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
Tuesday, August 31, 2021, at 1:30PM
TRUSTEES PRESENT:

Gregory Budde
Matt Harrelson
Harry Offutt
Ann Thompson
David Farquharson

TRUSTEES ABSENT:

None

OTHERS PRESENT:

Pedro Herrera, Sugarman & Susskind (via Go To)
Cindy Lawson, City Finance Director
Dave West, AndCo Consulting
Karen Russo, Salem Trust
Siera Feketa, Foster & Foster
Drew Ballard, Foster & Foster (via Go To)
Brad Kmetz, Plan Member

I.

Call to Order- The meeting was called to order at 1:30PM by Matt Harrelson.

II.

Roll Call - As reflected above.

Ill.

Public Comments
1. Brad Kmetz commented they were working on Union negotiations and in previous
negotiations they requested the Board look at a Cost-of-Living Adjustment (COLA) and
the cost was too high. Brad commented in negotiations they had been discussing a 13th
check but wanted to know what the cost would be and requested the Board have a cost
study prepared to determine the cost and impact to the Plan. Brad provided a handout of
exactly what they were requesting.

IV.

Approval of Minutes
1. May 19, 2021, quarterly meeting
2. June 14, 2021, portal workshop

The minutes from the May 19, 2021 quarterly meeting and the June 141 2021 portal workshop were
approved, upon motion by Ann Thompson and second by David Farguharson; motion carried 5-0.

i.

V.

Matt Harrelson commented he spoke to Cindy Lawson , and she was not able to
get the financial statements done due to unforeseen circumstances. Matt
commented she needed to be at another meeting, and therefore wanted to move
up item VI 1.1 on the agenda. The Board agreed by consensus to move item VII .1
to the next item on the agenda.

Old Business
1. Update on inclusion of leave accruals in salary
i. Cindy Lawson reviewed past practice of how the leave accruals were included in
credited service. Cindy commented they wou ld payout any eligible portion to the
employees and any excess time above that was included in credited service.

ii.
iii.

iv.

v.

vi.

vii.
viii.

ix.
x.

xi.

xii.

xiii.

Cindy Lawson commented as of recently it was discovered it could not be
converted to credited service time, and the attorney opined that leave accruals
could be used toward salary and Average Final Compensation (AFC).
Cindy Lawson commented the question was if the intent was for them to use all
off the accrued leave toward salary or only the excess above what the payout
was. Cindy commented if they used the true excess the benefit was substantially
higher than it was when it was converted to credited service. Cindy commented
if they took all that was accrued and not just the excess the increase in the
benefit was even more substantial. Cindy reminded the Board this only effected
about thirty people.
Cindy Lawson commented when they talked about the solution, they discussed
having a change in the Ordinance. Cindy commented she had a conversation
with Matt Harrelson, the actuary, and the attorney. Cindy commented everyone
agreed they would need to wait for negotiations, then have an Ordinance and an
Actuarial Impact Statement (AIS) prepared.
Matt Harrelson commented because it was a benefit it must be collectively
bargained. Matt commented they needed to ask the actuary for some different
ideas and scenarios to show what the costs would be for the different scenarios,
so the City and Union were well informed. Matt commented it would be
defensible if they had it negotiated and written into the Ordinance.
Pedro Herrera stated he agreed with all comments that were made commenting
it was a good conversation. Pedro commented the Board was not in the business
of making policy. Pedro commented they should administer the Plan as written in
the Ordinance and he had to make sure the Board complied with their fiduciary
responsibilities. Pedro commented rather than have this Board insert itself into a
collectively bargained issue the best course would be to have the Union and City
negotiate exactly what they wanted. Pedro commented the actuary could run the
numbers when requested by the Board. Pedro commented it was legally
defensible if negotiated.
Drew Ballard commented Cindy Lawson gave a great summary of their
conversation . Drew commented they could help facilitate the decision-making
process with the Union and the City by providing real numbers when requested.
Cindy Lawson requested authorization from the Board to have the actuary
prepare the various costs impacts of different situations and authorization for the
actuary and attorney to act as an advisor to the Union and the City as they
negotiated through this.
Matt Harrelson asked how they would provide their marching orders as there
were several ways they could include the leave in salary.
Drew Ballard and Cindy Lawson discussed the different scenarios, commenting
the scenarios would be the leave hours as of October 1, 2012 with the hourly
rates on that date, the leave hours as of October 1, 2012 at the current hourly
rate, just the excess hours at the current hourly rate, or just the excess hours
using the October 1, 2012 hourly rates.
Matt Harrelson asked if they could include the cost of the 13th check. Cindy
Lawson requested they make it a separate impact statement to make it as cut
and dry as possible.
Matt Harrelson commented if someone retired between now and the Ordinance
being passed, he would like to see them get the benefit added later. Pedro
Herrera commented he agreed and recommended it be discussed in the
negotiations.
Pedro Herrera and Cindy Lawson discussed the negotiations commenting this
would not be negotiated in time for the October 1, 2021 Union contract and they
were going to have to reopen negotiations.

xiv.

