 

          17     So, again, a nice start for those two managers there. 

 

          18                On the non-U.S. side, this was -- if there was a  

 

          19     weakness to your portfolio for the year, it was on the  

 

          20     international equities side.  So MFS, your active manager on  

 

          21     the core side, who has provided good value over the long term,  

 

          22     underperformed a bit for the year.  They were up 3/10ths of a  

 

          23     percent versus their benchmark up 1.  State Street outperformed  

 

          24     on the emerging markets side, so that helped.  And then your  

 

          25     hedged manager on emerging markets, which had an excellent  



                                                             15 

 

 

           1     2015, had a tough 2016.  So they underperformed by about  

 

           2     2 percent.  

 

           3                On the hedge fund side, kind of varied performance  

 

           4     across the board here.  ABS, similar to what they did on the  

 

           5     emerging markets side, good performance over the course of  

 

           6     2015.  2016 was a pretty substantial miss for them, a lot more  

 

           7     global exposure in their portfolio.  

 

           8                But EnTrust bounced back well, and they also beat  

 

           9     their benchmark over the one-year period.  And the EnTrust  

 

          10     opportunistic fund was the strongest hedge fund performer, up  

 

          11     over 10 percent there.  So our recommendation is to take  

 

          12     EnTrust off of alert.  Their performance has bounced back, and  

 

          13     their management organizational changes have played  

 

          14     out.  They were acquired by a group in 2016.   

 

          15                And, then, finally, real estate.    

 

          16     Continued strong performance there, as you can see, up over 11  

 

          17     percent annualized over the three years that you've had that  

 

          18     asset class in your portfolio. 

 

          19                MR. SICURO:  Jamie, again, how come some of these  

 

          20     don't have rankings?   

 

          21                MR. WESNER:  So on the real estate side, when it's a  

 

          22     smaller peer group, the rankings -- we don't feel they are  

 

          23     truly reflective of how they perform.  The same on  

 

          24     the hedge fund side.  Within the hedge fund universe  

 

          25     there's pretty significant differences in what the managers are  
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           1     doing, so their rankings are -- our view is if we  

 

           2     don't think it's good information, we don't want to include it  

 

           3     in the book.  But when we're evaluating these hedge fund  

 

           4     managers, we are looking at them not only versus the benchmarks  

 

           5     but versus a specific peer group of people who are doing kind  

 

           6     of the exact same thing.  So internally we're evaluating them  

 

           7     versus peers, but we don't feel that the rankings are really a  

 

           8     good reflection. 

 

           9                MR. SICURO:  Okay. 

 

          10                MR. WESNER:  But definitely a good question and  

 

          11     different from the alternative asset classes versus the  

 

          12     traditional asset classes.   

 

          13                And, then, the final thing I'll point you to is  

 

          14     page 12.  At the end of the day, it's all about performance.   

 

          15     But you want to get strong performance with a moderate level of  

 

          16     risk.  And so, on the top of page 12, that risk-return plot of  

 

          17     you versus your peers in the universe has you very strongly  

 

          18     in the northwest quadrant where you would like to be.   

 

          19     You want to have higher return and less risk.  Obviously, the  

 

          20     parking asset de-risks the portfolio.  But even if we were just  

 

          21     looking at the invested portfolio, you would still be in that  

 

          22     northwest quadrant. 

 

          23                MR. SICURO:  But you don't have that graph for us?   

 

          24                MR. WESNER:  That's not in here, but you can -- I  

 

          25     can pull that information for you. 
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           1                But, again, the nice thing is those rankings have  

 

           2     come up.  The page -- the chart on the bottom of page 12 just  

 

           3     shows how your rolling returns, five-year period ending in  

 

           4     2012, 2013, 2014, 2015, 2016, you were ranking kind of in the  

 

           5     fourth quartile for periods up until 2011 and 2012.   

