CITY OF VERO BEACH POLICE OFFICERS' RETIREMENT TRUST FUND
BOARD OF TRUSTEES
QUARTERLY MEETING MINUTES
City Hall, Council Chambers
1053 20th Place, Vero Beach, FL 32960
Wednesday, February 17, 2021, at 1:30PM
TRUSTEES PRESENT:

Gregory Budde
Matt Harrelson
Harry Offutt
Ann Thompson (via Zoom)
David Farquharson

TRUSTEES ABSENT:

None

OTHERS PRESENT:

Ken Harrison, Sugarman & Susskind (via Zoom)
Cindy Lawson, Finance Director
Dave West, AndCo Consulting
Karen Russo, Salem Trust (via Zoom)
Siera Feketa, Foster & Foster
Brad Heinrichs, Foster & Foster (via Zoom)
Greg Peters, Dana Investments (via Zoom)
David Stamm, Dana Investments (via Zoom)

I.

Call to Order- The meeting was called to order at 1:31 PM by Matt Harrelson.

II.

Roll Call - As reflected above.

Ill.

Public Comments - None.

IV.

Approval of Minutes
a. November 18, 2020, quarterly meeting

The minutes from the November 18 1 2020 quarterly meeting were approved, upon motion by Gregory
Budde and second by David Farquharson; motion carried 5-0.

V.

Reports (Attorney/Consultants)
a. City of Vero Beach, Cindy Lawson, Finance Director
i. Financial statements as of December 31, 2020
1. Cindy Lawson commented the reports appeared as expected for the first
quarter of the Fiscal Year (FY). Cindy commented there were some
minor changes to the way the information was presented so it was easier
to read.
2. Cindy Lawson reviewed the refunds payable commenting there was a
small situation found. Cindy Lawson reviewed the refund for Eric
Brashears commenting based on the Salem Trust statements it
appeared he was not refunded the whole amount. Cindy commented he
had received his entire refund and Salem Trust was working on
correcting this. Cindy stated the current administrator was doing good job
of keeping up on refunds. Cindy commented it was beneficial that so
many people were looking at the Plan so that errors were caught.
3. Cindy Lawson reviewed the accounts payable that were outstanding
from the third quarter. Siera Feketa commented they were processed but
not before quarter ending December 31, 2020. Therefore, they were not

reflected on the financial statements but should be reflected on the next
one.
b.

Salem Trust, Karen Russo, Custodian
i. Karen Russo reviewed the issue for Eric Brashears commenting there was an
error on his 1099R as it did not reflect the taxes withheld. Karen reviewed what
caused this commenting it was processed manually. Karen commented they
would issue a corrected 1099R to the member. Karen commented there would
also be a transaction on the statement to reflect the correct amount distributed to
Mr. Brashears.
ii. Class action report as of December 31, 2020
1. Karen Russo reviewed the class action report. Karen commented there
was one pending claim with an estimated payment amount of $6.32.
2. Karen Russo commented there were two checks paid, both totaling
$1,318.76.

c.