Matt Harrelson asked who paid for the cost of the impact statements. Cindy
Lawson commented the Plan should pay for the impact statements since it was a
pension benefit. Pedro Herrera commented it was a reasonable expense and
ultimately the City paid it as they fund the Plan .

The Board authorized the actuary and attorney to work with the City and the Union to have the
actuary prepare any necessary studies for the negotiations, upon motion by Ann Thompson and
second by Dave Farguharson; motion carried 5-0.

xv. Pedro Herrera commented he would be working with the City on this rather than
Ken Harrison and asked if that was acceptable. Matt Harrelson commented
absolutely and thanked Pedro for his help.
xvi. Cindy Lawson apologized for not having the financial statements ready
commenting it had been a busy time and the AndCo report had some of that
information included already.
The Board authorized the actuary to prepare a cost study for a 13th check for the retirees, upon
motion by Gregory Budde and second by Ann Thompson; motion carried 5-0.

xvii.

VI.

Ann Thompson asked if the impact of the leave accruals would impact the cost of
the 13th check. Drew Ballard commented the cost of the 13th check could
change, but they could do a study based on current benefits. Drew commented
he thought they could proceed to give good information for the 131h check.

Reports (Attorney/Consultants)
1. City of Vero Beach , Cindy Lawson, Finance Director
i. Financial statement as of June 30, 2021
a. The financial statements were not presented at the quarterly meeting .

2.

Salem Trust, Karen Russo, Board Custodian
i. Class action report as of June 30, 2021
a. Karen Russo briefly reviewed the class action reports, the claims filed , and
the pending claims.
b. Karen Russo stated they received the State monies and provided the amount
commenting they were deposited into the R&D account.

3. AndCo Consulting, Dave West, Investment Consultant.
i. Quarterly report as of June 30, 2021
a. Dave West reviewed the market environment for the quarter.
b. Dave West asked Drew Ballard to speak to the benefits of the excess return .
Drew gave a brief overview commenting it would likely increase the funding
level by a couple percent. Drew commented they did smooth, so they would
not get all of the benefits right away. Dave and Drew discussed the good
news of the returns.
c. The total fund net returns for the quarter were 5.07%. The 1-, 3-, 5- and 7year trailing total fund net returns were 23.69% , 12.72%, 11.92%, and 9.32%
respectively, comparing to the benchmarks of 24.79%, 12.46%, 11.56%, and
9.23% respectively. Since inception (1/1/1998) the total fund net returns
were 7.59% outperforming the benchmark of 7.28%.
d. The total fund market value for the quarter ending June 30, 2021 was
$54,928,509.
e. Dave West commented while the returns were great, they were not too
happy with the figures as they did underperform the benchmark.
f. Dave West briefly reviewed the returns of the investment managers.

g.

Dave West reviewed the asset allocation commenting he wou ld like to make
a recommendation. Dave recommended taking 5.00% from GHA (Garcia
Hamilton & Associates) Fixed Income and putting those funds in a new
investment, treasury inflation protection index fund. Dave reviewed the index
fund and the reason for his recommendation. Dave reviewed TIPS (treasury
inflated-protected securities) and when they typically performed well. Dave
commented they invested in bonds for the purpose of diversification.
h. Matt Harrelson and Dave West discussed how much 5.00% was.
i. Dave West and the Board discussed possible changes moving forward.
j. Matt Harrelson asked where that would leave GHA. Dave West commented
there would be about 23.00% left in GHA.
k. Matt Harrelson asked if they would be in the fund for the long haul. Dave
West commented that would be his recommendation.
I. Dave Farquharson asked why they would go into this now. Dave West
reviewed the timing with the bond market and the reasons for his
recommendation.
m. Ann Thompson commented it was not adding risk. Dave West commented
they were reducing risk dramatically.
n. The Board discussed the recommendation further.

The Board approved the recommendation of the investment consultant to move 5.00% from GHA
to a protected bond index fund managed by Fidelity, upon motion by Ann Thompson and second
by Gregory Budde; motion carried 5-0.
o.

p.
q.
4.

VII.

Matt Harrelson asked what the funded ratio was. Drew Ballard asked what
the returns were for the fiscal year. Dave West commented they would
probably finish the year with about 17.50%. Drew commented last year they
were at 89.30% and he anticipated it would probably go up a couple percent
to around 91.00%.
Karen Russo commented she would have to check to see if they could hold
the fund and the minimum. Karen confirmed the amount would be about
$2.?M with Dave West.
Pedro Herrera asked if they would need to revise the Investment Policy
Statement (IPS). Dave West commented they did not have to.

