
 

Lower Saucon Township 

Pension Advisory Committee Meeting 

Meeting Minutes                                                                                                 September 12, 2018 

 

Roll Call:  Present –Jeff Herb, Morgan Stanley, Joe Scott, PSAB, Doug Werley, Thomas Anderson 

Assoc., Molly Bender, Priscilla deLeon, Council Liaison (via Phone), Leslie Huhn, Township Manager, 

Cathy Gorman, Director of Finance  11:06  

 

Absent: Chris Leidy, Lou Mahlman and Mary Curtin  

 

1)  Jeff Herb – Morgan Stanley  

  

Referring to the packet provided; as of the end of July, August numbers not in yet, market continues 

to do well.  The beginning of the year the equities market was trading sideways with minimal 

returns.  At the end of June the stock market was up 2.6%.  Market is grappling with rising interest 

rates, rising inflation expectations, rising fuel prices, increasing value of the dollar and potential 

trade wars.  We are in a late cycle for a market and economic stand point. At the end of July we saw 

a strong rally in the domestic equities market due to strong corporate earnings and strong economic 

data. We are at a 9.94% YTD in the S&P and the stock market.  International stocks down 2.28% 

YTD which was the worst place to be.  The trade issues are impacting the international stocks and 

the increase in the dollar.  We are in a growth dominated market, growth dominated companies are 

doing better than value oriented companies.  As for bonds and fixed income; the Federal 

Government raised interest rates in March, June and anticipated in September and will not be 

surprised to see one in December.   As the interest rates rise, the bond markets will lower.   We will 

see negative returns in fixed income investments. The overall bond market is down 98 basis points 

YTD. The intermediate bonds down 36 basis points. The best place to be is short term cash 

investments.  The broad sector return; technology and consumer discretionary stocks are up 17%.  A 

lot is driven by Amazon.  If you get out of Technology, Healthcare and consumer, the other sectors 

of the market have minimal or negative returns.  This has been the longest economic recovery since 

World War II and it has been the weakest.  It has been one of the longest bull markets since the 

1990’s.  No indications today of a pending recession.  The risk will start to rise in second half of 

2019 and early 2020.  The Fed is tightening to slow the growth of the economy.  Inflation is 

increasing.  We are at 2 – 2 ½%.  But we are finally seeing wages increasing which has been 

nonexistent.  Labor market is at historical lows.  We are seeing labor shortages as construction jobs 

are opening in certain parts of the county.  Credit is strong but the leverage on the corporate balance 

sheets is a potential issue. Manufacturing and corporate earnings are increasing.  Housing markets 

are increasing although the interest rates are rising.  Historically though we are well below average 

in interest rates.   As of July we are up 2.71% in the MRT estimated return at the end of August is in 

the 4% range and we are coming off a strong year last year at 14%.  No changes in our asset 

allocation; 283.7 million in assets, 62.89% in equity, 32.22% in fixed income, 4.4% in real estate, 

and a small cash allocation.  The only change they are predicting the in the next couple of weeks is 

increasing the core real estate to 7% which would come from the gains in the domestic equity.  We 

are diversified in large and core growth equities. The MRT stives for consistent returns and reduced 

volatility; providing for down side protection. We are definitely due for a pullback in domestic 

equity. The goal of the Real Estate allocation is to provide high income as they have a potential of 

5% growth, stability of principal; the valuations do not change and a hedge against inflation and 

high interest rates.  No changes in Managers have been done or are expected.  The next meeting 

with the trustees is in October and the discussion will be the expected returns.  

 

Cathy asked if our 6.5% rate of return is a correct assumption.  Jeff said double digits are going to 

be hard to come by but our interest rate assumption is pretty conservative.   
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Doug Werley said we are one of the lowest he has seen in the interest rate assumption projections.  

He noted that this is for the long term and not volatile as as the market.  Doug presented the three 

COLA increases; David Roxberry’s and Guy Lesser’s in October and Ronald Jacoby’s increase in 

November.  Doug said last year we hit 14% last year but our internal rate of return is which takes 

into consideration cash flow, payments and the MMO.  We won’t get all the up market movement.  

