MINUTES
PENSION REVIEW COMMITTEE
Tuesday, February 15, 2022
Room 113, Bill Luxford Studio, County-City Building
Present: David Derbin, Chief Administrative Officer; Scott Gaines, Chief Deputy Assessor/Register of
Deeds; Eric Synowicki, Deputy County Attorney; Joe Nigro, Public Defender; Dennis Meyer, Budget and
Fiscal Officer; Robert Holbrook, FOP 32; Rick DeBoer, AFSCME; Kevin Nelson, County Clerk Accounting
Operations Manager; Kerry Eagan, Retired County Employee and Current Plan Participant; and Kerin
Peterson, Facilities and Properties Director.
Other Participants: Julie Klassen, Prudential Vice President, Key Accounts; Robb Craddock, Prudential
Vice President, Investment Strategy; Frank Picarelli, Segal Marco, Senior Vice President; Barton Jefferys,
Prudential Director, Retirement Counseling; Kellie Lanko, Prudential Vice President, Information
Security; Lillian Smith, Prudential, Senior Retirement Benefit Specialist.
Absent: Sean Flowerday, County Commissioner.
Derbin called the meeting to order at 2:34 p.m.
1.

Roll Call

Derbin asked for a Roll Call. All were present except Flowerday.
2.

Approval of Pension Review Committee Meeting Minutes for September 28, 2021

MOTION
Eagan moved and Meyer seconded approval of the Pension Review Committee meeting minutes for
September 28, 2021. DeBoer, Derbin, Eagan, Holbrook, Meyer, Nelson, Nigro, Peterson, and Synowicki
voted yes. Gaines abstained. The motion passed 9-0-1.
3.
Fourth Quarter 2021 Investment Review (401(a) and 457(b) Plans.)
A copy of Prudential’s Lancaster County Plan Review as of December 31, 2021, is included with these
minutes as Exhibit A. Craddock began his presentation by stating the investment lineup looks good right
now. There are 18 funds in the plan that are open and doing good. 4 funds are not meeting criteria.
Economic Review
Looking at the Economic Review on page 26 of the Plan Summary, economic data is strong at the end of
the year. Covid is still disrupting everything. Labor participation is historically low while job openings are
historically high in the U.S. The biggest news around the world continues to be the supply chain
problems. These issues are projected to improve in 2022. Because the Plan Summary goes only through
the end of 2021, it does not address the Russia/Ukraine border dispute and its disruption to the stock
market.

Financial Market Returns
Looking at page 27 of the Plan Summary, the S&P 500 Index was up 11% in the fourth quarter, bringing
its full year return up to almost 29%. Large caps did better than mid and small. International stocks had
a strong year at about 11.25% but could not keep pace with US investments. The Bloomberg U.S
Aggregate Bond Index shows in the fourth quarter bonds were basically flat, but for the full year, they
had a -1.5% return. As yields rose, it drove prices down, and fixed income had a negative return last
year. Emerging Markets were in negative territory. Much of that is due to the uncertainty in the Chinese
Stock Market, some major real estate companies had trouble paying their bonds and it drove the
Chinese Stock Market into negative returns.
US Markets
On page 28 of the Plan Summary, noted are fourth quarter returns as well as the 1-, 3-, and 5-year
returns. In the fourth quarter large growth dominated again. However, in the mid-caps and small-caps,
value outperformed growth. This is because in the fourth quarter a handful of large technology
companies drove returns for the rest of the market. With very strong double digit returns in just about
every box, 2021 was a particularly strong year. In the 1-year returns value dominated growth on midand small-caps. But in all other time periods, growth outperformed value, a trend that has been in place
for a long time.
S&P 500 Sector Performance
Turning to page 29 of the Plan Summary, everything in the fourth quarter was in positive territory with
the lone exception of Telecomm, which was down one basis point. In 2021 everything was positive.
Energy stocks were up over 50% for the year, the price for a barrel of oil now is around $93, which is a
rebound from 2 years ago. The Information Technology sector is up almost 17% in the fourth quarter
and up almost 34.5% for the year. Note: 29.17% of the S&P 500 is made up of just the Information
Technology sector. This is an unusual overweight of one sector.
International Index Returns
Looking at page 30 of the Plan Summary, the International Index Returns had a solid year, although not
quite as good as the U.S. The Emerging Markets Index was the worst of the equity markets around the
world. The Chinese Stock Market which makes up about 20% of the Emerging Markets Index had much
to do with that. The United Kingdom Net Dividend Index was up about 5% in the fourth quarter. The
bank of England raised interest rates in December and again a couple weeks ago. The U.S. has indicated
they are going to start raising interest rates next month.
Fixed Income Market
On page 31 of the Plan Summary, the Bloomberg U.S. Aggregate Bond Index has been in negative
territory for the full year. Only 2 places in the Fixed Income world had positive returns. The TIPS sector
was up 2.4% and that was driven by fear of inflation. TIPS is the Treasury bond directly tied to the
inflation index to protect investors from rising inflation. Also, the High Yield Index did very well in 2021
again. High Yield has been the best place to be in the Fixed Income Market simply because it is more tied
to the small caps equity world than it is to anything bond related.

