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Police and Fire Pension Board 

of the City of Sault Ste. Marie 

3:30 p.m. Tuesday, January 9, 2018 

Second Floor Conference Room at City Hall 

 

Board Members attendance: 

Mrs. Oshelski – present 

Mr. Boger - present 

Mr. Henderson – present 

Mr. Sheppard – present 

Mrs. Collins – present 

 

Members of the Public attendance: 

Commissioner Liaison Twardy  

City Manager Turner 

 

The meeting was called to order by Mr. Henderson at 3:30 p.m.   

Treasurer’s Report, December 31, 2017 

Schwab Value  $16,106,347 

Comerica Market Value         109,414 

Total Market Value $16,215,761 

 

Mr. Sheppard made motion to accept the Treasurer’s Report and minutes.  There was support by Mrs. 

Oshelski.  The motion carried unanimously. 

 

Matters Presented by the Board 

 

Mr. Brian Green from AndCo, Prospective Investment Advisor Interview 

 

The board welcomed Mr. Green to Sault Ste Marie and thanked him for coming.  Mr. Green 

distributed his presentation booklet customized for the City of SSM Board and said that he had 

been with AndCo for 2.5 years.  He said that AndCo brings depth and breadth of resources and 

there are no competing interests because they just do this one thing with full independence.  As 

evidence of that independence, the only source of revenue is client fees, which Mr. Green said is 

an important point of differentiation between AndCo and other service providers.  This was 

stated in the mission statement of AndCo on page 4 of the booklet, and further evidenced on 

page 5.  Mr. Green also said that new clients are offered a full services guarantee, meaning that 

if the board is not satisfied at any point in the first year they will receive a complete refund of all 

fees.  Turning to page 6, Mr. Green stated that AndCo has 88 employees (one more recently 

added since the flyer was written) and serves 61 plans in Michigan.  The Michigan base has only 

been operational for five years, so this growth has been fast.     

 

AndCo acts as a fiduciary for all of its clients.  They have no products to sell, no licenses, just 

services to clients.  The firm advises on accounts holding $48 billion in assets.  100% of its profits 

have been reinvested in the firm.  AndCo has a 97% client retention rate since inception.  

Turning to page 9, Mr. Green pointed out the diversified resources of the firm (its employees) 

with 30 staff members with advanced degrees, 20 with CFA designation, 6 with the CAIA and 3 
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with a CIPM.  The firm, he said, is small enough to have easy access to research analysts.  60% of 

AndCo clients are in public trusts.  Even though it’s a relatively small firm, AndCo has a national 

presence, and this helps maintain an adequate knowledge base on the Federal legislation or 

GASB.   

 

Mr. Green turned to page 13, where the City’s returns over 1, 3, 5 and 10 years were shown 

next to AndCo public plans and all public plan sponsors.  Had the fund invested with the assets 

allocation and returns of other comparable funds, it would have yielded 3.9% greater returns 

over ten years.  This translates to a dollar amount variance of $2.8 million and an improvement 

in funding ratio of 9.9% over ten years, bringing it up to over 60%. 

 

Mr. Green said that a member of his team is Annie Lopez, who is the Client Solutions Group 

Analyst and whose home base is in Florida.  Some information about Mr. Green and Ms. Lopez 

was noted on page 15, and the research group with its broad variety of expertise was shown on 

the next page. 

 

Mr. Green continued with the common question, “Why is AndCo different?”  One focus that 

AndCo maintains is simplicity.  The board will set its long term investment strategy and wait for 

opportunities.  AndCo provides investment information as compared to peers, public pensions 

within AndCo and on a national basis.  Mr. Green showed the group an example client on page 

20, and its performance report.  The quarterly performance review charts and graphs would be 

explained to show how the fund performed, and also why it performed this way.   

 

Mr. Green turned to page 23, observations of the City’s plan.  The assumed rate of return was 

7.5% and there is an 18 year closed amortization, which he said was aggressive but good.  Mr. 

Green continued to state that payments out to beneficiaries are higher than payments coming 

into the plan as is often the case with a mature plan.  But he pointed out that where this fund is 

different has to do with the net negative cash flow which was around 1.5% per year, as 

compared to many mature plans that have a net negative cash flow of 8% per year.  At just 

1.5%, this fund can afford to take on additional risk.  Net negative cash flow will likely gradually 

increase, but Mr. Green said that as long as City will continue to pay in at that rate, this fund can 

afford to take some risks in the portfolio which will improve the cash flow from earnings.  