 

           6     And some of the changes that you've made, you've really helped  

 

           7     get your performance back up into the top quartile.  So you've  

 

           8     made a lot of good moves to de-risk the portfolio but also to  

 

           9     get your return profile higher as well.  

 

          10                And then 13 is the final page I'll comment on.   

 

          11     Private equity.  Some of the legacy investments are still kind  

 

          12     of working off, but the newer investments are all performing up  

 

          13     to expectations and generating nice cash flow for the  

 

          14     portfolio.  

 

          15                So the remaining 25 pages are all details  

 

          16     on each manager.  So that's your bedtime reading.  You can take  

 

          17     a look at the specifics of what the managers are doing, but,  

 

          18     as always, if you have any questions on those, be  

 

          19     sure to let me know. 

 

          20                MR. SICURO:  Thank you. 

 

          21                MR. FRANK:  Any further questions for Mr. Wesner?   

 

          22                MR. LEGER:  Jamie, we've moved everything from the  

 

          23     hedge funds to Parametric that we're going to move, and that is  

 

          24     all taken care of finally.  There was some discussion about  

 

          25     their contract, and we've finally gotten that all taken care  
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           1     of.  Correct?  

 

           2                MR. WESNER:  Yes.  Just as a reminder, at the  

 

           3     September meeting you put in a redemption request of 5 million  

 

           4     each from EnTrust and ABS, your two long/short equity managers.   

 

           5     We used that $10 million in total to fund an investment with  

 

           6     Parametric in what's called their Defensive Equity strategy.   

 

           7     This is a lower cost, more of an indexed version of hedge funds  

 

           8     so it brings the cost down significantly.  It's a product that  

 

           9     we use very significantly at Marquette.  We have a large number  

 

          10     of clients and client assets in that fund.  And I think it will  

 

          11     just be a nice complement to your existing managers as well as  

 

          12     reducing management expenses going forward.  And we worked with  

 

          13     the solicitor to get the contracts and get the proper language  

 

          14     in there to make sure that you were protected as investors.   

 

          15                MR. FRANK:  Controller Lamb. 

 

          16                MR. LAMB:  Do we as a Board need to do anything  

 

          17     official to remove the alert for EnTrust, or is that just  

 

          18     something we do as -- operationally?   

 

          19                MR. FRANK:  I've heard it both ways.  Sometimes it  

 

          20     was a formal motion, sometimes just recommended -- Mr. Wesner's  

 

          21     recommendation.  I see no downside in formally making a motion. 

 

          22                MR. WESNER:  I agree. 

 

          23                MR. LAMB:  When we do the resolutions or do we want  

 

          24     to --  

 

          25                MR. LEGER:  You can do it now if you want to.  
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           1                MR. LAMB:  I'll do it now.  Then I would make a  

 

           2     motion to follow the recommendation of Mr. Wesner and lift the  

 

           3     alert on EnTrust.  I guess that's both funds at EnTrust. 

 

           4                MR. WESNER:  Correct. 

 

           5                MR. LAMB:  Right. 

 

           6                MR. HERBINKO:  Second. 

 

           7                MR. FRANK:  Okay.  That's been moved and seconded.  

 

           8                Is there any discussion?   

 

           9                All right.  Then all those in favor of the motion,  

 

          10     please signify by saying aye.  

 

          11                MR. HERBINKO:  Aye. 

 

          12                MR. KRAUS:  Aye. 

 

          13                MR. LAMB:  Aye. 

 

          14                MR. RUFFOLO:  Aye. 

 

          15                MR. SICURO:  Aye. 

 

          16                MR. FRANK:  Any opposed?  

 

          17                Any abstentions?   

 

          18                The motion carries. 

 

          19                Okay.  If there's no further questions for  

 

          20     Mr. Wesner, then the next order of business is the solicitor's  

 

          21     report.   

