City of Venice Police Officers’ Pension Fund
MINUTES OF SPECIAL MEETING

December 9, 2011
CALL TO ORDER


Chairman Kevin McGrath called a special meeting of the Board of Trustees for the City of Venice Police Pension Fund to order at 1:20 PM.  Those persons present included:

TRUSTEES




OTHERS

Kevin McGrath, Chairman
              Doug Lozen, Foster & Foster

Andy Devries                                    Lee Dehner, Christiansen & Dehner



Andy Leisenring                               Linda Runkle, Pension Resource Center
Robert Palmieri                               
Ernie Skinner
Kevin McGrath welcomed Ernie Skinner to the Board as a new Trustee.
EXPERIENCE STUDY:  DOUG LOZEN
Doug Lozen appeared before the Board on behalf of Foster & Foster to discuss the Actuarial Experience Study dated December 9, 2011.  He reported that member contributions to the pension plan have remained constant at 7.25% since 2005, while the City’s contribution has increased from 12.3% of payroll in 2005 to 49.8% of payroll in 2012.  He advised that the actuarial losses in 2009 and 2010 contributed to the dramatic increase, and explained that assumptions may be modified based upon experience.
Mr. Lozen discussed the investment return assumption of 8%.  He advised that over the past 19 years, the plan has exceeded the 8% assumption net-of-fees.  He reported that 

lowering the assumption to 7.75% as recommended by the State Division of Retirement would cost the City approximately an additional $100,000 more per year, or an increase of 3.59% of payroll.  He summarized funding requirements by stating that it is either “pay now, or pay later”.

Mr. Lozen discussed the salary increase assumption of 7%.  He recommended that the Board consider a 10% assumption for officers with less than 10 years of service, and a 5.5% assumption for officers with 10 or more years of service.  He concluded that this assumption change would lower the City’s funding requirement by 1.18% of payroll.

Mr. Lozen explained the assumption regarding turnover, stating that the experience in the Venice Police Department has been that more officers than anticipated have left employment prior to eligibility for retirement, which results in savings to the plan.  He recommended that adoption of an assumption which tracks the turnover history would result in a decrease to the city’s funding requirement of 1.82% of payroll.
Mr. Lozen discussed the assumption regarding retirement rates for normal and early retirement.  He explained that the average normal retiree has deferred retirement for three years after eligibility.  He recommended that the assumption be modified to assume that 25% of normal retirees will retire within 0-2 years of eligibility and that 100% will retire after 3 years of eligibility, resulting in a reduction of 3% of payroll to the City.  Mr. Lozen also recommended that the assumption for early retirement be changed from 5% to 10%, resulting in a reduction of .16% of payroll to the City.
Mr. Lozen explained the assumption regarding disability rates.  He suggested that the assumption of one disability every 5 or 6 years should be modified to one disability every 2 or 3 years, based upon plan history.  He advised that this assumption change would result in an increase of 1.37% of payroll.

Mr. Lozen concluded his presentation by clarifying that the assumption changes may be made applicable retroactively to the 2010 Actuarial Valuation, or prospectively for the 2011 Actuarial Valuation.  He explained that a reduction in the investment earnings assumption could be phased in gradually over time, from 8% to 7.9% to 7.8% to 7.75%, instead of a change directly from an 8% assumption to a 7.75% assumption.
The Trustees discussed the City’s desire to obtain funding relief for the 2012-2013 fiscal year, concluding that decisions made today will impact the 2011 Actuarial Valuation and future funding requirements. 

Ernie Skinner made a motion to accept all recommended assumption changes except for the disability rate assumption.  The motion included the salary increase assumption, turnover rate assumption, normal and early retirement rate assumptions, and the investment earnings assumption reduction to 7.9%.  Mr. Lozen advised that this combination of assumption changes will result in approximately a 3.5% to 4% contribution reduction for the City, or a savings of approximately $120,000.  The motion was seconded by Robert Palmieri, approved by the Trustees 5-0.
Adjournment

There being no further business and the next regular meeting of the Board having been previously scheduled to occur on February 21, 2012 at 9:00 AM, the meeting was adjourned at 2:55 PM.
Approved: ________________________________
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