Benefit payments and contributions are predictable cash flow, and where we have 

predictability, there is a greater certainty of outcomes.  He would help the board prepare a cash 

flow 

 

Mr. Green turned to page 25, showing the group that less predictable outcomes are in the form 

of market performance.  He asked the group to imagine what happens if we have another major 

market correction, using a 20% loss in market values for example.  For a fund that is only 60% 

funded, it is a decline in funding ratio of 12%.  As compared, a fund which is 100% funded loses 

20% during the same 20% market correction.  So during times of volatility and loss of market 

value, funds with a lower funded ratio have less to lose. 

 

Mr. Green turned to page 26, which showed the City’s portfolio in the upper left, which was just 

copied from the September 30, 2017 report.  At the bottom right is AndCo’s interpretation of 

the asset allocation.  He turned to page 27, which showed how AndCo would suggest the 

portfolio be adjusted with attention to simplicity and concentration.  We would concentrate 

assets to areas with the best opportunities and simplify the rest.  The group turned to page 28, 
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where the categories were compared by the larger divisions, US versus international equities.  

AndCo would not recommend much change here, just moving amounts between subsets.  On 

page 29, AndCo had listed a geographic comparison of current versus AndCo’s suggested asset 

mix, US to international equities, bonds, other and cash.  Mr. Green said that he would 

recommend this fund add some risk with an eye toward downside protection.   

 

Page 30 outlined a fee comparison for the board.  The annual fee would go up from the quoted 

$25,000 to $45,000 if AndCo were to act in a discretionary capacity as is the current 

arrangement with FEG.  Mr. Green summarized his presentation to explain that he would 

answer the question “Why AndCo?” with the following descriptive characteristics about his firm.  

AndCo has extensive expertise in public funds in Michigan, a commitment to full transparency, 

demonstrated success of its clients versus peers.  Mr. Green added that AndCo had 

outperformed on a consistent basis over the long term.  He said that his firm has a local 

presence, and that he is just a 4 hour and 45 minute drive away.  He added that 97% client 

retention rate and money back guarantee for a full year.   

 

When asked about the flat fee, Mr. Green replied that it makes sense to charge a flat fee 

because the same amount of work is there whether your returns are high or not.  Mrs. Collins 

asked if the fee generally goes up after the first 3 years and if so, what would he expect for the 

rate of increase.  Mr. Green answered that it would usually be in line with the rate of inflation, 

an adjustment between 3 and 5 percent, but that it was negotiable.  Mrs. Twardy asked if they 

would request an inflationary increase every year upon renewal, and Mr. Green said this is 

possible.  Mr. Henderson turned to page 18 (sample client assets summary) and compared it to 

page 26 (City’s asset weighting), and then asked about small cap, of which the City currently 

holds none and 7% is shown of this class in the sample.  Mr. Henderson asked Mr. Green to 

explain why small cap is important to us.  Mr. Green referred to the chart on page 24, stating 

that everything over the red line is bringing in a rate higher than our actuarially assumed rate, 

and so those are the classes that deserve more attention.  Specifically, small cap companies 

have the advantage when it comes to recent tax reform, and so they are expected to do well 

over the next few years.  Mr. Henderson moved to page 28 and asked why we should not 

include international small cap in the portfolio.  Mr. Green replied that AndCo finds that clients 

have lower tolerance to the risk of underperformance in the area of international small cap.   

 

Mr. Michaud asked Mr. Green to explain brokerage fees.  Mr. Green replied that the majority is 

in mutual funds right now and there are other funds for which a commission is charged for each 

buy and sell and these also have limited times of day during which transfers are available.  For 

these types of funds, boards might hire an investment manager and ask them to trade it.  Mr. 

Henderson asked if many of AndCo’s clients include iShares in their portfolios and Mr. Green 

replied that they do, and that iShares are used as a transition because it’s highly liquid and has a 

very low transaction cost.   

 

Mrs. Collins commented that she had spoken with Comerica, and that if the City were to opt for 

a non-discretionary advisor relationship, Comerica would be willing and able to increase their 

service fees to assist the City with trades and some of the tasks that FEG had done as the 

discretionary advisor.  Mrs. Collins asked if the increased segregation of duties would be viewed 

positively.  AndCo’s advisor fees would be $25,000 as a non-discretionary advisor and compared 

to $45,000 as a discretionary advisor.  Mr. Green said that it varies depending on the client, but 

more and more have been going toward non-discretionary.  Mr. Green said that changing from 



4 | P a g e  

 

FEG would require hiring a new custodian, and he said that they had recently moved assets from 

Morgan Stanley to Comerica for another client with relative ease.  Comerica is probably largest 

provider in Michigan and Mr. Green likes to work with them.  Mr. Michaud echoed these 

comments, adding that it is helpful to establish a good platform.  Recent transitions have been 

smooth as opposed to a big hurdle.  Mr. Henderson if it makes sense to have just Comerica, and 

move away from Schwab.  Mr. Michaud agreed that this is reasonable for ease of 

administration.  Mrs. Collins added that Comerica does take care of reclaim foreign taxes if the 

board hired them for the full service level, but she didn’t know the price yet.  Mr. Green said the 

cost might be around 4 basis points, depending on the size of the fund.  Mrs. Collins said that 

she would get more information on the services provided and fee structure.  Mr. Green added 

that AndCo would review the custodial service provider as part of its normal costs.   

 

Mr. Sheppard, referring to page 30, asked if management fees are currently around $97,000, 

and Mr. Green said that this was an estimate.  Mr. Boger commented that we may not have in 

house staff time available for some of the day-to-day activities of managing the fund, and that 

the discretionary fee ($45,000) might provide a more appropriate level of service.  Mrs. Collins 

agreed that it might be difficult to dedicate the time needed, depending on other demands, and 

asked if we could begin with the discretionary fee, and then move into the $25,000 fee at some 

point if it were manageable.  Mr. Green and Mr. Michaud agreed that this could be included in 

the contract, and changed with affirmative action from the board.  Mr. Green was asked how 

many clients are discretionary, and he answered that he has only one client at this level of 

service and there were only 12 company-wide.  Mrs. Twardy asked if there was a chance to 

negotiate further with the fees, and Mr. Green said yes.  The portfolios are identical; it’s just a 

matter of what level of service the client needs.   

 

Mr. Turner asked how often Mr. Green would come, and Mr. Green replied that quarterly is 

common, but that he would need to come more often at the start because it would take a while 

to review the asset allocation and determine the structure of the portfolio.  Mrs. Twardy asked a 

question regarding recent legislative changes, and Mr. Green said that AndCo has a research 

team which has capacity to review legislative changes.  Mr. Michaud and his staff are working to 

keep the Board informed of recent changes.  Mrs. Collins said that they have been really helpful, 

and that Mr. Castle distributes information which is passed along to the Board as issues arise.  

Mrs. Twardy asked a few questions of Mr. Michaud, stating that there will be a lot of interest in 

education for elected officials.  Mr. Michaud said that VanOverbeke’s office is involved with 

MAPERS, MML and have served on the Governor’s task force.   

 

Mrs. Collins asked Mr. Green how quickly the transition would take place if they agreed to 

switch to AndCo.  Mr. Green said they would work through Mr. Michaud to establish a contract, 

including fee schedules and names and tax ID numbers.  Then there would be a transfer of 

assets from Schwab to Comerica, presuming the Board opted to make this change as discussed 

earlier.  That may take 3 to 5 business days.  AndCo (if discretionary) would not make any major 

changes to the portfolio until the investment policy statement is complete.  However, if there 

was a serious problem with a manager, they would want to make change immediately.  After 

that, the speed at which they make changes to the portfolio depends on the board.  In all 

instances, AndCo would notify the Board of all changes.  Mr. Green had recently changed 85% of 

the portfolio for another client and it took just a few days.  Mr. Boger reiterated that during the 

first year, the discretionary model is a better option for this fund.  Mr. Green said that he is 
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readily available and that he could call in to a meeting if he was unable to make it up in person, 

although he prefers to be here in person.   

 

Other Matters Presented by the Board 

No other matters were presented by the Board. 

Matters Presented by the Public 

No matters were presented by the public. 

 

Scheduling of the Next Meeting 

 

The next meeting was scheduled for Tuesday, January 16, 2018 at City Hall.   

 

A motion to adjourn was made by Mr. Boger and supported by Mrs. Collins.  The motion carried 

unanimously.  The meeting was adjourned at 5:18 p.m. 

 

Respectfully submitted, 

 

 

 

Kristin M. Collins 

Finance Director  