 

          22                Briefly, you will recall at the December meeting the  

 

          23     Board authorized a $2 million investment in Fusion.  I prepared  

 

          24     an investment management agreement for Fusion, and it's been  

 

          25     signed without any request for modification of the draft that I  
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           1     submitted.   

 

           2                As Mr. Wesner and Mr. Leger noted, we are making the  

 

           3     investment in Parametric.  I have reviewed the investment  

 

           4     documents.  I did have some concerns.  It provided that  

 

           5     Delaware law applied, and it further made the provision that if  

 

           6     there was any dispute between us and Parametric that the case  

 

           7     would be tried in Minnesota.  And I recommended that we request  

 

           8     a change in both of these on the basis that we are a creation  

 

           9     of Pennsylvania law and Pennsylvania law should apply and also  

 

          10     any litigation should be here.  Not that we're expecting any  

 

          11     litigation, but this is always a cautionary measure I  

 

          12     recommend.  And it's my understanding that those changes have  

 

          13     been accepted by Parametric, so we can move forward with the  

 

          14     investment.  

 

          15                I will be sending out a formal memorandum reminding  

 

          16     all of you.  Many of you complete a statement of financial  

 

          17     interest in other capacities, but please remember when you  

 

          18     complete it, you need to note that you are also completing it  

 

          19     as a member of this Board.  What I've seen people do is if you  

 

          20     have multiple positions, you can always just create an addendum  

 

          21     and say "See Addendum A" and list your positions.  So please do  

 

          22     that.  And, as I think all of you know, the statements of  

 

          23     financial interest are due by May 1.  I will be sending out a  

 

          24     formal reminder. 

 

          25                Are there any questions?   
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           1                MR. RUFFOLO:  Will you send the form also?   

 

           2                MR. FRANK:  Yes, I will.  I always do. 

 

           3                MR. LEGER:  Where do we file those?  Do they go to  

 

           4     the clerk? 

 

           5                MR. FRANK:  City Clerk. 

 

           6                MR. LEGER:  For this Board. 

 

           7                MR. FRANK:  That's right.  

 

           8                Okay.  Any questions?  

 

           9                Then we'll move on to resolutions.   

 

          10                And the first resolution is a resolution authorizing  

 

          11     payment for professional services rendered by Frank, Gale,  

 

          12     Bails, Murcko & Pocrass in the amount of $1,840 for the month  

 

          13     of December 2016.   

 

          14                MR. RUFFOLO:  I make a motion to pay it. 

 

          15                MR. FRANK:  Okay.  It's been moved. 

 

          16                MR. LAMB:  Second. 

 

          17                MR. FRANK:  Okay.  It's been moved and seconded.  

 

          18                Is there any discussion?  

 

          19                All those in favor of the motion, please signify by  

 

          20     saying aye.  

 

          21                MR. HERBINKO:  Aye. 

 

          22                MR. KRAUS:  Aye. 

 

          23                MR. LAMB:  Aye. 

 

          24                MR. RUFFOLO:  Aye. 

 

          25                MR. SICURO:  Aye. 



                                                      22 

 

 

           1                MR. FRANK:  Any against?   

 

           2                Any abstentions?  

 

           3                Motion carries. 

 

           4                The next resolution is authorizing -- No. 2 of 2017  

 

           5     is authorizing the issuance of a request for proposal for an  

 

           6     independent actuarial audit to review the current actuary's  

 

           7     methods and assumptions for reasonableness and consistency in  

 

           8     accordance with Government Finance Officers Association  

 

           9     recommended best practices.   

 

          10                MR. SICURO:  I make the motion.   

 

          11                MR. FRANK:  So moved. 

 

          12                MR. KRAUS:  Second.  

 

          13                MR. FRANK:  There's been a second. 

 

          14                Is there any discussion of this motion?   

 

          15                MR. SICURO:  I would just like to say that I think  

 

          16     for all of us never having this done before, it's a good time  

 

          17     for us to take a look at it and make sure we are doing things  

 

          18     correct.  I'm not saying that there isn't, that we're not doing  

 

          19     it correct; but as our due diligence for our pension fund we  

 

          20     just make sure that somebody else is taking a look for us. 

