Pursuant to the March 12, 2020 Executive Order of the Governor Suspending Certain Provisions of the Open Meeting Law, members of the public can access the meeting only through telephone.  Public access will be available by calling 1-253-215-8782 US Toll-Free; or 1-301-715-8592 US Toll-Free. Meeting ID Number:  950 9540 6822.

Pursuant to a notice duly filed with the Town Clerk’s Office, a meeting of the Concord Retirement Board was held remotely in compliance with the March 12, 2020 Executive Order of the Governor on April 28, 2020 at 8:30 a.m.


		Present:	Peter J. Fulton, Chair, Elected
				Mary M. Barrett, Ex Officio
				Kerry A. Lafleur, Appointed
				Brain J. Whitney, Elected
				Arnold D. Roth, 5th Member, Appointed

		Also Present:	Linda A. Boucher, Retirement Administrator
				Anthony Tranghese, Investment Consultant, FIA
				Julie Snaman, Relationship Manager/Consultant Acadian Asset Management
				Chuck Johnson, Associate Portfolio Manager, V.P., Acadian Asset Management

Chair Peter Fulton opened the meeting at 8:30 a.m.  He recognized that the Board meeting is being held via Zoom Meeting remotely due to the State of Emergency from the coronavirus pandemic.

The Board unanimously approved the March 27, 2020 meeting minutes.

The Board unanimously approved the April 30, 2020 retiree payroll as follows:
Pension	:	$648,455.05			
Annuity:	$163,615.48
Total Payroll:  $812,070.53

The Board unanimously approved the following expenses:
Natalie Lefebvre		Reimb. postage 									$        1.60
Amity Insurance		Invoice #201060106056076 – Renew Fiduciary Ins.				$ 4,214.00
BayState Envelope		Invoice #226424 – election envelopes						$    164.50
Town of Concord			Qtr 1 – FY2020 Reimbursement for Staff Salaries, 
					Benefits and Town Services:
					Staff salaries:					$37,321.14
					Staff benefits:					$  1,795.83
					Medicare Tax:					$     541.16
					Subtotal:					$39,658.13
	
Town Services:
					Treasury:					$   1,408.60	
											$      390.65
	Personnel					$    - 565.11
											$     - 96.64
					Facilities					$   4,960.50
											$         0.00
					Audit:						$  3,000.00
					Postage:					$     175.00
					Subtotal:					$  9,273.00

					Total:						$48,931.13		$48,931.13


Town of Concord		Reimb. tel. chg. Oct – Jan.; tele. maint. Chg Q3FY20				$     110.19
Linda Boucher			One-month subscription Zoom							$       15.93
ADP, Inc.			Invoice #551971025; 555087471						$  4,229.78
Fiduciary Investment Adv.	Invoice #0014182001 – 1st quarter 2020						$17,239.75
Rhumbline			Invoice #g7mconco2020Q1							
				S & P 500 Index:	$1,896.00
				S & P 600 Index:	$  625.00
				Total:			$2,521.00						$  2,521.00
Acadian 			Quarter 1, 2020 – Invoice #i83741						$13,093.00
Thomson Reuters		Invoice No.:  942150851 – Chapter 32 pocket part				$     164.00
Comerica Bank			Custody line item accounting							$  1,657.33
Subtotal:													$92,342.21



The Board unanimously approved the following 3(8)(c) reimbursements:
Boston Retirement System	Barron; Jackson; Keyes; Mcculley; Nee						$ 2,728.34
Essex Regional Ret. System	Craig Lemke									$  3,649.81
Subtotal:													$  6,378.15

Grand total:													$98,720.36														


The Board unanimously approved the following new hires:
Name			Unit		Department		Position		Hire Date		Group
Gregory Marcinek	Town		CMLP			Telecomm Dir.		03/09/2020		1
Royce McGrath		Town		Library			Sup. Child’s Svc.	03/09/2020		1
Todd Bagdasarian	Town		CMLP			Telecomm. Tech	03/30/2020		1
Michael Lenox		Town		CPW			Master Mechanic	03/30/2020		1

The Board unanimously approved the following new retirements:
Name			Unit/Group     	Department		Position 		Retirement Date	Service	
John Bendel		Town/4		Fire			Firefighter/EMT	04/28/2020		34.4167

The Board unanimously approved the following refunds/rollovers:
Name			Unit/Group	Department		Position		Amount		Service	
Brian Morgan		School/1	CPS			Bldg Svc. Worker	$6,466.13		1.3333
To IRS:										$1,616.53
Olivia Durant		Town/1		Library			Staff Librarian		$7,642.30		1.5000
To IRS:										$1,910.58
Sally Elliott		School/1	CCHS			Tutor			$1,680.31		0.7500
To IRS:										$  420.08
Matthew Machemer	Town/1		CPW			Equip. Oper.		$1,992.22		0.4167
Rollover to Amerprise Financial

The Board unanimously approved the following transfers to another system:
Name			Unit/Group	Department		Position		Amount	 	Service	
Sara Murray		School/1	Transportation		Bus Driver		$4,070.53		1.7500
Transferring to Middlesex Retirement

Dominique Andreoli	School/1	CPS			SPED Assist.		$4,015.16		1.5833
Transferring to Middlesex Retirement


The Board respectfully acknowledged the following deaths:
Clifford Buxton – 

Mary Lou Powers - 
ACADIAN INVESTMENT PERFORMANCE REVIEW:
Peter Fulton introduced the Board to the representatives from Acadian International.  Julie Snaman, Relationship Manager/Consultant with Acadian and Chuck Johnson, Associate Portfolio Manager and VP at Acadian Asset Management.  Julie began the presentation.  She noted that both she and Chuck were delighted to be speaking with the Board today.  She provided an overview of the firm noting that Acadian was founded in 1986 and was one of the first firms to recognize the benefits of international diversification.

Julie stated that we are seeing market volatility today that is vastly different then what we saw in 2019.  Markets year-to-date are continually evolving but we are also seeing behavioral errors that could be driving market volatility.  Julie emphasized that Acadian applies a more systematic investment approach based on empirical evidence - making our investing decisions repeatable and transparent

Acadian is a global quantitative investment manager with headquarters in Boston, Massachusetts.  Acadian also has clients and offices located in London, Singapore, Tokyo and Sydney. We have $80 billion in assets under management with $14.4 billion of the total invested in Non-US assets.

On January 21, 2020, Acadian hired a new Director of Global Research, Vladimir Zdorovtsov.  Vladimir was the former managing director of Fundamental Equity and Direct Alternative Units at Goldman Sachs and has held leadership roles at Rosetta Analytics and State Street Global Advisors.  Julie further noted that Acadian had a reduction in staff in the 4th quarter of 2019 but those reductions were unrelated to the coronavirus.  She then turned the floor over to Chuck.

Chuck Johnson, Associate Portfolio Manager and VP at Acadian spoke next.  He noted that markets have been extremely volatile.  We have seen some of the fastest drawdowns since the 1980’s. 

The VIX is a benchmark index specifically designed to track the S & P 500 volatility.  It reached historic levels around 82 in March of this year.  The index has come down to the 40 – 50 range and we are starting to see absolute returns.  The International Monetary Fund predicted that the global economy would contract about 3.0% this year.  However, we are seeing a rebound in April.

Emerging Market strategies are weak.  Capital preservation has gone well and is up about 2.5% on a relative basis in the portfolio.  Risk measures have also held up well in various strategies.  We would expect to see a huge downdraft in the economy, yet, the market is only going down a little bit.  We may be able to contribute this to the stimulus checks and financial help for small businesses as well as central banks and governments lowering their interest rates.  

Having a multi-factor approach to portfolio building has been a nice factor.  We were able to build a portfolio that was cheaper with aggregate portfolio characteristics.

Two exposures within the portfolio have been the headwinds: (1) small cap stocks – which tend to be riskier but have generally outperformed the market and (2) value-style stocks.

Stimulus money is helping to some extent as it is helping to prevent a lot of bankruptcies.  Also, there are some companies that are profiting such as Amazon, Netflix and biochemical companies.

This is a diversified portfolio which is very beneficial during these uncertain times.  We don’t have any over weights or underweights in the portfolio greater than 6.0%.   We did see some outperformance particularly from our exposure in Sweden.  The drivers within Sweden include a company named Swedish Match as well as a number of other food, beverage and tobacco companies.

We also talked about other industry pockets that did really well like Pharma and Health Care and Equipment Services.  Equipment services did better than the health care provider.  We also held a company in New Zealand that helped build respirators.  This is obviously an area that has done well with their stock up over 20%.  We also held a number of software companies within Israel that have done well.  

In terms of allocation effects having an underweight to the UK has worked.  Stock selection was not very beneficial there, however, our underweight within energy companies in the UK has done very well.
Oil prices were down over 60% through March. Then in April, we saw those negative prices so low they were actually paying people to take oil when the futures contracts expired.  Again, very historic period for a number of reasons.

We are seeing positive returns when we look at allocation across industry groups and sectors.  The returns we generated for you were driven by allocation affects across industry groups.  Over weights to health care and equipment services has been beneficial; overweight to Pharma, food, staples, and retailing has also been beneficial. Some areas where we had energy underweight were also beneficial.  On a final note, just to highlight your diversified approach, you can see that there is no large concentration in any one of these segments.

Arnold Roth asked how soon did Acadian get out of the energy sector.  Chuck noted that the portfolio was underweight energy prior to the downturn.  We have been underweight energy for quite some time.  If you think about the reasons why, even before the drawdown in oil prices, a lot of the energy producers and conglomerates really had negative growth and negative momentum leading up to this period. From a valuation point, these stocks have looked really attractive but, our ideal company, is a company.  Not just cheap - but a company that has really good balance sheets based on quality and good earnings, growth and momentum.  Energy companies leading into this point were really not that attractive; so that was beneficial to us even before hand.

Tony asked if the models have lead to any changes in the portfolio in the last six weeks or so with all these dramatic shifts? Chuck replied, “Yes”.  In terms of our group models, our group models have shifted.  We have areas that have become more favorable such has health care, equipment and services, pharma and also some of these more defensive segments like food, staples, and retailing.  So, those have been some of the segments that have looked more attractive. 

We also talked about that shift away from transportation; that’s been an area that has been less attractive so that’s been helpful in that shifting away.  Those are some of the key areas where we are seeing some shifts as well as some shifts in our model.

An internal attribution tool provides us with a view of how the exposures across different factor groups have added or subtracted value in the current environment.

Relative performance over the quarter is .16%.  The drivers of that overall positive performance have been that exposure to quality.  Top-down alphas came from underweight energy and overweight software.  

Also, we shifted more into value factors. While value has not done well over the recent period, value tends to do really well following a massive drawdown like this - when there is more uncertainty in the market.  You can see exposure has leaned in more toward quality as well; driven by the fact that investors seek high quality companies during drawdowns.

At the quarter ended March 31, 2020, markets were down 22.8%.  We are more or less even through the end of the quarter.  Through April 17th, Concord’s performance was 1.3%.  Through yesterday, we added a relative value of 2.5%.  In absolute terms, the portfolio is up 6.7% month-to-date; the benchmark is up 4.2% month-to-date.

As long as countries can successfully open up their economies, we should start to see improvement in the supply chain, we hopefully will see some workforce return to work.  We are hoping for an end of Q2 recovery; possibly a U-shape recovery – which would be great.  If that doesn’t happen, we are thinking maybe 2021 as testing continues to get rolled out.  A vaccine or treatment would have some favorable results and then, maybe we can start to get back to normal and see a rebound of what we just lost in the first quarter of 2020.

Chuck and Julie concluded their presentations and the Board thanked them for their time.
 

ACTUARIAL VALUATION MEETING:
Larry Stone joined the meeting to discuss the actuarial valuation for 1/1/2020.  Peter noted that before we got started on the valuation, he wanted to mention a PERAC Memo that came out yesterday regarding delayed appropriations.  Peter asked Larry if he would also be able to speak to that memo.

Larry noted that he had a meeting with PERAC about a week ago and that he is prepared to talk about the options.  
Larry began his presentation noting that this is a “kick-off” meeting for the 1/1/20 actuarial valuation.  Larry explained that the 1/1/2020 results are used for Fiscal 2022 appropriations, which is a little bit away.  One issue that I can see with delayed contributions in Concord is that contributions have always been due by July 31.  Therefore, the question is, will this be an issue for Concord for Fiscal Year 2021.  In particular, if you cannot hold Town Meeting, than nobody has the authority to pay contributions - unless you make a one-twelfth payment of what the budget was for Fiscal Year 21.

Kerry noted that up until yesterday morning, she was under the impression that Town Meeting was postponed until June 22.   Yet, for the first time, she learned they are considering postponing until September.  That would be a problem because we would not be able to make the full payment on July 1.  

Larry noted that we can make the payments monthly or we could make a different pattern of payments over the course of the year.   Since Concord is well funded, there really is not anything to prevent you from doing that.  If the town wanted to make payments versus a lump sum then the Board would have to consider if they would charge the town interest.  If you pay it at the end of the year, you would be charging the member units 7.0% interest on the delay in the payment, thereby making the payment 7.0% higher.  It could be that you do not charge the full amount of interest.  For the Board, it also becomes a question of what you believe to be your fiduciary responsibility.

One of the disadvantages of delaying appropriations is the impact it will have on your investments.

Although you had a Fiscal 2021 Funding Schedule already approved by PERAC, it does not mean we cannot change it.  

Kerry mentioned that the town does not have any interest in delaying payments or paying interest.  She further noted that if Town Meeting does not happen at the end of June, the town would most likely pay one-twelfth until we have the authority to pay the appropriation and then pay the balance once Town Meeting has taken place.

Larry mentioned that the Funding Schedule for Fiscal 21 has a slightly higher contribution than the prior year so it would be just a little bit more than one-twelfth of what you paid last year.  We could do a different pattern where it is not equal payments each month.  If you could tell me what might work for you in terms of 1/12, we could do a schedule with six monthly payments of one amount and then six monthly payments of a different amount.

Kerry commented that there is no cash flow issue at the Town; it is simply not having the authority to make the payment.

Kerry’s thoughts were to possibly make three monthly payments, July, August and September, and then on October 1st, we would hopefully be in a position to make the other nine payments in one lump sum.  Kerry asked if the Board is going to charge interest, is it possible to roll that interest cost into Fiscal Year 2022 as the current budget does not have an appropriation to pay even one dollar in interest.

Larry noted that we could do something like that as long as PERAC will allow it, or, you could change your current funding schedule thereby lowering the remaining payments.

Contributions are going up each year but you could change the funding schedule to be completely level with the prior years.  That is still and option.  

Peter noted that the Memo from John Parsons dated yesterday talks about this.  Apparently, a great majority of questions PERAC has received deal with waiving interest or appropriation payments made after the scheduled payment date.  This will ultimately be a Board’s decision on how they want to deal with either component.

Brian asked Larry if he could determine the impact to the Board resulting from a delayed Town Meeting, a delayed appropriation payment, and/or a waiver of interest.  Larry noted that he could put some numbers together.

Larry asked if there was a delay in property tax billing.  Kerry noted there was no delay in the due date. Interest and penalties will be waived through June 30.

[bookmark: _GoBack]One of the things about COVID is that we really do not know what is going on with it.  Changes that resulting from COVID may include actuarial gains.  Positive changes could include fewer accidents, less pollution and other positive health benefits that might actually balance out some of the bad outcomes. 

There is a lot of evidence now of disabilities resulting from COVID-19.  Maybe a police officer, firefighter or first responder gets COVID and dies.   People are going to claim that this was a result of a job-related injury.  

In terms of the discount rate, we have used 7.0% in the past.  However, we have had many discussions on lowering the discount rate.  The question is, is that something the Board is interested in?  Arnold stated that the current discount rate is impossible to reach for the next couple of years anyway.  So, how much should we change it to keep the program on track?

Arnold noted that the circumstances are odd in that at the end of 2019, the market was high.  Therefore, we are now in a bad spot.  I cannot imagine that the market will do anything in 2020 or 2021, considering the value at the end of 2019.