U.S. Treasury Yield Curve
Finally on page 32 of the Plan Summary, quite a bit of movement than seen in the past few quarters. At
the end of 2020 we saw a flat yield curve anchored at 0% interest rate. Today we remain anchored
around the 0% interest rate for short term, but interest rates have raised significantly beyond that, and
the yield curve continues to get steeper. A quarter ago in September, we started to see a spike up of
about 50-75 basis points. In the fourth quarter on the short end of the curve interest rates rose another
50 basis points in anticipation that the Fed was going to have to raise interest rates sooner than they
had let on in 2021.
Executive Summary
Pages 35-38 of the Plan Summary show a breakdown of the 18 investment funds as well as the old
frozen IncomeFlex funds. The only IncomeFlex fund that is open to new investors is the Target Balanced
Fund.
At the bottom of page 36 of the Plan Summary, the plan ended with just under $200,000,000 spread out
over the investments. As of last night’s close, the plan assets were down to just over $186,000,000
because of the market tumble so far in 2022. Every investment in the plan, except for 2, had negative
returns so far in 2022. Market high point was reached at the end of 2021. Of the 18 open funds in the
plan, 14 of them are meeting Prudential’s Investment Fund Criteria. As we look at the Percentile Ranks,
Craddock reminded everyone that 1st percentile is the best and 100th percentile is the worst. Assets in
the plan are very well diversified. The biggest fund is the Stable Value Fund, as it has been for a long
time.
Skipping to page 47 of the Plan Summary to look at the Intermediate Bond. It was off to a tough start in
2021 and is still in the 3rd quartile for category, in the 66th percentile.
Fund Performance
The following funds were identified as not meeting performance criteria:
1. American Funds Fundamental Investors Class R-5E (on watchlist as of September 7, 2021)
2. Eaton Vance Atlanta Capital SMID-Cap Fund Class R6 (on watchlist as of September 7, 2021)
3. American Funds Capital World Growth R-5E; and
4. American Funds EuroPacific Growth Fund
1. American Funds Fundamental Investors Class R-5E
On page 57 of the Plan Summary, American Funds Fundamental Investors, and a passively managed
fund on page 58: Vanguard 500. Craddock stated he and Picarelli talked about possibly consolidating
these two funds to streamline the investment lineup. American Funds Fundamental is falling into the
fourth quartile. They lag versus the Russell 1000 Index, the S&P 500 Index, and versus their peer groups.
He noted they are undergoing a lot of personnel changes. Picarelli and Craddock talked about how this
fund has exposure to emerging markets and international markets which has been impacting
performance. They can invest up to 35% of their portfolio in non-US stocks. Right now, international