Foster & foster, Brad Heinrichs, Board Actuary
i. October 1, 2020 actuarial valuation report
1. Brad Heinrichs reviewed the Summary of Report commenting the City's
required contributions went down from $743,424 for Fiscal Year Ending
(FYE) September 30, 2021 to $715,403 for FYE September 30, 2022.
2. Brad Heinrichs reviewed the sources of actuarial gain commenting the
smoothed investment return of 9.34% exceeded the 7.65% assumption
and there were less salary increases than expected.
3. Brad Heinrichs reviewed the actuarial assumption and method changes
as a resu lt of the Board approving changes recommended in the
experience study. Brad commented the Plan adopted assumptions that
were more conservative, and the Plan still outperformed.
4. Brad Heinrichs reviewed the difference between the Actuarial Value of
Assets (AVA) and the Market Value of Assets (MVA).
5. Brad Heinrichs reviewed the funded ratio using AVA commenting it
increased from 89.00% with the October 1, 2019 valuation to 89.30%
with the October 1, 2020 valuation. Brad reviewed the funded ratio using
MVA commenting it increased from 96.60% for the October 1, 2019
valuation to 101.60% for the October 1, 2020 valuation .
6. Dave West asked if the State Monies were impacted by the MVA or the
AVA and asked if the Plan received State Monies if they were over
100.00% funded. Brad Heinrichs commented the Plan could still get
State Monies if they were 100.00% funded as they still had normal costs.
Brad reviewed the normal cost for the Plan and what would happen if the
Plan was 100.00% funded.
7. Brad Heinrichs reviewed the normal cost commenting it still decreased to
$626,676 for FYE September 30, 2022 even with lowering the
investment return assumption.
8. Brad Heinrichs reviewed the actuarial gain commenting the assumptions
were outperformed by $890,085.
9. Brad Heinrichs reviewed the five-year comparison of investment return
on market value and actuarial value commenting the smoothed return
was higher than expected. Brad commented the market value investment
return for FYE September 30, 2020 was 13.83% and the actuarial value
for the same period was 9.34% exceeding the assumed rate of 7.65%.
10. Brad Heinrichs reviewed the five-year comparison of actual and
assumed salary increases.

11. Brad Heinrichs reviewed the average annual payroll growth commenting
the payroll was less now than it was ten years ago, which was unusual
when compared to other police plans in the State.
12. Matt Harrelson asked if they should still consider incrementally lowering
the assumed rate of return. Brad Heinrichs commented if they could
lower the assumed rate and keep contributions going down that would be
a good thing. Brad commented it would decrease the risk without
consequence. Brad commented it was best to lower the assumed rate as
the costs were decreasing.
13. Dave West agreed with the discussion to decrease the assumed rate
and encouraged continued discussion. Dave commented it would have
to be lowered significantly before they would need to discuss changing
the asset allocation. Dave commented they had lowered their expected
returns for their prediction models, which might suggest returns would be
lower in the future.
14. Matt Harrelson asked what an ideal assumed rate would be. Dave West
asked Brad Heinrichs if the target would be about 7.00% based on the
trends throughout the State. Brad commented the national average was
around 7.25% and trending to 7.00%. Brad commented the Plan was a
little above average and continuing to lower it as they move forward
made sense.
The Board approved the October 11 2020 actuarial valuation report, upon motion by Gregory
Budde and second by David Farguharson; motion carried 5-0.

15. Matt Harrelson asked if the Board should make a motion to lower the
assumed rate. Ken Harrison commented he thought they approved an
incremental decline. Matt commented they only discussed it, and it was
not approved by motion.
16. Matt Harrelson, Ken Harrison, and the Board discussed incrementally
decreasing the assumed rate. Brad Heinrichs commented the Board
could approve decreasing the assumed rate by 1OBPs per year and if
approved, the assumed rate would be 7.45% for the October 1, 2021
actuarial valuation report. Cindy Lawson commented any additional
lowering would not impact them until the next valuation report, and they
could discuss the assumed rate at a future meeting. Siera Feketa
commented she would add it to the August agenda.
The Board voted the declaration of returns for the Plan shall be 7.55% for the next year, the next
several years, and the long-term thereafter net of investment related expenses, upon motion by
Ann Thompson and second by Gregory Budde; motion carried 5-0.

d.

Dana Investment Advisors, Greg Peters/David Stamm, Investment Manager
i. Quarterly report as of December 31, 2020
1. Greg Peters gave a brief overview of the market and the vaccines for
Covid-19.
2. The total fund gross returns for the quarter were 12.99%. The 1-, 3-, and
5-year trailing total fund gross returns were 2.21 %, 5.46%, and 8.43%
respectively, comparing to the benchmarks of 2.80%, 6.07%, and 9.74%
respectively. Since inception the total fund gross returns were 6.54%
underperforming the benchmark of 7.49%.
3. The total fund market value for the quarter ending December 31, 2020
was $11,092,956.
4. Greg Peters gave an overview of the economic and market update.
5. Greg Peters reviewed the top five performing companies.