Tony Tranghese noted that the assumed rate is the long-term rate of return and not the assumption over the next year or two.  Arnold noted that he does understand that but it still affects the immediate noting that the Board has to be on a path to pay this debt by 2030.  Tony Tranghese also noted that lowering the discount rate makes it easier to build a portfolio that will accomplish that return.  To be realistic though, I suspect a meaningful reduction in the discount rate even a half of percent or more, will result in a burden to the Town in terms of appropriations that the Board would want to consider as well.

Peter asked Larry if he could put a funding schedule together with a 6.5% or 6.0% discount rate.  Larry reminded the Board that the payments resulting from the 1/1/20 valuation do not start until FY 22.  Therefore, we do have a little bit of time to adjust to it.  A discount rate of 6.75% is no problem; it is a question of what the Board’s interest is in terms of doing that.  

Long-term, 6.7% might very well be doable.  However, 6.75% is probably what many investment managers will be looking at in terms of long-term investing.

In terms of long-term models, they are all pretty much lower over the next 5 years and then they will go up higher.  What that increase represents is really a return to the mean.  

Larry noted that he is become more focused on the shorter-term results - particular as Massachusetts systems have become more mature. Systems are spending a lot of their money right now because they have a lot of retirees.  

The Board asked Larry to prepare the 1/1/20 actuarial valuation using a 7.0% discount rate and a 6.75% discount rate.  Larry asked the Board the status of the COLA base increase.  Kerry replied that she felt the Board should continue to move forward with the Warrant Article once a date for Town Meeting has been determined.

Larry completed his presentation and the Board thanked him for his time.

INVESTMENT CONSULTANT REVIEW:
Tony provided a brief review of the portfolio performance noting that the portfolio is down 9.0% for the month year-to-date and has continued to drop precipitously.  Bonds are up 1.6% and have ranked in the 34th percentile.  Equity is down 22.0% for the quarter.  Real Estate held up fairly well. Real estate markets value one-quarter of the assets in the fund each quarter; the fund is down 4.50% for the quarter ended March 31, 2020.

PRIT General Allocation Fund is down 10% for the quarter and the Russell Multi-Asset Fund is down 25% for the quarter.  

Tony suggested that Russell meet with the Board in May as the amount of their underperformance warrants their explanation.

Regarding markets, the S & P Index is up 9.88% for the month.  The market peaked on February 19, 2020.  From February 19 through March 23rd, we saw a really sharp drop in a relatively short period of time.  Markets have rallied substantially with the S & P up 26.89% since the market low.

Markets have gotten ahead of themselves.  The NASDAQ is positive this year, bonds are up 5.0% for the year and absolute return is not necessarily as bad as it looked in March but we are still not out of the woods yet.

Tony concluded his presentation and the Board thanked him for his time.



CASHBOOKS:
January cashbooks were available for review.


POLICY ON PROVISIONAL PAYMENT TO RETIREES/BENEFICIARIES PENDING PERAC APPROVAL:

This purpose of this policy on Provisional Payments to Retirees Pending PERAC Approval is to provide a timely first payment to retirees/beneficiaries who have been approved to receive a retirement allowance, but whose retirement allowance calculations are subject to review and approval by PERAC.

MOTION:

Brian Whitney motioned to approve the Policy on Provisional Payments to retirees/beneficiaries pending PERAC Approval.  Mary Barrett seconded the motion.  Voted unanimously.

PERAC MEMOS:
The Board was notified of the following PERAC Memos:  PERAC Memo #19/2020 – Tobacco Company List; PERAC Memo #20/2020 – Coronavirus Update; and PERAC Memo #21/2020 – Post Retirement Restrictions During the State of Emergency

There being no further business before the Board, it was upon motion made and duly seconded that the meeting adjourned at 10:50 a.m.


															
										Peter J. Fulton, Chair, Elected


															
										Mary M. Barrett, Ex Officio


															
										Kerry A. Lafleur, Appointed


															
										Brian J. Whitney, Elected


															
										Arnold D. Roth, 5th Member, Appointed
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