We still earned 13.1% for uniform and 13% for the non-uniform overall YTD we are at 3 to 3 1/2 % 

gain. Technically we would only need to hit that 13% mark every two years.  If we do not have 

much changes for the rest of the year we will be looking at some investment gains going into the 

2019 Act 205 report. So in 2020 and 2021 we should see our MMO’s get a little bit better.  Looking 

at your history your distressed level has lowered over the years where we were within the 10% 

funding status.  Doug presented the spreadsheet with the MMO calculation comparison from what is 

proposed to last year.  We still don’t know what the State Aid is.   This sheet is the best guess we 

have for 2018.  The Police MMO for 2018 is $397,555.00 and the Non Uniform is $166,018.00.  If 

you look at 2019 it is not much different and that is how it should be.  We estimate state aid as being 

what it was last year and estimated less certified employees.  Police went down slightly and Non 

Uniform went up slightly due to payroll.  Our payroll estimates are slightly higher than actuals.   

The good thing about that is that you are funding the plan properly.  Putting a little more in is going 

to do nothing but help the plan. If you look at your normal costs and the value of a State Aid unit, 

the unit value would need to increase another $1,000.00 to get to the point where the State Aid 

would need to be reduced.  By doing this you are one of the few municipalities that is doing the 

right thing.  Another thing is you went from level 0 to level 1 distressed.  We may be entitled to a 

25% amortization reduction but we do not even want to offer that, because that is the exact opposite 

of what we are doing here. By lowering the interest assumptions, the Township is funding these 

plans properly by mandating a higher MMO, and not pushing the expense to the future.  The options 

to amortize shortfalls as permitted by Act 44 back in 2009 are when there was a market calamity 

and not for you to be able to lessen your funding requirements for the next 10 years.  It is just bad 

policy.   He is optimistic that the MMO’s will be better after the next valuation.   

 

Priscilla asked if he could put together a synopsis in a report for Cathy to to present to Council.  The 

MMO’s are the same and she would like a look back and forward document to refer to for new 

Council members.  Doug will provide a memorandum for Cathy to make sure Council has for 

discussion. 

 

2) Financial Reports 

 

Cathy said year to date the Township has paid $14,017.85 into the Non Uniform plan and 

$36,955.89 into the Uniform Plan for the reimbursement of Administration fees.  Going into the 

2019 Budget we will need to increase the amount expected to be expended due to our 2019 Act 205 

Valuations.  

 

3) 2019 MMO 

 

We went over earlier however for the record, the Uniformed MMO is $396,545.00 and the Non 

Uniform MMO is $166,852.00.  These will be ratified by Council at the next Council meeting, 

Leslie will sign off as the CAO and it will be incorporated in the 2019 Budget.   

  

4) State Determination of Distress report 

 

We did receive a level 1 distress report from the State as we discussed before.  The actuary said 

these remedies were voluntary and we do not want to do it so there was nothing to submit.  Doug 

said Brian Bowers from the State said if there is no change then there is nothing to submit.  
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5) Retirement – D. Koehler   

 

We did receive official notice from Dennis Koehler of his intent to retire effective January 3, 2019.   

At that time we will prepare his paperwork for signature.  At the March meeting we will bring back 

his decision as to what option he elected. He is in the Non Uniform Plan.  

 

6) COLAS -  Guy Lesser is entitled to a 2.9% increase bringing him up to $4,319.00 and is at 2.9% of 

the 30% maximum.  David Roxberry is entitled to a 2.9% increase bring him up to $3,362.09 and is 

at 4.7% of his 30% maximum as of October 1
st
. Ron Jacoby is entitled to a 3.1% cola increase 

bringing him up to $2,100.30 effective November 1
st
.  He will be up to 16.7% of his 30% 

maximum.  These will be submitted to Mr. Werley authorize the payment changes.   

 

7) Settlements -   None 

 

8) Minutes –  

 

Approved the June minutes for posting on website. 

 

 Next meeting December 12
th
 at 11:00 AM 

 

 Adjournment – 11:42 AM 

 

 

 

 

 

    

 

 

 