Sugarman & Susskind, Pedro Herrera, Attorney
i. Pedro Herrera gave an update on Ken Harrison's medical issues commenting he
would be covering the Plan.
ii. Pedro Herrera reviewed the requirement for trustees to file financial disclosure
forms. Matt Harrelson asked if everyone filed their forms. Siera Feketa
commented she was confident they did, but she would confirm.
iii. Pedro Herrera reviewed the benefit for first responders issued by the Governor
commenting the net amount was $1 ,000. Pedro commented if they thought any
eligible members did not receive the benefit and if they need assistance, he
would be happy to help.
iv. Pedro Herrera reviewed the FPPTA Fall Trustee School that would be held
October 3-6, 2021 in Ponte Vedra, Florida.
v. Pedro Herrera reviewed the Division of Retirement 50th Annual Police Officers'
and Firefighters' Pension Conference that would be held November 3-5, 2021 in
Orlando, Florida.

Consent Agenda
1. Invoices for Ratification
i. Warrant #52, #53, #54, #55 and #56

2.

3.

Invoices for Payment
i. None
Fund Activity Update
i. For period May 13, 2021 through August 24, 2021

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

New Business

a. Discussion of investment return assumption
1. Siera Feketa gave a brief oveNiew commenting the Board asked for this to be
placed on the meeting agenda for discussion. Siera commented the current
investment return assumption was 7.55%.
2. Matt Harrelson commented a lot of plans were decreasing the investment return
assumption. Drew Ballard commented the trend was getting closer to 7 .00% and
the average was about 7.25%. Drew commented the goal was to lower the
investment return assumption over time rather than a significant decrease. Drew
commented they were expecting good returns as discussed and if they lowered
the assumed rate the investment gains may offset the cost increase.
3. Dave West commented he supported any reduction in the investment return
assumption especially if it could be done in a cost neutral manner.
4. The Board discussed how much to lower the investment return assumption by.

The Board agreed to lower the investment return assumption by 10 basis points effective with the
October 11 2021 valuation report, upon motion by Dave Farguharson and second by Ann
Thompson; motion carried 5-0.
b. Proposed 2021-2022 budget
1. Pedro Herrera gave an oveNiew of the requirement to prepare a proposed
budget.
2. Siera Feketa reviewed the expenditure types and budget for each.

The Board approved the proposed 2021-2022 budget as presented, upon motion by Dave
Farguharson and second by Gregory Budde; motion carried 5-0.
c.

Discussion of SunTrust credit card
1. Siera Feketa reviewed the SunTrust credit card and trouble the Board and their
office has had with the card and keeping the credit on the account.
2. Siera Feketa commented they used their own travel reimbursement procedures
and opted to close the credit card account.
3. Matt Harrelson commented the credit card was set up for travel and now they
have an administrator that reimburses rather quickly.
4. Siera Feketa and the Board discussed the travel procedures.
5. Ann Thompson commented the issue was with the tax-exempt form. Matt
Harrelson commented they should still be able to use the tax-exempt form.

The Board agreed to close the SunTrust credit card account, upon motion by Dave Farguharson
and second by Gregory Budde; motion carried 5-0.
d.

Discussion of travel reimbursement
1. Siera Feketa commented they needed to know what rate to use for travel
reimbursement.
2. Matt Harrelson commented he only submits reimbursement for meals not covered.
3. Siera Feketa reviewed how they have handled travel reimbursements for other
Plans.

4. Matt Harrelson recommended reimbursing for meals expensed at the General
Services Administration (GSA) rates. The Board agreed by consensus to
reimburse only for meals expensed at the GSA rates. Matt commented he only
requests mileage when he doesn't take a City vehicle.
5. Pedro Herrera commented he could make a revision to the Operating Rules and
Procedures to include the per diem reimbursement rates and present that at the
next meeting.
IX.

Staff Reports, Discussion and Action
a. Foster & Foster, Siera Feketa, Plan Administrator
e. Update on State monies
1. Siera Feketa commented this was covered earlier in the meeting.
i. Educational opportunities
1. Siera Feketa commented this was covered earlier in the meeting.

X.

Trustee Reports, Discussion, and Action
a. Ann Thompson commented they were still planning on holding the FPPT A Fall Trustee
School in person . Pedro Herrera asked if the cost was different if it switched to virtual. Ann
commented she was not sure.

XI.

Public Comments - None.

XII.

Adjournment - The meeting was adjourned at 3:06PM .

XIII.

Next Meeting - The next regular meeting is scheduled November 17, 2021, at 1:30PM.

Date Approved by the Pension Board:

