TOWN OF STONINGTON
RETIREMENT BOARD
May 1, 2012

The Stonington Retirement Board held a regular meeting on this date at 9:00 a.m., at the Stonington
Public Schools Administration Building. Board members present were: Maryanna Stevens,
Chairman; John O’Brien and Judy Samokar, Absent were June Strunk and Frank Todisco, Also
present were Cheryl Morgan, SVP, Sr. Retirement Relationship Manager Institutional & Retirement
Benefit Solutions, Bank of America Merrill Lynch; Han Yik, Senior Portfolio Strategist, Bank of
America Institutional Advisory Solutions —~ Investments; and Evan Wollacott, Jr. from Hooker &
Holcombe, Inc.

The meeting was called to order at 9:05 a.m.

Analysis of Alternative Plans:

Mr. Wollacott briefly reviewed an Income Replacement Ratios analysis that he presented to the
Board on February 14, 2012. The analysis compared the current defined benefit plan (DB) with a
proposed defined contribution plan (DC). It was based on both the July 1, 2010 and July 1, 2011
Valuations using various assumptions, plan provisions and Social Security data.

Mr. Wollacott then reviewed two reports dated April 25, 2012 that he prepared for the Board. Both
analyses were done using the 1.75% current plan benefit for contributory employees and used Age
at Hire and Age at 07/01/2011 as identifiers. The first analysis entitled “Income Replacement
Ratios” projected pension benefits to age 65 and compared those benefits to the projected final pay.
The Exhibit attached to his report showed the income replacement ratio for each employee in the
DB plan. The total average income replacement ratio for the DB Plan equaled 83%.

The second analysis, entitled “Income Replacement Ratios - Defined Contribution (DC)”,
calculated income replacement ratios for a proposed DC pension program. The calculations were
based on closing the DB plan at 07/01/2011 for all employees and moving to a DC plan. The
analysis projected pension benefits to age 65 and compared those benefits to the projected final pay.
The Exhibit attached to his report showed the income replacement ratio for each participant. The
total average income replacement ratio for the proposed DC plan equaled 70%.

Some discussion ensued regarding retention of the DB plan for current employees, offering a DC
plan to new employees but allowing employees currently in the DB plan to elect to transfer their
accrued benefit into the DC plan. Ms. Stevens confirmed with Mr. Wollacott that the DC Plan can
be wrapped into the current DB plan until the assets of the new plan are large enough to break out,
It was noted that the Town would get the DC plan forfeitures when non-vested employees
terminated. Mr. Wollacott noted that the Town couid create a graded plan based on years of service,
i.e. 0-4 years, 4% Town contribution; 5-10 years, 5% contribution; 10 years +, 6% contribution.

Mr, Wollacott indicated that the Town could set up a 401A plan pre-tax, since the Board of
Education currently offers a 457 and 403b and the Town currently offers an optional 457 plan,

Review of Fund Performance:
The Board was given the quarterly Investment Portfolio Review, ending March 31, 2012, prepared
by Bank of America/Merrifl Lynch. The report is on file in Administrative Services.
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Mr. Yik reviewed the Portfolio’s Investment Strategy Overview located in the report, which
included Portfolio and asset allocation and macro strategy. He also reviewed equity market
performance, fixed income market performance and portfolio positioning. Attached is the
Investment Strategy Overview portion of the report that Mr. Yik reviewed.

Mr. Yik reviewed the investment performance as of 03/31/2012. The market value of the portfolio
as of 03/31/2012 was $21,893,704. The portfolio outperformed the benchmark for the 1 year, 2
year, and § year period. The portfolio underperformed the benchmark for the 3 months and 3 year
period, Attached is the Investment Performance portion of the report that Mr, Yik reviewed.

Mr. Yik indicated that the portfolio remains overweight in cash as some equity risk is removed. Ina
market downturn, the cash could then be used to reallocate and rebalance the portfolio.

Mr., O’Brien asked Mr. Yik if he expected a double dip recession. Mr. Yik stated that the odds are
slim between now and the election, since Congress is gridlocked and won’t pass any substantial
legislation,

Old Business:

a. Discussion of Due Diligence Review:

It was the consensus of the Board to table the discussion until the August 7, 2012 meeting, since
Mr. Todisco and Ms. Strunk were not able to attend this meeting. Ms. Stevens indicated that Mr.
Todisco had raised concern to her that the Board had no fee schedule from other consultants to
compare Fiduciary Investment Advisor’s fees. Ms. Stevens will contact other municipalities to see
if she can get fee quotes from other consultants for comparison,

New Business: None conducted.

Approve February 14, 2012 Minutes:

Mr. O’Brien made a motion to approve the Minutes. Ms. Samokar seconded and it was
unanimously voted.

There being no further business to come before the Board, the meeting was adjourned at 9:55 a.m.
Resgpectfully Submitted,

Ma W

Chairman

sak

attachments
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