6.

David Stamm reviewed his perspective on the market and the factors
that impacted the market throughout the calendar year.
7. David Stamm reviewed the growth versus value markets. Most recently
growth had outperformed value in five of the last six years despite
several short periods, during recent quarter, where value showed signs
of a resurgence included the fourth quarter of 2020.
8. David Stamm commented they were happy with how the Plan performed
in the quarter.
9. David Stamm reviewed the factors that led to the quarter's results.
10. David Stamm reviewed the Dana Large Cap Value equity strategy.
11. David Stamm reviewed the select contributors and detractors for the
quarter.
12. David Stamm reviewed the additions and deletions during the quarter.
13. David Stamm reviewed the characteristics of the portfolio and the quality
and risk tilt.
14. David Stamm commented he was excited about how the portfolio was
positioned for the year.
15. David Stamm reviewed the consistent earnings execution.
16. David Stamm reviewed the historical performance. David reviewed the
outlook on the market as the vaccine was rolled out and the factors that
would impact the future market.
17. Dave West commented it sounded like they were buying into new
recovery in 2021-2022. Dave commented across styles they were
positioning here with an eye on recovery forward with the p'ossibility that
there would be a more permanent leadership of the stock value. David
Stamm reviewed the factors that were causing the continued economic
improvement.

The Board agreed to accept Dana Investments' report as presented, upon motion by Gregory
Budde and second by David Farquharson; motion carried 5-0.

e.

AndCo Consulting, Dave West, Investment Consultant
i. The Board agreed by consensus to move the AndCo Consulting report
after the attorney's report.

f.

Sugarman & Susskind, Ken Harrison, Attorney
i.

E-Verify Law Special Report

1.

2.

3.

4.

Ken Harrison reviewed the E-Verify Law Special Report and the letter
tha.t would need to be distributed to the vendors to notify them they
needed to be registered. Matt Harrelson asked what the deadline was to
get registered. Ken commented it should be done by the end of the year.
Siera Feketa commented her office would handle getting the Plan
registered and sending the letters out to the vendors.
Ken Harrison reviewed the opinion letter he issued regarding the
definition of credited service. Ken commented the Plan was currently
allowing unused sick leave accruals to be used as credited service upon
retirement. Ken commented that was not allowed under the State as
leave accruals could not be used to enhance benefits .
Ken Harrison commented he did a lot of research to see if there were
any alternatives the Board could consider commenting they could put in
place a provision that allowed members to purchase an increased
multiplier.
Matt Harrelson asked why the leave accruals were being used to
enhance benefits for so long without it being brought to the Board's
attention. Matt commented the statute was pretty clear and asked why it

was written into the Plan. Ken Harrison commented it was put in place
through collective bargaining. Ken commented he spoke with the
Chairman of the Board at the time and they decided to proceed with the
change in the Plan's Ordinance based on the Collective Bargaining
Agreement (CBA). Ken commented Brad Heinrichs was the first to bring
it up.
5. Matt Harrelson asked if they needed to have a Memorandum of
Understanding (MOU) with the Union and if an Ordinance amendment
needed to be done. Cindy Lawson commented she had spoken to the
City Attorney and based on that conversation she felt an Ordinance
amendment did not need to be done and if the Board approved the
change by motion they could stop including leave accruals to enhance
benefits immediately. Matt and Cindy discussed the CBA. Cindy
commented the City Attorney stated that was a qualifier in the CBA that
stated none of the benefits could violate state and federal law. Ken
Harrison commented the CBA language should be cleaned up with the
next negotiations. Cindy asked if the Union could contact the Plan
Attorney if they had any questions as they worked through the change.
Matt Harrelson commented that it was okay with him.
6. Ann Thompson asked if the benefits needed to be corrected
retroactively. Ken Harrison commented they would need to know how
many people were affected . Matt Harrelson and Cindy Lawson
commented anyone who had retired from the City since 2012 would have
received the benefit. Cindy commented she would have the Human
Resources department gather a list of members that received the benefit
and bring that data to the next meeting. Ken Harrison commented the
Board should make an effort to determine past impact.
7. Ken Harrison commented if they accepted his opinion, they needed to
start calculating benefits the right way immediately. Ken commented they
would need to do more research to determine if they had to recoup
money that had been overpaid. Ken commented retirees that received
the benefit would need to have their benefit recalculated. Ken reviewed
the fiduciary responsibility of the Board.
8. Brad Heinrichs commented it was one thing to have the calculation done
correctly for future retirees, but if they did not correct it retroactively there
would be members that would continue to be overpaid for the remainder
of their lifetime. Matt Harrelson commented the concern was with those
members that were expecting to receive a benefit based on their leave
accruals and would have worked longer had they known they would not
be able to use their leave accruals toward credited service. Brad
commented the retirees could file for an estoppel hearing.
9. Brad Heinrichs commented as the Plan's actuary he did not like the idea
of buying up the multiplier and reviewed alternative solutions. Brad
reviewed a solution used in another plan with the same problem,
commenting they could determine the present value of the lost benefit to
the members/retirees and deposit that amount into a Health Savings
Account (HSA) or other retirement vehicle. Brad commented the City and
the members would be unharmed by this.
10. Cindy Lawson stated similar situations had arisen with other City pension
plans commenting there were twenty to thirty people that had been
overpaid and all funds were recouped as required by law. Cindy
commented the alternative solutions had not been offered to members of
the other City pension plans.

11. Matt Harrelson commented they could discuss alternative solutions at a
future meeting, but before they could do that they needed the data to
determine how many retirees were impacted and correct the benefits of
the current retirees. Cindy Lawson commented she would have HR
gather the information and send it to the actuary to have the benefits
recalculated. Brad Heinrichs commented they would do the
recalculations and include the total overpayment amount.
12. Cindy Lawson and Matt Harrelson discussed the next steps. Matt
commented they needed to stop adding sick leave as credited service
immediately. Matt commented Cindy would need to provide a list of all
members that had leave accruals used as credited service back to 2012.
13. Cindy Lawson asked about the statement in the opinion letter regarding
the inclusion of leave accruals in salary. Ken Harrison commented the
leave accruals as of July 1, 2011 could be included in salary but could
not be used in credited service. Brad Heinrichs reviewed an example.
The Board discussed including the leave accruals in the final year's
salary. Siera Feketa commented her understanding was that it was
permissible under State law but was not written in the Ordinance. Brad
Heinrichs and Cindy Lawson agreed it was not permitted in the
Ordinance. Ken commented he would have to look at the provision. Brad
and Cindy agreed an Ordinance amendment would need to be prepared
to allow for leave accruals to be included in salary. Cindy commented
there was a difference in the frozen amount for City purposes and the
frozen amount for pension purposes.
14. Matt Harrelson commented what could and could not be included in
credited service or salary needed to be written in the Ordinance. Siera
Feketa asked if it would be a good time to do a Plan Restatement if the
Plan was being amended as there had never been a restatement done.
Ken Harrison commented it was always appropriate to do a Plan
Restatement. Matt and Gregory Budde commented it should be done
now.
15. Ken Harrison and Matt Harrelson discussed the current language in the
Ordinance.
16. Cindy Lawson and Matt Harrelson reviewed the way sick and annual
leave had been paid out and calculated.
17. Ken Harrison commented he would do research to determine if lump
sum payouts of leave accruals could be included in salary.
18. Brad Heinrichs, Siera Feketa, Cindy Lawson, and the Board discussed
how lump sum payouts could be included in salary if it were provided for
in the Ordinance.
19. Ann Thompson expressed concerns with the timeframe of determining
who was impacted and the severity of the impact asking if they should
set a deadline. Cindy Lawson commented it would be difficult as it was
going to take some time for HR to gather the information. Siera Feketa
commented it would also take some time for the actuary to prepare the
calculations. Siera commented if the research was done earlier than
expected she could speak with the Chairman about holding a special
meeting.
20. Brad Heinrichs commented if someone retired in the interim, they could
caveat the cover letter and calculate the benefit conservatively with the
understanding that the benefit could be recalculated later. Brad
commented he agreed with Trustee Thompson as far as getting a
resolution as soon as possible. Brad recommended notifying the retirees.
Matt Harrelson commented he agreed and the opinion from Ken Harrison

