STATE POST-RETIREMENT BENEFITS TRUST FUND AND THE
ELECTED OFFICIAL POST-RETIREMENT BENEFITS TRUST FUND
BOARD OF TRUSTEES
June 17, 2013
10:00 A.M.

Pending Minutes

Meeting Location: 350 N State Street STE C180

Board Members Attending:  Richard Ellis, Juliette Tennert, and John Reidhead.

Others Attending: Thom Roberts, Marcie Handy, Darin Janzen, Mark Knowlden, David Damschen, and Allen Rollo.

Joining via Conference Call:  Bob Russell-Hay Group.

Mr. Ellis called the meeting to order and recognized Ms. Juliette Tennert as the designee for the Governor’s Office of Management and Budget.

The first agenda item called for the approval of the minutes from the October 30, 2012 meeting.  A motion was made by Mr. Reidhead to approve the minutes, Ms. Tennert seconded.  The motion to approve the minutes passed unanimously.

Mr. Janzen reviewed the OPEB Statement of Changes in Net Assets for the period ending May 31, 2013 and noted that employer contributions totaled $32.9 million, investment income generated $21.4 million,  and that expenditures for retiree health care premiums totaled $27.4 million, resulting in a $26.9 million increase in net assets, which totaled $169.9 million at year-end.  The net assets consisted of $0.2 million in cash, investment in the Public Treasurer’s Investment Fund (PTIF) of $10.2 million and stock and bond mutual fund holdings of $167.6 million, less vouchers payable of $8.1 million.

The pro forma OPEB Statement of Changes in Net Assets for the period ending June 30, 2013 projected employer contributions of $37.3 million based upon the current labor additive rate, investment income of $21.4 million, expenditures for retiree health care premiums of $27.4 million after the final PEHP billing, resulting in a $31.3 million increase in net assets, which totaled $174.3 million at year-end.  Mr. Janzen noted that expenditures had decreased by approximately 10% from the prior fiscal year.

Mr. Janzen then presented a comparison of the amounts of employer contributions relative to the Actuarial Required Contribution (ARC).  The ARC based on the December 31, 2010 actuarial study amounted to $37.6 million compared to projected contributions of $37.3 million.  The General Fund, Education, and Transportation OPEB trusts were projected to have shortfalls of $367 thousand, $1 thousand  and $32 thousand respectively, while the Public Safety OPEB trust was projected to have a surplus of $92 thousand.  The shortfalls will be addressed by transfers from the related termination pools.

Mr. Janzen reviewed the proposed fiscal year 2014 OPEB Trust Fund budget, which included $37.6 million of projected employer contributions, projected investment income of $10.0 million, projected retiree health care premium expenditures of $29.0 million, resulting in a change in projected net assets of $18.6 million. 

Mr. Janzen next presented financial information for the Elected Officials OPEB Trust Fund for the period ending May 31, 2013 and noted that $2 million was appropriated to the trust, investment income amounted to $.2 million, while the expenditures for health care premiums amounted to $.3 million, resulting in an increase in net assets of $1.9 million.  Net assets as of May 31, 2013 amounted to $5.1 million, consisting of $157 thousand in the PTIF and $4.9 in investments at Vanguard.  The only change shown in the proforma for June 30, 2013 is the addition of $320 in interest income.

Mr. Janzen reviewed the proposed fiscal year 2014 budget for the Elected Officials OPEB Trust Fund and noted that the legislature had already appropriated $2.0 million for deposit into the trust fund. Investment income was projected to total $0.3 million, with expenses estimated to be $0.3 million, resulting in a projected change in net assets of $2.0 million.  Mr. Reidhead made a motion to adopt the budgets presented for the OPEB Trust Fund and the Elected Officials OPEB Trust Fund as shown on pages 9 and 16 of the handout, with Ms. Tennert seconding the motion.  The motion to adopt the budgets passed unanimously.

[bookmark: _GoBack]Mr. Bob Russell from the Hay Group reviewed the key elements of the Employees’ OPEB Plan and the Elected Officials’ OPEB Plan for December 31, 2012 and noted that total number of active employees had decreased by approximately one thousand employees from the previous study two years ago, compared to the significant decline of over 8,000 active employees between the 2008 and 2010 actuarial valuation.  Mr. Russell  commented that the discount rates used in the last actuarial study, 4.5% and 4.0%, respectively, for the Employees’ OPEB Trust Fund and the Elected Officials’ OPEB Trust Fund, seemed reasonable, but may need to be reevaluated based upon changes to the plans’ funding levels and the actual investment results.

Mr. Russell reviewed the health care trend rates and noted that nationally, medical inflation has slowed slightly, and suggested that the Board may want to consider reducing the rate to 8.5% from the 9.5% used in the actuarial valuation for pre-Medicare age retirees, although the ultimate rate of 4.5% for 2019 and after would be left intact.  Mr. Russell suggested that Board should consider increasing the post-Medicare retiree trend rate to 8.5% from the 7.5% used in the last study, with a 4.5% ultimate rate in 2019 and beyond.

Mr. Russell discussed the amortization period and noted that the minimum period is 10 years and the maximum period is 30 years.  The amortization period can be open (wherein the liability is continually re-amortized over the selected amortization period) or closed (wherein the amortization period declines by one in each successive year).  Mr. Russell noted that most unfunded plans use an open amortization, while plans funded by an irrevocable trust are likely to use a closed amortization schedule. The amortization periods used in the last actuarial study were 25 years (open) and 30 years (open) for the Employees’ OPEB plan and Elected Officials’ OPEB plan, respectively.

Finally, Mr. Russell reviewed some of the other key information used in developing the actuarial valuation, including mortality tables, turnover rates, per capita claims cost by age group, and actuarial cost method.   Mr. Russell indicated that the most commonly used actuarial cost method is the “projected unit credit method”, but future financial reporting standards may require use of the “entry age normal method”.  Mr. Russell noted that GASB has adopted new reporting requirements for defined benefit pension plans and was in the process of evaluating issues related to OPEB accounting.

There were no other items of business, so the meeting was adjourned by Mr. Ellis.