 

          21                MR. FRANK:  Okay. 

 

          22                MR. LAMB:  Do we have -- do we have an understanding  

 

          23     of the cost or an estimate of the cost?   

 

          24                MR. LEGER:  We have an estimate of cost on what it  

 

          25     costs for the present actuary, which is around $50,000.  
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           1                However, this is a contract that you can do in one  

 

           2     of three levels, and we will bid it at all three levels.  One  

 

           3     is to replicate the entire actuarial study, and it goes all the  

 

           4     way down to simply taking a look at assumptions.  So we could  

 

           5     do it in three levels.  

 

           6                And you only need to do it once during the contract  

 

           7     of the present actuary.  You don't need to do it every time a  

 

           8     new study comes out.   

 

           9                MR. LAMB:  Right. 

 

          10                MR. LEGER:  Basically -- it's basically looking at  

 

          11     methodology.   

 

          12                MR. LAMB:  I will just say that I've been here since  

 

          13     2008.  I don't think we've ever done one. 

 

          14                MR. LEGER:  No.  We have never done this before.   

 

          15     And this is a GFOA best practice recommendation.  The best  

 

          16     practice recommendation is in your packet.  

 

          17                And I want to thank Ralph for bringing this to our  

 

          18     attention because it is a helpful thing just to verify and give  

 

          19     everybody the ultimate confidence in the numbers that we are  

 

          20     seeing.  

 

          21                The only thing that I would bring to your attention  

 

          22     is that at this point we have no resolution of dispute.  So  

 

          23     when we actually do the contract, we would have to put  

 

          24     something in there that talks about how we would resolve any  

 

          25     disputes that may arise between the current actuary and the one  
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           1     doing the audit. 

 

           2                MR. LAMB:  Well, wouldn't that be a matter for us to  

 

           3     discuss later on?   

 

           4                MR. LEGER:  Yes, it is.  That's why I'm not putting  

 

           5     it in the motion now.  

 

           6                MR. LAMB:  Right. 

 

           7                MR. LEGER:  It's just something to be aware of, that  

 

           8     it will come up.   

 

           9                MR. LAMB:  Well, I would just say I support it.  I  

 

          10     think it's a great idea.  And regardless of what the results  

 

          11     are, you know, it's always good to have someone else looking.   

 

          12     And I think we all know that we need to do more.  We're doing a  

 

          13     lot, and I think we've done phenomenally over the last six or  

 

          14     seven years with this fund.  But, you know, we also know that  

 

          15     we're not -- you know, we don't have the money we need to pay  

 

          16     our liability either.  So anything that helps us set proper  

 

          17     goals in getting there I think is worth doing.  So I appreciate  

 

          18     Ralph for bringing that to our attention.   

 

          19                MR. RUFFOLO:  Will we discuss cost at a later date  

 

          20     or just leave that -- 

 

          21                MR. LEGER:  Yes.  We will put out the RFP.  We'll  

 

          22     bring the results back to the Board.  The Board will consider  

 

          23     who to award it to and make the final recommendation on awards,  

 

          24     including costs. 

 

          25                MR. FRANK:  All right.  Is there any further  
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           1     discussion on Resolution No. 2?  

 

           2                All right.  Then, all those in favor, please signify  

 

           3     by saying aye.  

 

           4                MR. HERBINKO:  Aye. 

 

           5                MR. KRAUS:  Aye. 

 

           6                MR. LAMB:  Aye. 

 

           7                MR. RUFFOLO:  Aye. 

 

           8                MR. SICURO:  Aye. 

 

           9                MR. FRANK:  Any opposed?  

 

          10                Any abstentions?  

 

          11                The motion carries.   

 

          12                The next resolution is a new resolution.  I don't  

 

          13     know that we have the actual language.  

 

          14                Kathy, do you have the language for that one?  It's  

 

          15     not in my packet.  Somehow it got left out of mine. 

 

          16                This is a resolution authorizing a .25 percent, or  

 

          17     25 basis points, reduction in the assumed interest rate from  

 

          18     7.5 to 7.25 effective January 1, 2019.  

 

          19                Whereas, the City of Pittsburgh Comprehensive  

 

          20     Municipal Pension Trust Fund Board recognizes that the fund has  

 

          21     not historically attained the current assumed interest rate of  

 

          22     7.5 percent.  

 

          23                Whereas, the CMPTF Board wishes to set the assumed  

 

          24     interest rate to a more reasonable and attainable rate.  

 

          25                Now, therefore, be it resolved that the CMPTF Board  
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           1     authorizes a reduction of the assumed interest rate from 7.5  

 

           2     percent to 7.25 percent to be effective January 1, 2019. 

 

           3                Is there a motion?   

 

           4                MR. RUFFOLO:  I'll make a motion. 

 

           5                MR. FRANK:  Is there a second?   

 

           6                MR. SICURO:  Second. 

 

           7                MR. FRANK:  All right.  It's been moved and  

 

           8     seconded. 

 

           9                Discussion?  

 

          10                MR. SICURO:  I'd like to echo what Mr. Lamb said on  

 

          11     the previous motion about moving in the right direction, and  

 

          12     the Board has made a lot of attempts to go in that direction.   

 

          13     The administration has done a lot to go -- to make sure that  

 

          14     the fund is going in the right direction.  I think this is just  

 

          15     another step, albeit a small step.  It's just a healthier step  

 

          16     to get us to a better assumed rate of return.  

 

          17                I think by putting it out to the year 2019 allows  

 

          18     the administration a better opportunity to plan for this in the  

 

          19     budget.  And I believe that's around our debt cliff time, as  

 

          20     well, which we should have some money available to ease that --  

 

          21     the hit. 

 

          22                MR. LEGER:  I just want to add to that that I want  

 

          23     to thank Ralph for Resolution No. 2 and for No. 3 for being  

 

          24     persistent and informative about how they were presented.  We  

 

          25     are perfectly fine with this.  
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           1                And to just echo what he said about implementation  

 

           2     in '19, we can't do it in '17 because that budget is already in  

 

           3     place.  '18 is already firm in the Act 47 plan, and to change  

 

           4     that would make us go back to Act 47 and either reduce the  

 

           5     budget expenditures by $6 million or renegotiate a new plan.   

 

           6     And then '19, as Ralph said, we have the debt cliff which frees  

 

           7     up some money.  So it is reasonable to expect and to plan for  

 

           8     '19 for this rather than to do it in either '17 or '18.  I know  

 

           9     that's a long way off, but it's been very helpful for you to  

 

          10     cooperate on that, pushing it out to '19.  

 

          11                MR. KRAUS:  So may I just quickly?  

 

          12                Do we understand what the budgetary impact is in  

 

          13     2019?  

 

          14                MR. LEGER:  $6 million.  That's current.  It may  

 

          15     change a little bit as you go forward because new actuarial  

 

          16     studies come out, but right now it would be $6 million.  

 

          17                MR. LAMB:  One of the reasons I didn't want to move  

 

          18     forward on this at the last meeting was because I didn't think  

 

          19     it was right to move forward without knowing what the mayor and  

 

          20     council felt about that because of the budgetary impact.  

 

          21                Are you telling me that the mayor is supportive --  

 

          22                MR. LEGER:  Yes. 

 

          23                MR. LAMB:  -- of this resolution?   

 

          24                MR. LEGER:  With '19 as the date, yes. 

 

          25                MR. LAMB:  And, Councilman Kraus, do you think that  
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           1     you as a council member would support this as well?   

 

           2                MR. KRAUS:  That would be my understanding. 

 

           3                MR. FRANK:  Okay.  All right.  Is there any further  

 

           4     discussion of the motion?   

 

           5                MR. LAMB:  Just one last thing.  I'm supportive of  

 

           6     this and I'll vote for it today, but I want to be clear that  

 

           7     this doesn't limit us.   

 

           8                MR. LEGER:  No, it does not. 

 

           9                MR. LAMB:  Come '19, we might want to go lower. 

 

          10                MR. LEGER:  We might want to go higher.   

 

          11                MR. LAMB:  Well, we're not doing that.  

 

          12                But come '19, we might want to -- I just want to  

 

          13     make sure that we're not locking ourselves in that if the  

 

          14     opportunity presents itself to be even lower than 7.25 that we  

 

          15     can be. 

 

          16                MR. LEGER:  Yeah.  You have the right to change this  

 

          17     number at any time for any reason.  And in your packet, there  

 

          18     is a list of all of the years, back 18 years, of the rates.  So  

 

          19     you can see they're all over the place.  They are impacted by  

 

          20     the crazy 2008 and 2009 rates, which are totally out of whack.   

 

          21     But if you take the average, it's about 6.3 overall of that  

 

          22     time, including those totally out-of-whack rates in '8 and '9.  

 

          23                So I think we're moving in the right direction.   

 

          24     But, as you said, Mr. Controller, we may want to change those  

 

          25     rates again.  We certainly have time to do that. 
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           1                MR. LAMB:  I would just add that this now will be  

 

           2     the -- I think this marks the third time that I will be voting  

 

           3     for a decrease of the assumed rate of return since I've been on  

 

           4     this Board.  And we've come a long way, and I can't commend,  

 

           5     you know, this Board and our advisor enough for the -- for the  

 

           6     work that's been done.  And, obviously, it's not enough.  It's  

 

           7     been yeoman's work, and I certainly appreciate the effort of  

 

           8     the Board to get to more realistic numbers on our rate of  

 

           9     return. 

 

          10                MR. FRANK:  All right.  Any further discussion?  

 

          11                If not, then we will take this to a vote.  All those  

 

          12     in favor of Resolution No. 3, please signify by saying aye.  

 

          13                MR. HERBINKO:  Aye. 

 

          14                MR. KRAUS:  Aye. 

 

          15                MR. LAMB:  Aye. 

 

          16                MR. RUFFOLO:  Aye. 

 

          17                MR. SICURO:  Aye. 

 

          18                MR. FRANK:  Okay.  Are there any opposed?  

 

          19                Are there any abstentions?  

 

          20                The motion carries.  

 

          21                Is there any new business?   

 

          22                MR. SICURO:  Is this the proper time?  I have a  

 

          23     question about something that was in our packets.  Is this the  

 

          24     best time for it?   

 

          25                MR. LEGER:  Sure. 



                                                      30 

 

 

           1                MR. SICURO:  The Mockenhaupt invoice.  First, I want  

 

           2     to say thank you to Mr. Leger and Kathy for providing me with  

 

           3     all the information I keep asking for all the time.  I do  

 

           4     appreciate it.  It makes it a lot easier for us to move forward  

 

           5     on things.  

 

           6                I just need to better understand the invoices for  

 

           7     Mockenhaupt, particularly right now looking at the MMO  

 

           8     preparation for years '14, '15, and '16.  It's my assumption --  

 

           9     and that's where I don't know if I'm wrong -- that when you're  

 

          10     preparing these -- the MMO, it's the same work each time.   

 

          11     You're not doing different work; you're just -- the model,  

 

          12     you're moving it forward.  Correct?   

 

          13                MR. LEGER:  I think that's correct.  

 

          14                But, Dave, do you want to come up and talk about  

 

          15     this and the changes and how you do that?  Is it a plug-in  

 

          16     method, or is it a recalculation of some kind?   

 

          17                MR. DAVID STIMPSON:  Yeah.  It's the same method  

 

          18     every time, although there is a data reconciliation that goes  

 

          19     along with it.  That is -- the bulk of the effort that goes  

 

          20     into it is reconciling the data because it has to be based on a  

 

          21     payroll estimate.   

 

          22                MR. SICURO:  Okay.  

 

          23                MR. DAVID STIMPSON:  In 2016, there was  

 

          24     significantly more data reconciliation work.  I believe it was  

 

          25     because of that new payroll system. 
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           1                MR. SICURO:  You said it was in '16?  

 

           2                MR. DAVID STIMPSON:  We -- in '16 for the '17, yes. 

 

           3                MR. SICURO:  The reason I ask is when I first looked  

 

           4     at this, I glanced and said you went from '14 and increased it  

 

           5     by 50 percent into '15 and then another 22 percent going into  

 

           6     '16 for the cost.  And I just didn't understand why you would  

 

           7     have such significant increases into the cost of doing that  

 

           8     particular work, which, again, I don't say I know what you do.   

 

           9     But I would expect some inflation to your cost going forward,  

 

          10     but not necessarily 50 percent and then another 22 percent. 

 

          11                MR. LEGER:  Well, here's -- what I would ask Dave to  

 

          12     do is to give us some justification for why those costs have  

 

          13     changed each of those years so we have a better understanding  

 

          14     of that because I am in the same condition that you are.  I  

 

          15     don't know what actuaries do, and --  

 

          16                MR. SICURO:  They like it that way. 

 

          17                MR. LEGER:  And neither does anybody else, and you  

 

          18     can't tell me differently.  

 

          19                And so some justification of how those numbers  

 

          20     changed or why they changed would be in order. 

 

          21                MR. SICURO:  I would appreciate it.  And if we could  

 

          22     just go one step further.  Because, again, I looked at what  

 

          23     part was paid for by the comp board, and I see '14, again, a  

 

          24     significant decrease in cost.  And then it picked back up in  

 

          25     '16.  I'm not sure -- I'm glad that we dropped.  I don't  
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           1     understand why it has such fluctuation.  When I look at the  

 

           2     above amounts, it seems to be somewhat steady as far as  

 

           3     actuarial evaluation and studies.  So, again, if we could have  

 

           4     a little bit better understanding of what it is we're being --  

 

           5     at least what the comp board is being charged for.  Because I  

 

           6     assume this is other work for the city. 

 

           7                MR. LEGER:  Yes, it is.  You know that we also use  

 

           8     those numbers in negotiations, so... 

 

           9                MR. SICURO:  Okay.  Yeah.  I assumed by some of your  

 

          10     bottom bullet points.  At least specifically towards the comp  

 

          11     board portion, if we could understand a little more of what our  

 

          12     costs are going to be. 

 

          13                MR. LEGER:  How that split is made.  Okay. 

 

          14                MR. SICURO:  I appreciate it.  That's all I have.   

 

          15                MR. FRANK:  Any further discussion on this?  

 

          16                All right.  Is there any other new business?  

 

          17                Is there any continued business?   

 

          18                All right.  Do we have a motion to adjourn?   

 

          19                MR. LAMB:  So moved.   

 

          20                MR. SICURO:  Second. 

 

          21                MR. FRANK:  All those in favor?  

 

          22                MR. HERBINKO:  Aye. 

 

          23                MR. KRAUS:  Aye. 

 

          24                MR. LAMB:  Aye. 

 

          25                MR. RUFFOLO:  Aye. 
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           1                MR. SICURO:  Aye. 

 

           2                MR. FRANK:  Any opposed?  

 

           3                Any abstentions?  

 

           4                We're adjourned.   

 

           5                (Whereupon, the Quarterly Meeting of the  

 

           6     Comprehensive Municipal Pension Trust Fund Board concluded at  

 

           7     1:38 p.m.)   
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