stocks are about 20% of their portfolio. They are making attempts to get things back on track but had a
bad year. For an actively managed fund, it is relatively inexpensive.
Picarelli added that based on policy, when a fund falls below the benchmark in the 3- to 5-year category
it would be labeled as a watchlist fund for performance.
Derbin replied to Picarelli to let him know this fund was put on the watchlist in September 2021 and
asked if there are criteria for how long we keep them on the watchlist.
Picarelli responded they look at it for no more than four consecutive quarters after that period they
would do a deep dive on the fund. One solution for this fund would be to transition to the index fund
and get it indexing at 4 basis points.
Eagan replied he would like to discuss all four of the lowest performing funds before deciding on this
matter.
2. Eaton Vance Atlanta Capital SMID-Fund Class R6
Turning to page 62 in the Plan Summary, the Mid Cap – Growth category has always had two different
options: Eaton Vance Atlanta Capital SMID-Fund and on page 63, Mid Cap Growth / Westfield Capital
Fund. In the last couple of years, we have seen underperformance from Eaton Vance on the longer-term
numbers. However, Eaton Vance Atlanta Capital SMID had a great year in 2021. Their index is up 12.73%
and they beat it by almost 10% last year. Their one-year return is in the 12th percentile; however, their 3, 5-, and 10-year lag significantly.
Picarelli noted it was watchlist, but the current numbers are doing so well that it is hard to take any
action. The tracking is also tough since it has small and mid-caps.
3. American Funds Capital World Growth Class R-5E
Jumping ahead to page 67 in the Plan Summary, the third fund not meeting ideal criteria is the American
Funds Capital World Growth and Income Fund. Very similar to the other ones with portfolio manager
departures. Performance has not been there in the past few years. 20 years ago, the team had a
fantastic track record in place, and because of that it attracted a huge amount of money. Since 2012,
this fund has not been in the top quartile in any calendar year. Global is a category that is typically half
in US and half in international stocks, which is uncommon for retirement. Craddock stated he and
Picarelli have talked about this being another fund that may not need to be replaced if it was eliminated.
Picarelli and Klassen talked briefly about the American funds paying revenue share to the extent that we
might eliminate some of them and move to zero revenue sharing.
4. American Funds EuroPacific Growth Fund Class R-5E

Craddock stated we have two international equity funds: the first is on page 68, Vanguard Index Fund,
and the second is on page 69, American Funds EuroPacific Growth Fund. As emerging markets came
down, EuroPac had a very bad year in 2021 and EuroPac started looking worse. EuroPac is the biggest
fund in the international category. It has significant exposure to emerging markets.
Holbrook asked about BlackRock. Craddock stated BlackRock has been in the third quartile off and on for
a long time as well, they could very easily be on the watchlist; however, looking at page 66, the 3- and 5year are beating the Russell 200 Growth Index and that is why they are not in the final four.
Eagan wanted to go back over the possibility of eliminating the American Fund Fundamental Investors
fund and moving the assets to Vanguard. He stated this has been a conversation for years and wants to
make this move today noting the expense ratios on American being .43 and Vanguard being .04.
Derbin stated we are getting closer to fee leveling and would like to give that a chance before
consolidating these two funds. Eagan agreed to putting the other two on the watchlist and discussing
this later.
MOTION
It was moved by Nelson and seconded by Gaines to move the American Funds Capital World Growth and
Income Fund Class R-5E and American Funds EuroPacific Growth Fund Class R-5E to the watchlist. The
motion passed 10-0.
Plan Statistics
Klassen provided remarks about Prudential Retirement announcing a definitive agreement with
Empower Retirement for Empower to acquire Prudential’s full-service retirement business. Empower is
the second largest provider of retirement plan services, based upon participant records, with currently
over 12 million participants on their record keeping platform and $1 trillion of assets under
management. The transaction is expected to close April 1, 2022. Prudential believes Empower is a good
fit and there is tremendous alignment in the cultural philosophies and commitments of the businesses.

401(a) Plan and 457(b) Plan
Jefferys stated there is an accepted verbal offer to fill the position formerly held by Crystal Vacura, with
a tentative start date of March 14, 2022. In the interim, Lillian Smith has been working with participants.
Looking at page 203 and 204 of the Plan Summary, Quarter 3 had a great turn out with individuals as
well as groups. He stated that quarter four was lower with the holiday season, people taking PTO,
meetings slowing down, and Crystal transitioning out in early December.
Smith added it has been going great, she has had a mix of new employees, existing employees, and even
some retirees. She noted Paula Lueders has been fantastic about sending employees to her.
Cyber Security

Flipping to page 210 of the Plan Summary, Lanko stated all their programs are reviewed and updated
annually depending on the current threats to the industry. They conduct regular internal and external
audits. Network is monitored 24x7x365 through the Centralized Security Operations Center. They
continuously look for anomalies. They have internal phishing tests; if an employee fails it is sent to their
supervisor. Their number of fails has remained very low. Suspicious calls are flagged and scored, if it is
red it is denied, if it is green or orange it will be sent to a trained call center employee who will
investigate further. She also stated multi-factor authentication will soon be required. If somehow the
accounts are impacted by fraud, they have fraud loss protection, and the account will remain at 100%.
4.

Adjournment

MOTION
It was moved by Eagan and seconded by Holbrook to adjourn the meeting. The motion passed
unanimously.
There being no further business the meeting was concluded at 3:55 p.m.
Submitted by Saige Walker, Administrative Secretary to the Lancaster County Board
Exhibit A