should be attached. Cindy Lawson commented they could wait until after
the next meeting to notify the retirees since they should know what the
impact would be at that point. The Board agreed.
The Board voted to accept the attorney's report with the caveat that he brings research regarding
leave accruals included in salary to the next quarterly meeting, upon motion by Gregory Budde
and second by David Farguharson: motion carried 5-0.
g.

AndCo Consulting, Dave West, Investment Consultant (continued)
a. Quarterly report as of December 31, 2020
1. Dave West gave a brief update on the firm and thanked the Board for their
business.
2. Dave West gave a brief overview of the Dana Investment Advisors report
commenting they did a great job with their presentation.
3. Dave West reviewed the asset allocation commenting he recommended
staying on course.
4. Dave West reviewed the asset allocation history by portfolio.
5. The total fund net returns for the quarter were 8.62%. The 1-, 3-, 5- and
7-year trailing total fund net returns were 17.80%, 11.06%, 10.85%, and
8.80% respectively, comparing to the benchmarks of 14.19%, 9.88%,
10.61 %, and 8.88% respectively. Since inception (1/1/1998) the total fund
net returns were 7.42% outperforming the benchmark of 7.08%.
6. Dave West reviewed the returns of the investment managers. Dave
discussed the factors that would impact the market.
7. Dave West reviewed the financial reconciliation of the Plan.
8. The total fund market value for the quarter ending December 31, 2020
was $52,269,255.

The Board accepted AndCo's report, upon motion by Gregory Budde and second by David
Farguharson: motion carried 5-0.
VI.

Consent Agenda
a. Invoices for Ratification
i. Warrant #48 and #49
b. Invoices for Payment
i. None
c. Fund Activity Update
i. For period November 12, 2020 through February 10, 2021

The Consent Agenda was approved as presented, upon motion by Ann Thompson and second by
David Farguharson; motion carried 5-0.
VII.

New Business
a. Upcoming Trustee term expirations
i. Siera Feketa reviewed the upcoming trustee terms expiring and asked if each
trustee wanted to serve another term. Matt Harrelson, Gregory Budde, and Ann
Thompson commented they would like to serve another term. Harry Offutt
commented his current term would be his last term.
ii. Siera Feketa reviewed the election procedures if someone wanted to run against
Matt Harrelson commenting they could hold the election electronically through
Microsoft. Siera reviewed the process to hold an electronic election.

The Board approved holding the election electronically, if needed. upon motion by Ann Thompson
and second by David Farguharson: motion carried 5-0.

VIII.

Old Business - None.

IX.

Staff Reports, Discussion and Action
a. Foster & Foster, Siera Feketa, Plan Administrator
i. Update on Ordinance 2020-27
1. Siera Feketa commented Ordinance 2020-27 passed second reading on
December 15, 2020 and was sent to the State on January 5, 2021.
ii. Educational opportunities
1. Siera Feketa reviewed the upcoming FPPTA educational opportunities.
iii. Siera Feketa gave a brief update on the member portal commenting it was in the
final stages of review and should go live before the next meeting .

X.

Trustee Reports, Discussion, and Action - None.

XI.

Public Comments - None.

XII.

Adjournment- The meeting was adjourned at 3:50PM.

XIII.

Next Meeting - The next regular meeting is scheduled May 19, 2021, at 1:30PM.

Date Approved by the Pension Board:

