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 1              (Whereupon, the Quarterly Meeting of the
  
 2   Comprehensive Municipal Pension Trust Fund Board commenced at
  
 3   1:00 p.m.)
  
 4                               -  -  -
  
 5                        P R O C E E D I N G S
  
 6                               -  -  -
  
 7              MR. SICURO:  We're ready to call the meeting to
  
 8   order.  We'll start with our roll call.
  
 9              Mayor Peduto?  Absent.
  
10              Council President Kraus is excused.
  
11              Controller Lamb?
  
12              MR. LAMB:  Here.
  
13              MR. SICURO:  Director, Ms. Manuel?
  
14              MS. MANUEL:  Here.
  
15              MR. SICURO:  Ralph Sicuro here.
  
16              Ryan Herbinko?
  
17              MR. HERBINKO:  Here.
  
18              MR. SICURO:  Rich Ruffolo?
  
19              MR. RUFFOLO:  Here.
  
20              MR. SICURO:  Margaret, do I have to call you on roll
  
21   call?
  
22              MS. LANIER:  No.
  
23              MR. SICURO:  Okay.  We have a quorum.
  
24              The first thing up is public comment.  Anybody here
  
25   to speak on public comment will be allowed three minutes to
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 1   speak.  Do we have anybody present that would like address the
  
 2   Board?
  
 3              Seeing none, the next order up is the approval of
  
 4   minutes from the last meeting of May 3rd, 2018.  Do we have a
  
 5   motion to approve the minutes?
  
 6              MR. RUFFOLO:  I'll make a motion.
  
 7              MR. SICURO:  Second?
  
 8              MS. MANUEL:  Second.
  
 9              MR. SICURO:  All those in favor, signify by saying
  
10   aye.
  
11              MR. HERBINKO:  Aye.
  
12              MR. LAMB:  Aye.
  
13              MS. MANUEL:  Aye.
  
14              MR. RUFFOLO:  Aye.
  
15              MR. SICURO:  Aye.
  
16              Any opposed?
  
17              Motion carries.
  
18              Next up will be bills and communication, the report
  
19   from our Executive Director.
  
20              MS. LANIER:  Good afternoon, everyone.
  
21              The funding -- I'll start with -- the funding of the
  
22   pension is 747 million -- 747.6 million, which is a
  
23   57.52 percent funded as of June 30th, 2018.
  
24              The return on the portfolio over the last 12 months
  
25   ending 6/30/18 is 7.4 percent for the invested portfolio and
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 1   7.4 percent for the composite portfolio.
  
 2              The parking asset value through June 30th, 2018, is
  
 3   valued at 299.4 million.  The second and the third MMO
  
 4   payments, $12,415,598.50 and the parking asset, 6,688,000.
  
 5   Contributions were made on May 31st, 2018, and August 29th,
  
 6   2018.
  
 7              There is a statement in your package of the
  
 8   individual pension funding levels and the overall liability as
  
 9   of 6/30/2018.
  
10              Maher Deussel has been retained as the City's
  
11   auditor.  Maher Deussel audits the City's pension fund.
  
12              Are there any questions?
  
13              MR. SICURO:  Okay.  Thank you.
  
14              Next up will be Jamie, from Marquette, to present
  
15   our investment portfolio updates.
  
16              MR. WESNER:  Thank you and good afternoon, everyone.
  
17              We'll walk through the investment performance rather
  
18   quickly because I know we have a full agenda with the actuaries
  
19   here.
  
20              So if we start within the black books, the first
  
21   page -- you know, I mentioned this at our last meeting in May.
  
22   I just wanted to make sure I extended the invitation to
  
23   everyone for our annual investment symposium for our clients in
  
24   Chicago.  It will be hosted on September 28th.  I invite all of
  
25   you to come.  It's a great way to meet other trustees from
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 1   other plans across the country.  We have two outside speakers,
  
 2   and then we supplement that with six little flash talks from
  
 3   our research professionals at Marquette.  So we try not to
  
 4   overwhelm folks, but a good way to get a lot of information on
  
 5   what's going on in the market right now.  And the flip side of
  
 6   that page does have more details on the agenda.  So if you have
  
 7   any interest, you know, certainly let me know.  You can sign up
  
 8   by the e-mail on the bottom of the page or you can just reach
  
 9   out to me directly.
  
10              If we go behind Exhibit 1, we can walk through.  It
  
11   will just give you a quick update on the markets.  We'll do a
  
12   market update through the end of August because we did see
  
13   some, you know, pretty positive results for August.  But we'll
  
14   walk through your flash report investment performance
  
15   portfolio.  And because of the timing of month-end, we do only
  
16   have that through the month of July.  So we'll walk through
  
17   that in a moment.
  
18              If you go behind that black tab, Exhibit 1, and go
  
19   to the second page, it's titled "Market Tracker."  It's got the
  
20   green and blue boxes in the upper left-hand corner.  We'll just
  
21   walk through the landscape of the global capital markets.
  
22              And, all in all, you know, things have been
  
23   relatively positive for the year, especially led by the U.S.
  
24   equity markets.  And that's in the upper left-hand corner of
  
25   the page.
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 1              August was another very strong month for the U.S.
  
 2   markets.  The S&P 500 was up 3.3 percent.  Technology continues
  
 3   to be the leader.  The NASDAQ was up almost 6 percent alone in
  
 4   August and is up over 18 percent year to date.  The S&P 500 is
  
 5   up nearly 10 percent year to date through the end of August.
  
 6   So we're seeing some more volatility in the markets right now,
  
 7   whether it be, you know, things going on in Washington,
  
 8   geopolitical issues, trade talk.  There's a lot of variables
  
 9   that are affecting the markets, but the U.S. markets have kind
  
10   of shrugged off quite a bit of that and have been the leaders
  
11   globally so far in 2018.
  
12              If you look at the blue boxes down there just below,
  
13   this highlights the kind of differentials in the U.S. market so
  
14   far for 2018.  These are year-to-date figures.  And what I want
  
15   to point out mostly is the difference between growth stocks and
  
16   valley stocks.  Technology, as I mentioned, has been a leader,
  
17   so growth stocks up over 16 percent year to date in the large
  
18   cap space, where value stocks are up less than 4.  So it's
  
19   really mattered where investors has been.
  
20              Your portfolio is mostly indexed in the U.S. equity
  
21   space.  It's solely indexed for the large cap portion.  So
  
22   you're right in that middle, up about 10 percent.  But you can
  
23   just see -- especially in the small cap space -- small caps are
  
24   up more than large caps, with small cap growth up 18-plus
  
25   percent, small cap value up a little less than 10.  So we'll
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 1   look and see how your managers have performed, but that's the
  
 2   landscape the active managers are trying to navigate right now
  
 3   as they work through the markets.
  
 4              Continuing down that left-hand column, we'll go down
  
 5   to international equities.  International markets have been a
  
 6   little bit tougher.  A lot of that trade talk and the potential
  
 7   of tariffs on some of those foreign companies have depressed
  
 8   equity values for international companies.  So international
  
 9   stocks down about 3 1/2 percent year to date.  August was also
  
10   a negative month for the international markets, so it brought
  
11   international down about 2 percent.
  
12              Emerging markets have actually been the weakest
  
13   area.  A lot of those markets -- some have been in the
  
14   headlines:  Argentina, Turkey.  And while they're smaller
  
15   markets, they do have an effect on some of the other emerging
  
16   markets out there.  So emerging markets down anywhere from kind
  
17   of 7 to 10 percent so far this year.  They were the leaders
  
18   last year, but this year has been quite tough for them.  And
  
19   you can see some of the regional county-specific returns down
  
20   in the -- kind of towards the bottom left-hand side of the
  
21   page.
  
22              We'll jump to the upper right-hand side of the page,
  
23   the bond market.  Bonds have been, you know, pretty flat to
  
24   slightly negative for the year.  Overall, bonds are down
  
25   1 percent for the year.  In August we did see a little bit of a
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 1   bounceback, and that's not surprising.  Interest rates go up --
  
 2   and we've been anticipating rising interest rates -- bonds
  
 3   prices go down.  So, you know, the negative -- we never want to
  
 4   see negative numbers, but it's explainable given the increase
  
 5   in interest rates.
  
 6              Some other areas of the fixed income market,
  
 7   high-yield bonds, bank loans, you know, those are
  
 8   higher-yielding parts of the bond market.  Those have actually
  
 9   been better performers.
  
10              And if we go down to the -- kind of two-thirds of
  
11   the way down the right-hand column, hedge funds, you have some
  
12   hedge fund exposure in the portfolio.  You've had more domestic
  
13   hedge fund exposure, so your performance has been more
  
14   positive.  But the bottom benchmark there, the Cboe benchmark,
  
15   that gives you a good proxy for the Parametric investment in
  
16   your portfolio.  And that's up, you know, 5, 6 percent for the
  
17   year.  So not quite as much as long-only equities, but much
  
18   better than international equities, for example.
  
19              And the final piece is the bottom left-hand corner,
  
20   real estate.  You do have private real estate in your
  
21   portfolio.  And real estate has been nice and steady so far
  
22   this year, giving us about 3 1/2 percent.  So our expectations
  
23   for real estate going forward are kind of anywhere between 6
  
24   and 8 percent.  Mostly income, but, you know, nice and steady
  
25   from the real estate space.
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 1              Any questions on the broad market before we jump
  
 2   into the portfolio?
  
 3              So, with that, we can turn the page and look at the
  
 4   performance of your portfolio through the end of July.  Year to
  
 5   date, the portfolio is up 3.2 percent.  The one-year figure,
  
 6   the portfolio is up 8 percent.  And you can see the annualized
  
 7   returns going back.  On a five-year basis, the portfolio is up
  
 8   on an average 8.4 percent per year, nicely outpacing your
  
 9   benchmark.
  
10              Not surprising, if we go to the middle left-hand
  
11   portion of the page, just like we were talking through with the
  
12   market environment, U.S. equities have been the largest
  
13   contributor to your portfolio performance.  International
  
14   equities have been actually positive for you.  You've had a
  
15   couple active managers that have done a very nice job and
  
16   protected on the downside.  And then hedge funds have also done
  
17   well, you know, up 2 percent for you.
  
18              If you look down at the bottom of the page -- it's
  
19   always just good to kind of keep in mind the cash flows, and
  
20   this will tie in a little bit to the comments you're going to
  
21   hear from your actuaries a little later on.  But as you look at
  
22   the different time periods and the summary of cash flows at the
  
23   bottom of that page, you can see where the portfolio started in
  
24   market value at any of those periods, what the cash flows were,
  
25   what we had to take out to pay benefit payments, and then what
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 1   was, you know, additions from investment performance.  So you
  
 2   can see that, you know, all -- nearly all the time periods
  
 3   we've grown quite substantially from an investment perspective,
  
 4   given the strong equity markets that we've had.
  
 5              Pages 2 and 3, if you flip the page, just keeping
  
 6   this all in context in the allocations that we have.  The
  
 7   portfolio is still represented about 40 percent by the
  
 8   dedicated parking asset.  That will continue to come down as we
  
 9   get more distributions from that asset.  60 percent is in the
  
10   invested portfolio, and that's reflected by itself on page 3.
  
11   So page 3 just shows the investable assets, and you have just
  
12   over $450 million of investable assets.
  
13              The splits.  You're very close to your targets
  
14   across the board, but you can see -- as you see the outlines
  
15   here, a large allocation -- nearly 25 percent -- of the
  
16   investable assets are in the S&P 500 index.  So it's a very
  
17   low-cost exposure to the market, but it's also performed very
  
18   well and given you that U.S. equity exposure.
  
19              If we want to look at performance, on the next page
  
20   we see how all these individual managers performed.  As we
  
21   mentioned, year to date the total fund is up 3.2 percent.  The
  
22   investable portfolio is up 2.9.  So we're a little behind where
  
23   we need to be, given our target actuarial rate of return.  But
  
24   from the invested portfolio perspective, you're above your
  
25   policy benchmark, meaning your active managers, where you have
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 1   them, are adding value.
  
 2              On fixed income, you're slightly ahead.  Federated
  
 3   has been your better-performing manager there, giving you some
  
 4   protection on the downside.
  
 5              On the U.S. equity space, you're pretty close
  
 6   overall to the benchmark for returns.  While your two small cap
  
 7   managers have underperformed versus their benchmark, the
  
 8   exposure that you have to small cap stocks has helped you.  And
  
 9   so your equity portfolio is up 6 percent on the year-to-date
  
10   basis, just behind its policy benchmark of 6.7.
  
11              As we go down to the bottom of page 4, international
  
12   equities, this is actually the area where your active managers
  
13   have added the most value, and it's mostly been by MFS, who is
  
14   your largest exposure there.  While the broad market is down
  
15   4/10 of a percent, they're actually up 2.1 percent.  So good
  
16   stock selection, good sector selection, that's given them, you
  
17   know, that better performance.
  
18              When you add on your two emerging market managers,
  
19   they were each down, you know, 3 to 3 1/2 percent, both of them
  
20   outperformed their benchmarks, protecting capital on the
  
21   downside.
  
22              So when you combine all three of those, you actually
  
23   end up with a positive .9 percent, so about 2 1/2 percent above
  
24   the benchmark.  So nice outperformance on the international
  
25   equity side.
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 1              At the top of page 5, here's where we break out your
  
 2   emerging managers.  So the emerging manager composite was up
  
 3   6.2 percent.  Twin Capital was up a little over 5 percent.  You
  
 4   can see over the one year, up 15 1/2 percent.  CIM is one of
  
 5   your small cap managers.  They have given you the best absolute
  
 6   performance, year to date up 11.3 and over the one-year basis
  
 7   up 18 1/2 percent, so -- all net of fees, so outperforming
  
 8   their benchmark solidly on the year-to-date basis.
  
 9              And then Fusion underperforming a bit on the
  
10   international equity side.  They have a little more emerging
  
11   market exposure, which is causing them to underperform under by
  
12   about a half a percent year to date and by 2 1/2 percent over
  
13   the last one year.  And we will have a comment on Fusion in a
  
14   moment.  They were recently acquired by an outside group.
  
15              On the hedge fund side, up 2 percent.  So, again,
  
16   much more positive than the international markets but not quite
  
17   up as much as the U.S. equity markets.  The leader here has
  
18   been ABS, up 2 1/2 percent, and the Parametric defensive equity
  
19   strategy, which is up a little over 3 percent.
  
20              Real estate is at the bottom of page, up
  
21   3.8 percent.  The RREEF America II fund is up over 4 percent
  
22   for the year.  That's your leader.  But real estate has really
  
23   been a nice, steady asset for you.  You've had almost five
  
24   years now.  You can see the longer-term figures here up nearly
  
25   10 percent per year net of fees.  So for the newer trustees,
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 1   you came into real estate after the most recent downturn, so
  
 2   we've only had kind of the upside of real estate so far in this
  
 3   portfolio.  But two relatively conservative managers there for
  
 4   you.
  
 5              Any questions on performance?
  
 6              So not hearing any, the one comment that I do want
  
 7   to make on Fusion, Fusion was recently acquired by a Chinese
  
 8   investment firm.  They are part of your emerging manager
  
 9   mandate.  The typical policy at Marquette is when we see a
  
10   manager be acquired, we like to put them on alert.  So we have
  
11   spoken with your solicitor and talked through the required
  
12   documentation for this.  The manager has asked for an
  
13   assignment of the contract over to their new owner, which is
  
14   typical, and so we are comfortable with that.  But we would
  
15   recommend that be contingent on them being placed on alert
  
16   status.  We'd like to see over the next six to nine months,
  
17   make sure the transition goes smoothly, and talk through all
  
18   those issues.  But that would be our recommendation.
  
19              MR. FRANK:  May I speak to this?
  
20              MR. SICURO:  Yes, please.
  
21              MR. FRANK:  Since the Board did approve Fusion in
  
22   the first instance and this is a transfer of ownership, I do
  
23   think we should have a motion from the Board approving this
  
24   assignment.
  
25              MR. SICURO:  Approving the assignment?
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 1              MR. FRANK:  The assignment he's recommending.  We're
  
 2   going to be assigning the agreement to the successor
  
 3   corporation.  So it would be a motion to approve the
  
 4   assignment.
  
 5              MR. LAMB:  I'll make a motion to approve the
  
 6   assignment and to put them on alert for the time being.
  
 7              MR. SICURO:  Do we have a second?
  
 8              MR. RUFFOLO:  I'll second.
  
 9              MR. SICURO:  Any discussion on the motion?
  
10              All those in favor, signify by saying aye.
  
11              MR. HERBINKO:  Aye.
  
12              MR. LAMB:  Aye.
  
13              MS. MANUEL:  Aye.
  
14              MR. RUFFOLO:  Aye.
  
15              MR. SICURO:  Aye.
  
16              Any opposed?
  
17              Okay.  Jamie?
  
18              MR. WESNER:  And that's -- unless there's any
  
19   additional questions, that's all I have from the investment
  
20   side.
  
21              Behind Exhibit 2 is the quarterly report.  That's
  
22   just more there for your records.  It is more detailed
  
23   information.  But the July performance that we just went
  
24   through is the most up to date.  So if you have any questions,
  
25   don't hesitate to ask.
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 1              MR. SICURO:  All right.  Next we have our
  
 2   solicitor's report.
  
 3              MR. FRANK:  Okay.  Very briefly, I reported at the
  
 4   May meeting that we had circulated among all of the
  
 5   professional service providers the required forms for them to
  
 6   complete to be in compliance with the State Pension Act, the
  
 7   disclosures as to any political contributions or possible
  
 8   gifts.  All of our professional service providers have provided
  
 9   their response, and there are no issues with regard to any of
  
10   their responses, and we are in compliance with the State
  
11   Pension Act in regard to them.
  
12              We continue to have work on the Lehman Brothers
  
13   bankruptcy, which I talked to the Board about, where we
  
14   continue to have to provide claims in order to collect our
  
15   share from the bankruptcy.
  
16              But that's really it.  It's been a quiet period.
  
17              MR. SICURO:  Thank you very much.
  
18              Any questions for the solicitor?
  
19              All right.  Next we'll have a presentation from
  
20   Boomershine on the actuarial findings from the audit.
  
21              MR. STUMP:  Thank you.
  
22              MR. SICURO:  Do you want to take over?
  
23              MR. STUMP:   Yep.  I'm Greg Stump with Boomershine
  
24   Consulting.
  
25              I have two reports that should be in front of you.
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 1   This one is the full audit report.  This one is essentially the
  
 2   same thing.  It's just a shortened summary version of it.  So
  
 3   this is the one I'm going to go over today.  This is for your
  
 4   reference.  And if you have any questions between now and the
  
 5   next meeting, I would be glad to answer them, come back,
  
 6   et cetera.  But we're going to be going over the --
  
 7              MR. SICURO:  But this is the one that was e-mailed
  
 8   to us.  Correct?
  
 9              MR. STUMP:  Yep.  Yeah, that's the actual report.
  
10              MS. LANIER:  Right.
  
11              MR. STUMP:  And this basically is kind of
  
12   cut-and- -- or copy-and-paste excerpts from it.  If you have
  
13   any questions, just go ahead and shout them out.  You don't
  
14   have to wait until the end.  If there is anything you're
  
15   wondering about or want explained further, we can do that.
  
16              MS. LANIER:  And that was the purpose of us mailing
  
17   it also, in case you had any additional questions.
  
18              MR. STUMP:   Yeah.  And I know that was a short time
  
19   frame, so I'll leave myself available for future questions.
  
20              I think it helps anytime you're talking about an
  
21   actuarial calculation to look at some background, so I have,
  
22   just briefly, a couple pages here.
  
23              And, by the way, I think this whole presentation of
  
24   mine is probably going to be 20 or 30 minutes, just so you're
  
25   prepared.  It won't be as short as the last few.
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 1              So it helps to really understand how pension funding
  
 2   works.  So here's how it works on an individual basis:  When
  
 3   somebody is hired, you don't expect to have any assets in the
  
 4   fund yet.  They were just hired.  So assets needed is zero.
  
 5   However, the actuary computes an annual cost.  These are just
  
 6   examples.  This is not your plan here yet.  So that cost might
  
 7   be 10 percent of pay.  And so that 10 percent of pay might
  
 8   amount to $6,000.  So what you do is you start putting in
  
 9   $6,000 a year to fund that person's retirement eventually, but
  
10   it is a percentage of pay.
  
11              So when you got to the middle of their career -- not
  
12   at exact middle but, say, 10 years in, 12 years in, whatever,
  
13   where it says "Mid Career," maybe you need $100,000 now.  So
  
14   that's something the actuary would compute as well, but you
  
15   continue putting in that 10 percent of pay.  But instead of it
  
16   being 6,000, maybe now it's 8,000 because the pay is higher.
  
17              By the time the person gets to retirement, maybe the
  
18   amount of assets that are needed for that person -- and this is
  
19   a reasonable estimate for a lot of plans -- $350,000.  There's
  
20   no more annual cost.  There's no more percentage of pay because
  
21   there is no more pay.
  
22              So, ideally, that's the way it's supposed to work,
  
23   and that's how all actuarial calculations work.  You start
  
24   funding someone when they're hired.  By the time they're
  
25   retired, you have exactly the right amount, and they will be
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 1   able to be paid for the rest of their life.  That's in a
  
 2   perfect world.  And, of course, if that were always true, we
  
 3   would always be 100 percent funded.
  
 4              So the way we do these calculations is we do that
  
 5   for every single person in the plan.  If they're already
  
 6   retired, it's just benefit payments.  If they're in the middle
  
 7   of their career, there's those two numbers.  If they just
  
 8   started their career, it's just that one number, the percentage
  
 9   of pay.
  
10              And we use the actuarial terms at the bottom here.
  
11   The actuarial accrued liability is just the assets needed for
  
12   any point in anybody's career.  The annual cost we call the
  
13   normal cost.  So those are the terms you see throughout an
  
14   actuarial report.
  
15              But the reason plans are not 100 percent funded all
  
16   the time -- and it's pretty rare to find one exactly 100
  
17   percent funded -- is things happen along the way.
  
18              So if you turn the page, there is "Experience vs.
  
19   Expectations."  And I show this table to all of my clients
  
20   because I really think it helps you understand the dynamics of
  
21   your plan and any pension plan.
  
22              So it's split into two categories here.  If you get
  
23   more than you expected -- because we're assuming everything;
  
24   we're not going to be exactly right.  You know, if you think
  
25   you're going to get exactly 7.25 percent return a year, it
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 1   never happens.  You might get close, but it never happens
  
 2   exactly as expected.  So if you get more than expected versus
  
 3   if you get less than expected.
  
 4              So with investment performance, it's kind of
  
 5   obvious.  If you get more than expected, that helps.  The
  
 6   funding goes up; the contributions go down.  It's at the bottom
  
 7   there.  If you get less than expected, that hurts.
  
 8              Salaries.  So it's a little less intuitive here, but
  
 9   if we're planning on somebody's salary to go, you know, up this
  
10   much during the course of their career and it goes up this
  
11   much, that's great.  The person has a higher income.  But that
  
12   hurts for pension funding because we planning on this benefit,
  
13   and now they have this benefit.  Salaries can increase less
  
14   than expected.  That helps.
  
15              Retiree longevity, meaning how long people live.
  
16   People living longer is a great thing, and it's been a trend
  
17   for decades now.  But in terms of pension funding, if you get
  
18   more of a lifetime than expected, that hurts.  We're planning
  
19   to pay someone until they're, say, 83 years old and we find
  
20   out, no, they're going to live until they're 85.  Well, that's
  
21   two more years of payments coming out of the fund.
  
22              Retirements.  If you expect -- let's just simplify
  
23   this.  You expect everybody to retire at age 60.  If everybody
  
24   starts retiring at age 58, now you have to start paying two
  
25   years earlier.  Their benefit will be a little bit lower, but
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 1   that doesn't offset the starting paying them two years earlier.
  
 2   So when you have more retirements than expected, that hurts.
  
 3   And when you have less than expected, that helps.  People are
  
 4   staying longer.  They have more years to fund their career.
  
 5              Terminations.  People quitting, getting fired.
  
 6   Anything.  Any reason to leave the job before they're eligible
  
 7   to retire.  If you have a lot of turnover, that's generally not
  
 8   a good thing for any organization.  However, if you just look
  
 9   in the lens of the pension funding, it helps.  You're planning
  
10   on funding all these people until they retire and they start
  
11   leaving after five or ten years of service, you don't have to
  
12   fund then anymore.  The benefit is frozen.
  
13              So these are the things that the actuary looks at,
  
14   not only on a valuation-to-valuation basis, but over a long
  
15   period of time when they set the assumptions.  So we can say --
  
16   you know, when the next valuation is done in 2019, they can
  
17   look at what happened since '17 and itemize each one of these
  
18   things.  Well, the salary increases were higher.  That hurt.
  
19   We had more retirements.  That hurt.  We had a lot of turnover.
  
20   That helped.  Things like that.  And, you know, when the
  
21   assumptions are set, you can see the difference.  If people are
  
22   retiring earlier, you're going to see an increase in costs
  
23   right away.  If people are living longer, which I know Jason is
  
24   going to talk about later, you're going to see an increase
  
25   right away from that, too, just from the assumption.  So that's
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 1   the background.
  
 2              And the next page is just a summary of the audit.
  
 3   So this is kind of a very brief excerpt from the executive
  
 4   summary of the full report.  But let me put it to you this way:
  
 5   We're trying to answer three questions with the actuarial
  
 6   audit.  Did the actuary do what they said they'd do?  Two, is
  
 7   it -- did they have the right basis for what they did?  Meaning
  
 8   the assumptions and methods.  And, three, are there -- is there
  
 9   any other room for improvement in the whole actuarial process?
  
10              So the short answers are, yes, they did what they
  
11   said they did.  We matched the numbers.  Two, for the most
  
12   part, yeah, I think the basis is reasonable.  Three, there's
  
13   always room for improvement.  I've never done an audit where
  
14   I've said, "No, we don't have any recommendations."  So we're
  
15   always going to have recommendations.  And, really, at this
  
16   point, it's recommendations for Korn Ferry going forward for
  
17   the next few valuations.
  
18              By the way, I think there's at least four actuaries
  
19   in the room here today.  I'm sorry for that.
  
20              MR. SICURO:  Exceeding our limit.
  
21              MR. STUMP:  And as soon as I leave, I'm applying for
  
22   continuing education credit for that.
  
23              So the purpose of the review -- and I just kind of
  
24   summarized it there -- is to evaluate the accuracy and
  
25   consistency of the figures, identify areas of concern,
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 1   recommend improvements, and estimate future funding progress.
  
 2   That's something that we added because we really believe in the
  
 3   importance of projections rather than just a year-to-year
  
 4   snapshot.
  
 5              So the components are reviewing all the assumptions
  
 6   and methods.  We had the experience study.  We had a couple of
  
 7   years' worth of valuation reports to do that.
  
 8              Compute independently all of the figures in the
  
 9   reports and then compare them with what's in the actual reports
  
10   to see if there's any material discrepancies.  We know from the
  
11   outset we're not going to get the exact same answer.  It just
  
12   doesn't happen that way.  There are differences in valuation
  
13   systems -- that's a big one -- differences in ways assumptions
  
14   and methods are applied.  However, we should come pretty close,
  
15   and that's what I'm talking about here.
  
16              And the last part, just review of the valuation
  
17   reports and recommendations.
  
18              So the Overall Conclusions on the next page.  So the
  
19   first one is the good news, the summary of the liability/cost
  
20   comparisons.  And that looks like a really small summary
  
21   compared to all of the hundreds of numbers that are in the
  
22   actuarial valuation report, but just like I showed you that
  
23   little timeline with the annual cost and the accrued liability
  
24   and the assets needed for the person throughout their career,
  
25   the valuation starts with that.  You compute the actuarial



Ross Reporting Service
724-695-3911

24

  
 1   liability, you compute the normal cost, and everything else
  
 2   just flows from that.  You got your amortization, your ARC,
  
 3   your actuarially determined contribution, now.  All the numbers
  
 4   you use for GASB reporting.  It all starts with those two
  
 5   figures.
  
 6              So these are shown in more detail, and we'll talk
  
 7   about it in a couple minutes.  But if we just put all the plans
  
 8   together, we can say "Well, the valuation report showed a total
  
 9   liability of 1.299 billion.  We got 1.277 billion.  No, it's
  
10   not the same number, but it's within 2 percent."  And that's
  
11   kind of a predetermined threshold.  Anything over 5 percent, we
  
12   would definitely dig down pretty far and try to figure out why
  
13   is it off by more than 5 percent.  If it's within a couple
  
14   percent, we're pretty happy with it.  Really, it should be
  
15   within 2 or 3 percent on these things.  So 5 percent is kind of
  
16   the first threshold.
  
17              The Total Normal Cost.  We got, you know, within 1
  
18   percent there.  The reports combined, 24.4 million.  We got
  
19   24.6, so a little bit higher.  And that's a fairly common
  
20   thing.  You know, with valuation systems, if you're coming up
  
21   higher on the accrued liability, you might come up lower in the
  
22   normal cost to that.  That really makes sense also.
  
23              So that's -- that's the first conclusion.  So we're
  
24   happy with all the numbers.  We believe that they were done
  
25   correctly, but -- there should be a "but" in the middle of the
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 1   page there.
  
 2              Our overall conclusion is a lack of a clear picture
  
 3   of the City's funding requirements and the future outlook put
  
 4   the systems at risk.  So not that there's anything that was
  
 5   done incorrectly, but I think it needs to be spelled out more
  
 6   clearly.  Here's the bottom line and here's what it looks like
  
 7   going forward and here's what happens if you don't do it.  And
  
 8   so I'll talk about that today.
  
 9              Recommendations.  For the sustainability of the
  
10   systems -- and this is really kind of the main conclusion.
  
11   It's crucial that the actual contributions at the full
  
12   actuarial amounts be computed, clearly communicated, and
  
13   contributed each year by the City as opposed to the minimum
  
14   amounts.  But I'll tell you why.
  
15              Any questions yet?
  
16              So next section:  Review of Methods and Assumptions.
  
17   So we'll talk about the actuarial smoothing method, the
  
18   amortization, anything else that comes under methods and
  
19   assumptions.  And this is kind of a shortened version versus
  
20   what's in the report, but we're covering the key points here.
  
21              Page 6 -- the page numbers are on the bottom
  
22   right-hand corner.  Page 6 is Asset Valuation.  So what we mean
  
23   there is asset smoothing.  So the way asset smoothing works is
  
24   when you have a lot of market volatility -- you know, think
  
25   2008, 2009 -- assets go down a lot or up a lot in a single
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 1   year, you don't want to have to adjust your contribution to
  
 2   that full amount, so it's common to use asset smoothing.  And
  
 3   the purpose of asset smoothing is that you have a smoother
  
 4   contribution pattern.  In fact, it really should be called
  
 5   "contribution smoothing."  You can't really smooth assets.  You
  
 6   can only pay benefits with real assets.
  
 7              And the method that was in place here is biased, and
  
 8   you can see that in two ways.  Biased means it's always going
  
 9   to be higher or lower than the market value, the smoothed
  
10   value.  So you don't want that.  It should be sometimes higher,
  
11   sometimes lower.  So in this graph here, we look at the last
  
12   five valuations, and we can see that the actuarial value is
  
13   higher than the market value each time.  So for a whole decade
  
14   almost, the actuarial value is higher.  So what does that
  
15   really mean?  What that means is we're deferring losses.  And
  
16   what it really means is we're still deferring losses from what
  
17   happened in 2008.  So you don't want to extend that for a long
  
18   period of time.
  
19              Now, this is actually the fault of the State of
  
20   Pennsylvania because they intervened and they said, "Well,
  
21   here's some temporary relief, and you can see this optional
  
22   method if you want to, you know, soften the blow of what just
  
23   happened in the markets."  And the method which is described in
  
24   the report -- and it's described in our report too -- says,
  
25   "Well, okay, if you're assuming 7 1/2, just -- just pretend you
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 1   got 6 1/2 for a while until it goes away."
  
 2              Well, the problem with that is if you had a 20
  
 3   percent loss, which a lot of plans did, meaning 20 percent
  
 4   lower than you expected, that takes 20 years to run out.
  
 5   That's a really long recognition period, and that's not
  
 6   advisable for a number of reasons.
  
 7              So that method should be abandoned, and plans are
  
 8   starting to abandon it now.  It was meant as temporary relief.
  
 9   It was meant as an option.  A lot of plans have kind of been
  
10   taking it as "Well, no.  The State said we have to do it."
  
11   That's not true.  And also that "We should still be doing it
  
12   ten years later."  That's not true either.  It was temporary
  
13   relief.
  
14              So there was 78 million in unrecognized losses in
  
15   the deferred losses as of 2009.  Still 32 out of that, you
  
16   know, in 2017.  So the problem with that is you have less money
  
17   in the fund now than you would have, and just like -- you know,
  
18   and Jamie can speak to this, and I'll defer to him on the
  
19   market.  But usually when there's a market downturn, there's a
  
20   makeup period.  There's a recovery.  So if you don't start
  
21   investing during that recovery or investing more, then you kind
  
22   of miss out on some of those opportunities.  And I won't say
  
23   anything else about investments because it's not my area of
  
24   expertise and I'm not qualified to.  You can ask him.
  
25              The next method we looked at, Amortization/Minimum
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 1   Funding.  So there are two contributions defined in here, in
  
 2   the valuation reports.  And, again, you know, the State and the
  
 3   legislation kind of got in the way here.  There's a minimum
  
 4   contribution, and there's a recommended amount.  As David
  
 5   pointed out when he was here a few months ago, you really
  
 6   should contribute the recommended amount.  And that's -- that's
  
 7   what I'm reiterating and that's my main conclusion for today.
  
 8   The minimum amount is what it is, but that could get you into
  
 9   trouble.  So the recommended amount is definitely what you want
  
10   to contribute every year.
  
11              And this is just a really rough analysis of this,
  
12   but if you just compare the recommended to the minimum, it's
  
13   less than 100 percent for every single fund, and it's 74
  
14   percent in the aggregate, and we'll come back to that 74
  
15   percent number.
  
16              I will note at the bottom here that the City did
  
17   contribute more than the recommended amount in 2017.  That was
  
18   mentioned at the last meeting.  It's also in the CAFR.  And,
  
19   you know, what we're saying there is that's a practice that
  
20   should continue.  You want to make sure the funding improves
  
21   and you always have enough assets, so that's what you want to
  
22   continue to do.
  
23              There's also a note on that page that says if you
  
24   don't, the fund could be largely depleted within the next 25
  
25   years.  And I'll show you that in a projection, and I'll use
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 1   that 74 percent number.
  
 2              Next assumption, the most important assumption, I
  
 3   guess, you could argue -- and everybody understands this one --
  
 4   Investment Return Assumption.  We -- I'm -- I won't go into the
  
 5   details of this analysis -- it will take a little longer if I
  
 6   do -- unless anybody wants me to.  But, basically, we have a
  
 7   simulation, a program that we made that takes input from
  
 8   investment consultants, like Marquette and all the other
  
 9   experts out there, by asset class, simulates a given portfolio.
  
10   So this is based on your assets over 30 years.
  
11              Marquette does the same thing.  The investment
  
12   consultants do their own version of this.  So this is just our
  
13   version, kind of taking the consensus view.
  
14              And when we do this, we find out that, you know, the
  
15   median expected return long term is about 7 percent.  So that
  
16   means that the change from 7 1/2 to 7 1/4 is exactly what we
  
17   would have recommended.  We're not going to -- without
  
18   reviewing all the assumptions together, we're probably not
  
19   going to say "All right.  Go from 7 1/2 to 7."  We like to go
  
20   one step at a time.  So we concur with that recommendation.
  
21   That was a good move.
  
22              We will want to keep an eye on it for each
  
23   valuation.  So Korn Ferry will do that.  They'll -- they'll,
  
24   you know, evaluate this and say -- and they have their own
  
25   method of doing this.  They'll say, "Okay.  We should look at,
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 1   you know, whether we should change it to 7 or even something
  
 2   lower."  I have five large clients now with less than 7 percent
  
 3   return assumptions.
  
 4              And the last paragraph on that page is something I
  
 5   think the Board should always know.  Even if you're not going
  
 6   to make a change, you should know what the impact is.  We
  
 7   estimated it, you know, with our calculations.  You know, Korn
  
 8   Ferry and Mockenhaupt, they can always estimate it.  But we
  
 9   estimated that if you decrease from 7 1/4 to 7, that would be a
  
10   $30 million increase in liability for the total, all systems
  
11   combined, which, you know, there is also a change in normal
  
12   cost that translates to about 3 million more per year in
  
13   contributions.  Whether you're going to do it or not, I think
  
14   the Board should be aware of that at all times.  You know,
  
15   what's a quarter percent cost?  And so it's just a good
  
16   practice.
  
17              MR. SICURO:  Before we change off that page, just so
  
18   we understand, the blue line that's going from top to bottom,
  
19   where it intersects to the -- the simulated returns, is that
  
20   what you're saying our probability --
  
21              MR. STUMP:  Yes.
  
22              MR. SICURO:  -- of getting our return is?
  
23              MR. STUMP:  Yeah.  That's the purpose of the graph.
  
24              MR. SICURO:  Okay.
  
25              MR. STUMP:  So if you look at the 7 1/4 versus the
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 1   graph -- I think the exact number is in here -- the 7 1/4 has
  
 2   a -- we didn't put the exact number in.
  
 3              MR. SICURO:  46 percent probably?
  
 4              MR. STUMP:  Yeah.  It's somewhere around 46, 47
  
 5   percent.  So it's close to the median, but it's a little lower.
  
 6              MR. SICURO:  Okay.
  
 7              MR. STUMP:  And, you know, what's happened with
  
 8   return assumptions and actuarial -- they've come down for
  
 9   almost every plan.  8 1/2 used to be the norm 15 years ago.
  
10   Then it was 8.  Then it was 7 3/4.  Then it was 7 1/2.  And
  
11   then -- most of our clients use 7 1/4 now, and a lot are at 7
  
12   or even lower.
  
13              You know, it's -- the interesting thing is it was
  
14   kind of all economic assumptions were moving down together.  We
  
15   thought 3 1/2 percent or 4 percent was a reasonable long-term
  
16   inflation expectation.  People generally don't believe that
  
17   now.  It's more like 2 1/2, maybe 2 3/4.  So they were kind of
  
18   coming down together.
  
19              And what I've seen from the Marquettes of the world
  
20   is that real return is starting to come down a little, meaning
  
21   the spread between the total and inflation.  So that's -- you
  
22   know, it's all bad news, but, you know, we didn't know.
  
23              You know, the unfortunate thing is pensions have
  
24   become more expensive.  It's not like we could have seen this
  
25   20 years ago.  We thought people would live to age 78.  We
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 1   thought we could earn 8, 8 1/2 percent, so the benefits cost at
  
 2   this level.  Well, fast-forward 20 years.  Well, they're living
  
 3   longer and you can't make 8 1/2 percent.  All those benefits
  
 4   are more expensive.  Whether they've been retired for ten years
  
 5   or they just started working, it's all more expensive now.  So
  
 6   it's unfortunate, but it's something that plans and boards are
  
 7   dealing with throughout the country.
  
 8              Next, Economic Assumptions - Salary Increases.  So
  
 9   there is a simplified way to look at a salary increase
  
10   assumption, and there's a more robust way, I would say, to look
  
11   at it.  The simplified way is, okay, well, salaries are just
  
12   going to increase by X percent per year throughout people's
  
13   careers.  There's nothing really wrong with that way, but we
  
14   prefer the more robust way of saying, "Well, you can actually
  
15   look at a population and tell whether the increase is a little
  
16   steeper in the beginning or it is really kind of level
  
17   throughout everybody's career.  And we find more often than not
  
18   it's steeper in the beginning, which, I think if you think
  
19   about your own career and other people's careers that you know,
  
20   that's true.  You get more promotions.  You get more merit
  
21   increases.  You know, the City wants to keep you around, so --
  
22   and there's even steps, you know, for certain occupations.  So,
  
23   yeah, it is pretty common for there to be steeper increases
  
24   early and then kind of level out later.
  
25              So what we did for each plan was we took the entire
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 1   data set.  All right.  Well, we can see everybody at each, you
  
 2   know, level of their career -- one year of service, two years
  
 3   of service, up to 30 or 35, in some cases here -- and tried to
  
 4   use statistical analysis to have a line of best fit that
  
 5   actually mimics the pattern of increases throughout someone's
  
 6   career.  So we call those career salary increases.
  
 7              So the blue dots on each graph are the actuals.  The
  
 8   assumed salary is what's -- is the line of best fit for what is
  
 9   currently being assumed, which is a different percent for each
  
10   plan.  I'll show you on the next page.  And then the orangish
  
11   kind of line there is labeled "Career Assumption."  That's --
  
12   that's what we would recommend as the line of best fit.  Well,
  
13   what you see is, yeah, it's steeper increases earlier in the
  
14   careers for fire, police, and also for municipal employees.
  
15   There are statistically better fits for those distributions.
  
16              But what you also notice is that they end up a
  
17   little lower at the end.  So if you adopt this assumption,
  
18   these -- the one we're recommending, it actually decreases the
  
19   cost a little bit because you're protecting a slightly lower
  
20   final average pay.  Therefore -- and I'm saying it now, and I'm
  
21   saying it in both of these reports.  We don't recommend making
  
22   just that change.  A city with a large unfunded liability, I'm
  
23   not going to tell them to do something to decrease their
  
24   contribution.  However, the assumption makes sense.  So, in
  
25   conjunction with other assumption changes when they're
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 1   considered in 2019 or '21, whenever the next time is, you might
  
 2   want to consider this.
  
 3              So the next page is just a summary of the current
  
 4   assumptions which are the flat 5 1/2 percent, 4 1/2, 4 percent
  
 5   versus what we got from our analysis, which is 8.75 for six
  
 6   years and then 3.75 for fire and et cetera.  They're all
  
 7   spelled out there.  In each case, that includes inflation, so
  
 8   it includes the 2.75 percent inflation.
  
 9              We do find sometimes -- not here, but with other
  
10   cities -- that the line kind of goes up and then really levels
  
11   out after a certain number of years.  What that means is in
  
12   those careers, they're not getting anything except for
  
13   inflation, you know, keeping up with inflation after 15, 20
  
14   years.  But that's not true here.  There's an upward trend
  
15   throughout.  So that is the last economic assumption.
  
16              Next we're going to turn to Demographic Assumptions.
  
17   And we're not going to go into a great amount of detail here.
  
18   It's all on one page.  But you can tie this back in to, you
  
19   know, what hurts and what helps pension plan funding in terms
  
20   of, you know, more retirements than expected, more turnover,
  
21   longevity, et cetera.
  
22              So page 11, the Demographic Assumptions are rates of
  
23   retirement, and they're at various ages and service levels.
  
24   Rates of turnover and rates of disability, which vary by male,
  
25   female, age and occupation, and mortality tables.  So what we
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 1   did -- and this is a really kind of high-level analysis.  We
  
 2   were not trying to replicate the experience study.  This is
  
 3   just kind of a test to see, okay, how reasonable are those
  
 4   assumptions?
  
 5              So for each of the retirement rates, the termination
  
 6   rates, and the disability rates, we took the expected
  
 7   retirements -- and this is for the 2017 data.  So it wouldn't
  
 8   be every single year, but it gives you an idea, you know, of
  
 9   the current population.  The current assumptions would have you
  
10   expecting about 11 fire retirements a year, 25 police, 73
  
11   municipal, a total of 109.  The actual average over the past --
  
12   you know, for all the years that were in the experience study,
  
13   over the last few valuation reports was about 21 per year for
  
14   fire, 31 for police, and 82 for municipal.  So slightly higher.
  
15              Now, there were some changes made to the retirement
  
16   rates from the experience study done by Mockenhaupt, and we
  
17   agree with those changes.  But this tells me you may want to
  
18   take another look at that, you know, for the next experience
  
19   study to see if people -- to see if that trend continues.  Are
  
20   people really still retiring younger or not?
  
21              Expected retirement age.  This is a simple
  
22   calculation you can do based on a table of rates.  58 for fire.
  
23   Well, the actual average was 58.  Expected for police, 56.  The
  
24   actual average for those five years is 54, a little lower.  For
  
25   municipal, it was 62.  57 for EMS.  That's the expected.  We
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 1   don't have the actual for EMS because for the people that are
  
 2   retired we weren't sure if the indicators were reliable as to
  
 3   who is ERS because -- I mean EMS -- because once you're retired
  
 4   it doesn't matter too much.  You know, just the mortality rate
  
 5   is going to apply.  So those are the expected retirement ages.
  
 6              And then it also puts it into a little bit of
  
 7   context for you, you know, dealing with the plan.  Obviously,
  
 8   this is your plan.  You know, do those numbers make sense?  You
  
 9   know, so if you look at that and say, "Wait a minute.  No.
  
10   People are retiring much later than that," then you ask the
  
11   actuary to take a closer look at it.
  
12              Expected terminations per year, in total 93.  The
  
13   actual average has been 96.  Pretty close.  And these are all
  
14   based on the new assumptions.
  
15              Expected disabilities per year, 19 versus 11.  So
  
16   we're expecting a lot more than is happening, but that's a
  
17   really small number for credibility.  So that 19 versus 11
  
18   doesn't concern me at all, but the retirements is probably
  
19   worth looking at at some point.
  
20              The last paragraph on that page addresses the
  
21   mortality assumption.  And, basically, we're saying that it's a
  
22   good assumption.  It's a conservative approach because there's
  
23   generational projections worked into that.  As -- as you might
  
24   hear later today, there are new tables that are going to be
  
25   coming out and maybe people living longer than we thought.  But
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 1   for now, we had no problem with the mortality assumption.
  
 2              All right.  So a couple parts left, Review of the
  
 3   Actuarial Calculations.  In the beginning, I showed you a
  
 4   couple of numbers.  It was the total accrued liability, total
  
 5   normal cost, report numbers versus our numbers.  Now we're
  
 6   going to break those down a little further and show you plan by
  
 7   plan.
  
 8              And it's kind of the same story for all of them in
  
 9   that when we look at the accrued liability, we're not only
  
10   looking at it plan by plan but we're looking at it status by
  
11   status.  So if you look at page 13 -- and it's the first one
  
12   with the orange and blue graphs there -- for active status --
  
13              And I have to apologize.  The numbers in the table
  
14   below are actually reversed.  Like in the graph, the audit is
  
15   first and then the valuation report is the orange one to the
  
16   right.  In the table, it's the other way, so it should have
  
17   been labeled -- it's labeled in the report.
  
18              So for our audit, we came up a little bit lower on
  
19   the active accrued liability for fire, really close on the
  
20   retired, disabled, and beneficiary accrued liability.  In
  
21   total, we were lower by almost 3 percent, and we thought,
  
22   considering the other plans were all even closer, that was not
  
23   an area of concern.
  
24              The funded ratio, you know, we would have calculated
  
25   something a little bit higher than what was in there.  Again,



Ross Reporting Service
724-695-3911

38

  
 1   these are not material differences.
  
 2              The difference in active accrued liability, the left
  
 3   side of the graph, for fire, is probably the biggest difference
  
 4   we found for any group, for any status throughout the whole
  
 5   evaluations.
  
 6              For example, if you turn to the police page, we came
  
 7   up a little bit lower there for actives, slightly lower.
  
 8   Really, really close for all the other statuses.  And we were
  
 9   within a percentage and a half for total liability.  The
  
10   funding ratio, you know, would have been slightly higher.
  
11              The municipal plan, almost the same story.  We had
  
12   to consolidate some of these status codes because it's a little
  
13   more complicated with the medical benefits in the plan.  It was
  
14   easier to consolidate them.  So a similar story, you know, we
  
15   came up a little bit lower in the active accrued liability, and
  
16   the other one is pretty close.  And that one was within
  
17   1 percent on the accrued liability, so no material differences
  
18   there.
  
19              As I pointed out in the beginning, all the
  
20   calculations that an actuary does are based on the accrued
  
21   liability, which we just looked at, and the normal cost.
  
22              So what we're looking at on the next three pages,
  
23   starting with 16, is the normal cost, which is in a graph at
  
24   the bottom.  It says "Normal Cost Comparison."  We compared
  
25   retirement benefits, which is always going to be the lion's
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 1   share of the liability and the cost for the retirement plan.
  
 2   But there are also ancillary benefits, which there's a little
  
 3   footnote above that it includes disability, termination, death
  
 4   benefits.  So there's a cost for them.  And it's going to be
  
 5   lower than the retirement cost, but we want to make sure
  
 6   they're both being calculated correctly.  And, as you can see,
  
 7   we came pretty close here.
  
 8              When you end up 1 percent lower on the liability and
  
 9   maybe 1 percent lower on the normal cost for a plan, your total
  
10   cost calculation might be a lot more than 1 percent off because
  
11   they're leveraged.  The accrued liability is leveraged by
  
12   whatever assets that are funded.  The normal cost and the total
  
13   normal cost is leveraged by whatever the employees are
  
14   contributing.
  
15              So our total cost contribution for fire, we ended up
  
16   about 4 percent lower.  The -- so there's kind of a
  
17   recommendation embedded here.  We like to have it shown like
  
18   this where there's the total actuarial contribution in the
  
19   right column that's our number 27.545 million.  Then there's
  
20   the expected employee contributions, which is a negative, and
  
21   then there's the net amount.  And then there's a percentage of
  
22   payroll net amount.  So that's -- I think that's -- that way
  
23   makes sense to display these numbers.
  
24              A similar story for police and municipal.  The
  
25   police, normal cost calculations all very close.  The total
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 1   contribution only a couple percent lower.  And, again, we have
  
 2   the employee contributions offsetting the total.
  
 3              Yes?
  
 4              MR. SICURO:  Am I misunderstanding something?  You
  
 5   show on the fire it's a negative employee contribution but not
  
 6   on the police.  Is that a mistake?
  
 7              MR. STUMP:   "Mistake" is a strong word.
  
 8              MR. SICURO:  Error.
  
 9              MR. STUMP:   It's an offset to the total, so it --
  
10   to be consistent, it should either be positive in places and
  
11   subtracted or it should be negative and added.  But it is an
  
12   offset.
  
13              MR. SICURO:  Okay.
  
14              MR. STUMP:  So, yes, it should be the same in both
  
15   places.
  
16              MR. SICURO:  Thank you.
  
17              MR. STUMP:  And I'm actually going to look at the
  
18   report and see.
  
19              MR. SICURO:  And, obviously, the same as the
  
20   municipal.  They all should be the same.
  
21              MR. STUMP:   Yes.  Let me see what we did in here.
  
22   Yeah.  Yep.  It's an offset, so it's either -- it's either
  
23   positive and you're subtracting or it's negative and you're
  
24   adding.  But the bottom line is correct in all of them.
  
25              In the municipal plan, we were almost spot-on with
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 1   the normal cost calculation that you see in the graph on
  
 2   page 18, the left part of the graph especially, and very close
  
 3   in the total contribution.
  
 4              So that answers the question, that last section, of,
  
 5   you know, did the actuary do what they said they did?  Well,
  
 6   yeah, I mean, not only did we get essentially the same answer
  
 7   in total; we got the same for each plan and we got the same for
  
 8   each benefit within each plan.  So we -- we dug down pretty
  
 9   deep there and didn't find any cause for concern.
  
10              Then we get into the issue of, well, you know, is
  
11   there room for improvement?  Well, we talked about the asset
  
12   smoothing.  I think there's some room for improvement there.
  
13   We talked about the retirement assumption.  And I'll recap all
  
14   these recommendations at the end of this.  We talked about, you
  
15   know, just keeping an eye on the return assumption every time.
  
16              But then there's this alternative cost calculation
  
17   we're showing on page 19, which is also in the full report.
  
18   And the basis of this is -- you know, when you look at the
  
19   history of the plan assets since the parking proceeds were
  
20   taken into account, I completely understand.  It's spelled out
  
21   in the CAFR why it was done the way it was done.  Here is the
  
22   present value of the parking proceeds and it was tracked.  I
  
23   heard earlier it's 299 million now.  You know, so that's
  
24   counted as a plan asset.  The funding ratio is a little higher
  
25   because of that, and it accomplished the goal it was intended
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 1   for.
  
 2              However, you can't pay benefits with those assets
  
 3   until they're in the fund.  So if the fund had no money and you
  
 4   have 300 million in present value of the parking proceeds,
  
 5   you're not getting that 300 million today.   And I didn't
  
 6   review -- we didn't review the present value calculation.  We
  
 7   took that for what it is.  It didn't seem unreasonable.
  
 8              But if you were starting from scratch -- and so I
  
 9   talked to all the actuaries in our firm.  I said, "If you were
  
10   starting from scratch and you knew about this arrangement, how
  
11   would you do it?"  And they all agreed you should do it this
  
12   way.  So what we did here is described at the top there.  The
  
13   current method is just take that 299 million and just say,
  
14   "Okay.  That's assets."  So it's just an asset of the fund, and
  
15   we'll do all the calculations based on that.
  
16              The alternative way is exclude that.  Exclude all of
  
17   those assets from the asset value because it's not there yet,
  
18   but you do get credit for it.  So every year there's an
  
19   expected amount of parking proceeds coming in.  Right?  There's
  
20   a contractual obligation for that.  And you could do the
  
21   calculation year by year and see how the actuarial cost comes
  
22   out.  Now, I'm not calling for a change in the method, but I
  
23   think this is something you should keep track of.  And if you
  
24   see over a number of years that the contribution this way is
  
25   higher than the contribution the other way, you might want to
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 1   think about a change there.
  
 2              So what we did here was -- the top section of those,
  
 3   the blue graphs -- we took the actuarial accrued liability from
  
 4   the reports.  That's the -- those are the Mockenhaupt numbers
  
 5   there.  We took the plan assets without the adjustments and
  
 6   took the unfunded liability that way.  Obviously, it's a lot
  
 7   higher.  Well, when you have an unfunded liability that's a lot
  
 8   higher there, you're going to have a higher cost because the
  
 9   amortization cost is going to be higher.  And that's what's
  
10   spelled out in the actuarial cost graph below.
  
11              So this would be -- the way you would start from
  
12   scratch, this would be the way you would do it.  Take the total
  
13   normal cost, employee contributions, all those negatives.
  
14   Those offset, and you get a net employer normal cost.  That
  
15   takes you up to line 3 there.  Nothing is different so far.
  
16   That's just -- that's just the way we would do it.
  
17              The amortization would be different, though, because
  
18   instead of having the unfunded liability that's in the
  
19   $400 million range, now it's 897 -- or in the $500 million
  
20   range, it's 897.  So that's the amount you're amortizing.  And
  
21   the whole point of going through this exercise for us was we
  
22   wanted to see if you use this approach, how far off are you
  
23   from what's, you know, actually being computed for the cost.
  
24   And it is pretty far off for now.  From what I understand, the
  
25   parking proceeds are increasing significantly going forward, so
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 1   you may not see that big of a difference.  However, I still
  
 2   believe it's worthwhile to look at it this way, either as just
  
 3   a side project or just maybe part of the valuation.
  
 4              MR. SICURO:  Greg, just to follow along with what I
  
 5   believe you're showing us, if we were to recalculate this in
  
 6   that fashion -- and maybe that's the wrong word, recalculate --
  
 7   it would have a net result of a $22 million increase in the
  
 8   employer's contribution?
  
 9              MR. STUMP:  Right.  And part of that is because
  
10   the -- I guess you could say the parking proceeds were a little
  
11   bit backloaded, smaller amounts in the early years, larger
  
12   amounts later.  And so this is one of the smaller amounts, so
  
13   it's not surprising that you're going to end up with a higher
  
14   result.  If you do it next year, you may end up a lot closer.
  
15              Does anybody have an idea?  What are we?  Double?
  
16              MR. WESNER:  So it's going to be 26.
  
17              MR. LAMB:  Double.
  
18              MR. WESNER:  Yeah, it's double.  It's 26.
  
19              MR. STUMP:  Double.  So the difference will be a lot
  
20   lower.
  
21              And this is -- this is a simplified way to do that.
  
22   We're just putting the idea out there.  And the way it's
  
23   simplified is instead of calculating -- recalculating every
  
24   amortization base, we just said, "Okay.  We'll just take the
  
25   additional unfunded liability and divide it by the same
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 1   weighted average amortization factor that's already in the
  
 2   valuations."
  
 3              Advantages.  You know, at the bottom there, this is
  
 4   the rationale.  You know, we're not just trying to complicate
  
 5   things.  It provides a clear picture of the funding status and
  
 6   availability of funds.  I mean, those funds that you're
  
 7   counting as assets are -- you can actually use to pay benefits.
  
 8              And, two, it's more closely aligned with the actual
  
 9   funding mechanism, which is, that money comes into the fund a
  
10   little bit each year.  I mean, not that 26 million is a little
  
11   bit, but, you know, it comes in some each year.
  
12              MR. SICURO:  Okay.
  
13              MR. STUMP:   So consider that an idea for further
  
14   investigation, if you would like.
  
15              The last part of this, and the most important part,
  
16   I would say, is the Funding Outlook.  One of the things I -- we
  
17   concluded in the beginning was, you know, you don't have a
  
18   clear picture of the funding outlook.  So I would say this is
  
19   something you want to do every year or at least every
  
20   valuation, which is every two years.  Look at funding outlook.
  
21   What are we set up for?
  
22              And so what we have on the next page is two graphs.
  
23   Now, these are -- as pointed out in the report here, these are
  
24   for the fire fund.  You would get a similar result if you put
  
25   all of them together or if you did each one individually, so we
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 1   didn't feel like putting all of them in there.  This tells the
  
 2   story.
  
 3              So if we look at just the fire fund, if you take the
  
 4   actuary's recommendation and contribute the recommended amount
  
 5   year after year after year, the picture looks good.  You see
  
 6   from 2018 to 2041 that unfunded liability goes from over 200
  
 7   million all the way down to zero.
  
 8              MR. SICURO:  And that's barring -- that's taking
  
 9   away any other changes you mentioned before.  You just -- the
  
10   way we are now or --
  
11              MR. STUMP:   Yes and no.  It's taken the other
  
12   recommendations.  This is just going back to the baseline.
  
13              MR. SICURO:  Okay.
  
14              MR. STUMP:  You know, we're not changing -- we're
  
15   not --
  
16              MR. SICURO:  You didn't change anything else.
  
17              MR. STUMP:  Right.
  
18              MR. SICURO:  You just --
  
19              MR. STUMP:  We're not assuming you're going to adopt
  
20   any other changes we mentioned.  However, it's also what we
  
21   call the actuarial fantasy.  You get 7.25 percent exactly every
  
22   year, you know, until 2040.  Everybody dies exactly when
  
23   they're supposed to.  Everybody retires exactly when they're
  
24   supposed to.  In reality, if you fast-forward to 2042 and look
  
25   back, that line is going to be irregular.
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 1              But this is -- think of it as a weather forecast.
  
 2   This is just based on the best information we have available
  
 3   right now, and that's the forecast.  It looks good.  The
  
 4   funding goes all the way up to 100 percent.  Unfunded liability
  
 5   goes to zero.  It would be that way for all three plans.
  
 6              The cost as a percentage of pay, the ADC, actuarial
  
 7   determined contribution, as a percentage of pay, that dotted
  
 8   line, that's right off the right-hand axis, goes from its
  
 9   current level of over 40 percent of pay all the way down to
  
10   something less than 10 percent of pay.  That's where you're
  
11   going to see in any long-term projection if you're making the
  
12   full actuarial contributions.  Because what happens is when the
  
13   unfunded liability goes away, all you're left to pay is the
  
14   normal cost.
  
15              The green lines being that normal cost in the graph
  
16   increase over time.  That's not because there's anything wrong
  
17   with the funding.  That's just because everything is a
  
18   percentage of pay.  So if you expect people's pay to be higher
  
19   in 2040 than now, which we all do, then that normal cost is
  
20   going to increase.
  
21              The red lines represent the amortization, which are
  
22   in layers so it's a little bit irregular.  But you see that
  
23   once you get to 2041, it stops.  And that's the exact reason we
  
24   chose to go to 2042, because it shows you when the payments
  
25   will run out.
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 1              So that's what to do as -- as the title of the slide
  
 2   indicates.
  
 3              What not to do is -- going back to that 74 percent
  
 4   now.  Now, I'm not saying the City is doing this or even
  
 5   intends to do this.  So this is just a warning.  If you only
  
 6   contribute the minimum and if the minimum continues to be
  
 7   something lower than the full actuarial amount, then you could
  
 8   end up -- could -- end up with something more like this.
  
 9              It looks okay for a decade or so, and then the
  
10   unfunded liability takes off.  Why?  Because you're not
  
11   contributing enough to pay off that unfunded liability; in
  
12   fact, not even enough to pay the interest in some cases.  So
  
13   that's a scary-looking graph, and so that's what I warned you
  
14   against.
  
15              The other thing that would happen is the cost
  
16   projection would be exactly the same as the one we just looked
  
17   at.  But then every time there's that 26 percent shortfall --
  
18   74 versus 100 percent -- you would have another little payment
  
19   and another little payment.  And they would build up, as shown
  
20   at the bottom of that page, to the point where at the end of
  
21   that projection -- well, yeah, you've amortized everything that
  
22   was there before, but now, all these shortfalls, you're left
  
23   with $17 million more per year.  So you never get out of the
  
24   hole.  So, you know, when you dig yourself in a hole, the
  
25   number one rule is to stop digging.  That's basically what I'm
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 1   saying with those two graphs -- two sets of graphs.
  
 2              So the last part of this is just a snapshot of all
  
 3   of the conclusions and recommendations.  And they're presented
  
 4   in the full report just like that.  They look like that with
  
 5   the blue font, and they're at the end of each section.
  
 6              So for methods and assumptions, the conclusion is
  
 7   computation of the minimum amortization and the actuarial
  
 8   valuation of assets which further, you know, defers the losses,
  
 9   could put the systems at risk of underfunding.  Could.  I say
  
10   "could" because, you know, if the City keeps doing what they
  
11   did in '17, which is contribute the actuarial amount, you would
  
12   be okay.  But it could.
  
13              Change the actuarial value of assets method to
  
14   standard five-year smoothing.  That's our recommendation.  Korn
  
15   Ferry will have their own recommendation.  But that has some
  
16   advantages.  You don't defer losses for a whole decade.  But
  
17   five years, you're done with anything that happens.
  
18              The valuation report should spell out the net
  
19   recommended employer amount and clearly outline the
  
20   implications of instead contributing minimum amounts.
  
21              Most of the actuarial assumptions are within
  
22   reasonable -- reason and acceptable.  The retirement assumption
  
23   could potentially be revised again.  And that's what I
  
24   mentioned, the retirement -- number of retirements.
  
25              Review the investment return assumption and disclose
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 1   a rationale for this rate, including the underlying inflation
  
 2   and analysis by asset class.  That's just a good transparent
  
 3   way to come up with that assumption.
  
 4              Consider analysis of pay increases based on service
  
 5   level.  That's what I showed with those graphs that had the
  
 6   little --
  
 7              Data Recommendations.  I haven't talked about this
  
 8   yet today.  This is one page in our report.  And these are
  
 9   really -- it's kind of a wish list for the City to provide to
  
10   the actuary.  So it's not really, you know, something that the
  
11   actuary did within their report.  We just found out through --
  
12   you know, I talked to Dave a little bit about some of the data.
  
13   I talked to some of the people here, the different departments,
  
14   and just realized, well, let's try to improve the database over
  
15   time.  And that's -- I think Jason will probably agree with
  
16   that, and he'll talk about it.
  
17              But, you know, there's no information on benefit
  
18   option elections, so -- you know, there's an assumption used,
  
19   which is fine, but it would fine-tune it a little to have that.
  
20              No information on employee optional contributions
  
21   for the police and fire systems.
  
22              No data on purchased service.  And from what I
  
23   understand, that's difficult to obtain.  And so that may be a
  
24   matter of doing a study to see if there needs to be some kind
  
25   of load in there for that.  Because the person I talked to
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 1   here -- and I forget who it was -- they said, "We really don't
  
 2   find out until they retire."  So, you know, if that's it,
  
 3   you're just not going to have that data.
  
 4              There's no beneficiary information.  Dates of birth
  
 5   would help.  There's an assumption for dates of birth, but, you
  
 6   know, it's not a uniform.  You know, the average might be
  
 7   exactly what the assumption is, three years -- a man, you know,
  
 8   three years older than a woman.  But it could be a spread of
  
 9   ten years younger, a couple years older in some cases.  So it
  
10   helps to have that.
  
11              There's no data for post-retirement death benefit
  
12   election for municipal system.  So that's an option in the
  
13   plan, according to the plan summary, but we didn't know who had
  
14   it.
  
15              So, again, that's kind of a wish list, and you'll
  
16   hear more about that.
  
17              Contributions.  And this is the last page.  And this
  
18   is something I've already said a few times, but, you know,
  
19   minimum contributions could undermine the funding of the
  
20   system, so focus on the recommended amount, not the minimum.
  
21              And I think I already read the first one.
  
22              And the second recommendation goes back to that
  
23   parking proceeds issue.  You know, compute the actuarial cost
  
24   with the actual fund assets, treating the parking proceeds as
  
25   additional contributions on a year-to-year basis.  So you can
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 1   do it in addition to or just kind of overhaul the whole method
  
 2   and do it that way going forward.  And that is it.
  
 3              So, as I mentioned, I know you didn't have a lot of
  
 4   lead time with this.  I'm available -- you know, our report is
  
 5   done, but I'm available to answer any questions you have.  I'm
  
 6   available if you want me to come to a meeting again and talk
  
 7   about it.
  
 8              But thank you for your time today, and I enjoyed
  
 9   working with the City.
  
10              MR. SICURO:  First of all, I'd like to say thank you
  
11   for presenting this.  I've found it to be much easier to
  
12   comprehend than -- sometimes you have -- you get other
  
13   actuarial reports that are a little more difficult.  I did have
  
14   time to go through the report somewhat this morning.  But I
  
15   think if anybody has any questions now, we can ask them.  Or if
  
16   we want to follow up maybe later on and there is value to ask
  
17   you to come back, we'll do that.  I guess we'll determine that
  
18   based on anybody's questions.
  
19              So at this time, does anybody have any more
  
20   questions on the report?  No?
  
21              All right.  Thank you very much.
  
22              MR. STUMP:   I'll still be here.  I'll listen to
  
23   Jason.
  
24              MR. SICURO:  All right.  Next up we have Korn Ferry,
  
25   presentation of the valuation replication.  And I believe
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 1   there's three -- or is there just two of you guys?  Did two of
  
 2   you guys come up?  Three?
  
 3              MR. MOWERY:  Well, let's see.  It's going to be
  
 4   tight in that one chair.
  
 5              MR. SICURO:  Well, we can pull another chair up.
  
 6   Trust me.
  
 7              MR. MOWERY:  We like to say we have a close
  
 8   consulting relationship.
  
 9              MR. SICURO:  Do you want another chair over there?
  
10   We have one here.
  
11              MR. FINE:  Okay.
  
12              MR. SICURO:  We won't make you sit on each other's
  
13   lap.
  
14              MR. FINE:  Does everybody have a copy?  There's
  
15   plenty if anybody else wants a copy.  It's easier than lugging
  
16   them back.
  
17              MR. MOWERY:  First, it's a pleasure to be here with
  
18   all of you.  My name is Brent Mowery.  This is my colleague
  
19   Jason Fine and, over there, my colleague Kyuman Lee, generally
  
20   known as "Q."
  
21              MR. LEE:  Yes.
  
22              MR. MOWERY:  First, I just wanted to offer some
  
23   empathy to have back-to-back actuarial presentations of the
  
24   duration of this.  You may have an hour or more of straight
  
25   actuarial, so -- does anyone have some NoDoz so we can -- we're
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 1   going to do our best.  I think Greg has set the bar high with
  
 2   his enlightening presentation, and we're going to try to
  
 3   enlighten you further.
  
 4              This is our first time -- as, you know, you well
  
 5   know, this is our first time presenting before this Board.  And
  
 6   Jason was on the phone, I think, for the June meeting, but
  
 7   first physical appearance.
  
 8              And I just want to express the delight we have in
  
 9   having been named your new actuary recently, and we look
  
10   forward to this being a super long relationship.  The contract
  
11   is two years for sure, but the length of time that we hope to
  
12   be working with you goes way beyond that.
  
13              We're lucky to have some really long-term clients.
  
14   In fact, I would say five -- maybe my five largest clients,
  
15   we've got relationships that go back to when I joined the firm
  
16   19 years ago, and they were around for some years before I
  
17   became involved.  We want to make you guys that kind of client.
  
18              The State of Pennsylvania, it's kind of a unique
  
19   story that we're -- our firm and predecessors are the only-ever
  
20   actuary for the State of Pennsylvania Employees Retirement
  
21   System, a system that began in 1923.  So that's a huge deal.
  
22   We work really hard for -- not just for the State of
  
23   Pennsylvania but all these clients that have stayed with us all
  
24   these years to please them, to be responsive to them.  That's
  
25   the secret formula.  No big secret.  We've been keeping them
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 1   happy, and that's our aim, to keep the City of Pittsburgh happy
  
 2   from this date forward.
  
 3              And we're just now under contract, you know, which
  
 4   means we get to bill.  But we will certainly be doing a list of
  
 5   services that I'm going to mention in just a few moments.  And
  
 6   you know about what those services are; it's the services that
  
 7   David and Mockenhaupt have done for many years essentially.
  
 8   We're picking up and carrying forward, and, you know, we aim to
  
 9   please.  That's our plan.
  
10              The presentation in front of you is what we're going
  
11   to go through and with emphasis on certain sections here.  That
  
12   very back appendix part, you know, how you can learn more about
  
13   Korn Ferry, we're not going to take you through that.  You
  
14   know, you can never -- you can never have enough knowledge
  
15   about our firm and our capabilities, so, you know, that's for
  
16   take-home reading if things get really slow at home.
  
17              Let's go to the second page, the agenda.  I'll just
  
18   talk briefly about what we're going to cover.  I'm doing the
  
19   intro now.  I'm going to kind of set things up for my colleague
  
20   Jason to talk about transition.
  
21              So the transition we're talking about is the work
  
22   we've done since the point where you named us as your new
  
23   actuary to today where we haven't issued any invoices, but
  
24   we've done a ton of work.  And it's basically getting into
  
25   position to being able to effectively be your actuary.  These
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 1   things can't happen overnight.
  
 2              So we took David's most recent valuations and
  
 3   replicated them because we need to get to a position similar to
  
 4   what they were in as they did their last valuations, and I'm
  
 5   going to let Jason tell you some more details about that.  I'll
  
 6   carry on with this agenda just a moment longer.
  
 7              The review of plan financials is just to take you
  
 8   through some of the highlights of the position the plans are in
  
 9   right now based on the most recent valuation.  And then the
  
10   topic -- trends and hot topics, to the extent we have time,
  
11   we're going to talk with you a bit about that, some things that
  
12   we kind of see on the horizon that could have impact in the
  
13   near future.
  
14              Now, there is not on this agenda a topic that maybe
  
15   I would call 1B.  1A is Introduction.  That's what I'm doing
  
16   now.  1B, I'm going to cover.  And that's going to be an
  
17   initial reaction to the Boomershine recommendations.  As I
  
18   heard what you just heard, I want to react a little bit.  We
  
19   actually talked about it over lunch.  We haven't had the
  
20   information any longer than you folks, so we still need to dig
  
21   into it a bit more.  But I want to give you an initial reaction
  
22   because I do believe they've identified some things that do
  
23   need future attention.
  
24              Okay.  Let's move on now.  Introduction.  Less
  
25   attractive than that young lady at the introduction page are
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 1   the three characters on the next page here with you.  And so
  
 2   it's Brent, Jason, and Q.  And I don't think I did that in the
  
 3   right order because Q is actually our boss.  I'm sorry, Q.  Q
  
 4   and Jason and Brent.  But we have a good bit of experience
  
 5   providing services for public entities that we will certainly
  
 6   employ and apply as we serve the City of Pittsburgh, and you
  
 7   can read about that under our pictures there.
  
 8              But the game plan related to our team is we are
  
 9   three senior members of the team.  The team that we presented
  
10   in our proposal to the City had closer to ten people on it.
  
11   Those ten people are still our team, but we haven't brought our
  
12   whole team.  We brought kind of the lead people on pensions.
  
13              MR. FINE:  And, Margaret, you'll notice I changed my
  
14   picture for this time.
  
15              MS. LANIER:  Uh-huh.
  
16              MR. FINE:  Last time, she claimed it was my high
  
17   school yearbook photo, so I thought, "Oh, I guess I better
  
18   update this."
  
19              MR. MOWERY:  So, you know, as you might notice,
  
20   those pictures there, we're all a bit more attractive than we
  
21   are in person.  We've had our art people do some air-brush
  
22   work.
  
23              MS. LANIER:  Photoshop.
  
24              MR. MOWERY:  Right.  Whatever is needed.
  
25              So three months from now when the next meeting of
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 1   this group happens, you'll see at least two of us.  And we'll
  
 2   be kind of steadily reappearing at the pension board meetings
  
 3   going forward.  I believe in November there is a meeting more
  
 4   related to the OPEB, so there will be a different player here
  
 5   to present then.  But we are basically the folks that are
  
 6   expecting to be contacted by the City as needs arise, and we'll
  
 7   be the leaders of the ongoing recurring efforts for the City.
  
 8              So let's go to 5 there, Recurring Services, and on
  
 9   the next page, Special Services.  Just -- I'm not going to take
  
10   you through these lists, but these are basically what was in
  
11   the RFP in terms of identifying the areas of service that are
  
12   needed.  Right up our alley, we do these things for lots of
  
13   public entities.  You might be aware that we are super active
  
14   in Pennsylvania.  I think we surpass what most of our
  
15   competitors have in the way of a book of business in
  
16   Pennsylvania with one of the two statewide systems being our
  
17   client.  50, or so, of the 66 counties are our clients.
  
18              Maybe, Jason, you know a better number.  I was going
  
19   to say 15-plus municipalities, something.
  
20              MR. FINE:  Yeah.  More plans, too, because most
  
21   municipalities have multiple plans, like police -- like you
  
22   guys.  Police, fire, municipal.
  
23              MR. MOWERY:  So 15 times something, 2, 3.
  
24              So there's a lot of activity that we have our hands
  
25   in related to Pennsylvania public pensions.  And, you know,



Ross Reporting Service
724-695-3911

59

  
 1   again, we're delighted that Pittsburgh, at long last, is a
  
 2   client of ours now and plan on that being for the long term.
  
 3              Now, on this list I'll just mention government
  
 4   filings, MMOs.  As many of you are aware, this is the month for
  
 5   the pension MMOs to be finalized.  Jason will comment about
  
 6   that.  They're almost ready.  We're ironing out a couple
  
 7   wrinkles before those can be deemed final.  We want to get it
  
 8   right the first time -- that's for sure -- so we're working
  
 9   with Adam and others on finalizing MMOs.
  
10              At the bottom of the page, attendance at quarterly
  
11   meetings.  Here we are, so the first of many.
  
12              Let's just look at the second page, Special
  
13   Services.  As many of you know, especially Margaret, who was a
  
14   participant, yesterday we had a conference call to talk about
  
15   negotiation support.  And we have been asked to do some
  
16   actuarial analysis related to negotiations that are currently
  
17   going on.  And so it didn't take long.  We knew that was
  
18   coming.  We were asked to be ready in August to support you on
  
19   that type of analysis or consultation, so it's under way.  And
  
20   there's some challenging considerations that aren't going to go
  
21   away for a couple weeks.  It's going to be around.  And I would
  
22   guess that some of what's going on there will take us into
  
23   October potentially.  So we're happy to be engaged on those
  
24   matters.
  
25              You see other items on this list, many of which are
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 1   kind of a play-by-ear because they occur, but not on a regular,
  
 2   predictable basis.  And we're ready and able and expecting to
  
 3   be called upon to assist with these special services.
  
 4              I'm going to pass the baton to Jason to tell us --
  
 5   tell you about transition work that we are near complete with,
  
 6   but I'll just pause and say any questions related to the intro?
  
 7              Oh.  I'm forgetting my topic 1B.  Let me react a
  
 8   little bit.  It's not going to be very specific, but let me
  
 9   just react to Greg and Boomershine's audit commentary.
  
10              We think they identified some really good points.
  
11   We don't think they identified any invalid or, you know,
  
12   "forget about that one" type points.  So -- and when we've done
  
13   audits, we've done similar recommendations.  These are kind of
  
14   what I would call soft recommendations.  They aren't findings
  
15   of serious shortcomings of Mockenhaupt, but we do think that
  
16   every one of them deserves consideration.
  
17              Now, remember that we're going to be the folks that
  
18   do the 1/1/19 pension valuations.  And those are a ways off,
  
19   but there's -- that might be helpful with respect to some of
  
20   these recommendations where it would be good to have some time
  
21   to be able to communicate with you about our thoughts, our
  
22   recommendations.  Some of them might sync up closely to what
  
23   Boomershine has suggested.  Others might be a bit of a
  
24   deviation from what they're suggesting.  But we are going to
  
25   take those seriously and be sure that we address each and every
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 1   one.
  
 2              And some of it might take the form -- I think one of
  
 3   the last things Greg just talked about was data enhancements
  
 4   that might be good, might be helpful to the City and to your
  
 5   actuaries.  And so some of these we may encourage you to work
  
 6   with us to bring change about very early on because we feel --
  
 7   even before the 1/1/19 valuations, before you're gathering data
  
 8   for those, we think some changes could happen.  And maybe what
  
 9   we get in the way of census data will be enhanced because we
  
10   said, "Can you talk with your people who pull the data together
  
11   and identify" -- Can they get us this?  Can they get us that?
  
12   Maybe some of it is low-hanging fruit.  TBD.  But -- and that's
  
13   just one example.
  
14              Some of the other more significant recommendations,
  
15   like the asset valuation method -- well, changing that and
  
16   making some of the other changes that Greg discussed has cost
  
17   implications.  And those are considerations that, you know, we
  
18   can't ram down your throat.  We've got to tell you "Here's what
  
19   would happen if this action were taken, if this change were
  
20   made."  And, you know, let's -- we want you to have time to
  
21   react to it and consider the implications.
  
22              So I think I am not going to go more in depth on
  
23   that unless there's any specific aspect of what you just heard
  
24   from Greg that you'd like us to talk about.
  
25              MR. SICURO:  Thank you.
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 1              MR. MOWERY:  Okay.  Well, Jason, why don't you take
  
 2   it, and we can move along in the deck here.
  
 3              MR. FINE:  Good afternoon, everyone.  I'm Jason
  
 4   Fine.  I'm with Korn Ferry Hay Group.  I want to echo Brent and
  
 5   thank you very much for selecting us as your actuary.
  
 6              Before we start, actually, I would like to build on
  
 7   and comment on -- one of Greg's findings was the actuarial
  
 8   value of assets.  That was kind of what the State put out after
  
 9   Act 44 for relief.  And the problem is that it puts this floor
  
10   on there of market value, and Greg commented on that.  So
  
11   you're not letting your smooth value of assets go up and down
  
12   below market.
  
13              I actually have a client that uses that method but
  
14   has a corridor.  And right now, their -- actually, their market
  
15   value is below -- is -- let me say that right.  Their market
  
16   value is above actuarial, so they're actually using a value
  
17   below market in their valuation.  So, to me, that's a true
  
18   funding method that doesn't have any violations.
  
19              And Greg didn't actually mention the Actuarial
  
20   Standards of Practice.  That's -- one thing that we usually try
  
21   to live on is the Society of Actuaries, you know, that we're
  
22   going to abide by these guidelines called Actuarial Standards
  
23   of Practice.
  
24              And ASOP 44 kind of says that you need to use an
  
25   actuarial value -- a method, right, that is not biased.  Right?
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 1   And by putting a cap -- I'm sorry -- a floor of market value,
  
 2   right, you're kind of violating that ASOP.
  
 3              So we actually have some counties that moved to that
  
 4   method, and we're pushing to have them all move off of that
  
 5   method or, in my opinion, at least put the 80/120 corridor back
  
 6   on.  And I believe Greg mentioned that.
  
 7              So that's probably something we're going to discuss
  
 8   for the 1/1/19 valuation even before doing another experience
  
 9   study, which isn't due until the end of 2020, into 2021, as far
  
10   as looking at the other assumptions.
  
11              So I don't know if you guys want to comment on that.
  
12              MR. SICURO:  I think overall, maybe we'd like -- not
  
13   today, but at some point some of the recommendations that
  
14   Boomershine presented --
  
15              MR. FINE:  Right.
  
16              MR. SICURO:  -- to hear your thoughts after you have
  
17   more time to go through them --
  
18              MR. FINE:  Right.
  
19              MR. SICURO:  -- and where do you see that we go
  
20   forward.
  
21              MR. FINE:  Okay.
  
22              MR. SICURO:  Their recommendations were based on
  
23   what they viewed in the audit.  But, ultimately, as our actuary
  
24   moving forward, we want to know where you agree or disagree.
  
25   And I think it's important, if you disagree with some of these
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 1   things, that we understand why that you all disagree.  And
  
 2   maybe that could be shared with us even prior to the next
  
 3   meeting --
  
 4              MR. FINE:  Okay.
  
 5              MR. SICURO:  -- so we can have some time, if we need
  
 6   to, to discuss that.
  
 7              MR. FINE:  Sounds good.
  
 8              All right. So let's move along with the Transition
  
 9   Discussion, which begins on page 8.  So in March we were
  
10   contracted -- we were awarded, actually, the contract.  In
  
11   April we actually had an introduction meeting, and we knew that
  
12   there was a possibility, as Brent mentioned, of negotiations.
  
13   So there was some concern if we change actuaries, are we going
  
14   to be ready in time for union negotiations.
  
15              So what we had our firm agree to with the City is
  
16   that we would collect data and begin the transition even before
  
17   we were actually the actuary.  Because what I said was
  
18   transition is free -- basically free of charge.  We basically
  
19   kind of -- we have to replicate the prior actuary's results
  
20   before we can move forward.  And we usually don't charge -- we
  
21   never charge for that transition.  So since there's no fee
  
22   involved, we might as well just go ahead and move forward with
  
23   doing that transition process so that when we finally do have
  
24   the contract and we can begin actuarial work beyond that
  
25   transition, right, we're ready to rock and roll.  We're ready
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 1   to do your union negotiations and everything else.
  
 2              So we're there.  We're in good shape because now
  
 3   we're into August -- I mean we're into September.  We're in
  
 4   this August-to-December timeline.  The contract has been
  
 5   finalized.  Right?  We have -- we have our replications done.
  
 6   We're ready for union negotiations to do some cost studies, if
  
 7   we need to.  We're working on the OPEB valuation, and we're
  
 8   okay with now doing the 2019 MMO.
  
 9              One thing about the 2019 MMO is it's actually still
  
10   based off of the 1/1/17 valuation results because we have to
  
11   adopt it by the end of this month.  Right?  So what we want to
  
12   do is we want to replicate so that we can review Mockenhaupt's
  
13   valuation results to see if there was any findings.  Because
  
14   if -- that information has already been filed with the State in
  
15   the beginning of March.  So we're going to use -- based on our
  
16   replication and also Greg's audit -- Boomershine's -- there's
  
17   no serious findings, right, so we're going to use the results
  
18   that were filed with the State to develop the 2019 MMO.
  
19              So, really, all I need from you guys was -- is the
  
20   2018 estimate of the W-2.  We have it for the fire.  Right?  We
  
21   were provided something for the police and the municipal -- I
  
22   see Mr. Stimpson laughing -- and it's not accurate.  So I'm
  
23   working with Adam right now to get a better feel for what is
  
24   the actual W-2.  If not, I'm going to have to do some type of
  
25   estimate.  I did put something together today, so I'll share
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 1   that with you after we go through this presentation about what
  
 2   I expect for the 2019 MMO amounts to be.
  
 3              And the same thing as Greg said, if there's any
  
 4   questions, just shout them right out.  Let's keep this like a
  
 5   conversation.  We don't have to wait until the end.
  
 6              All right.  So if we turn to page 9, this is our
  
 7   replication results.  Right?  And, actually, what's interesting
  
 8   is if you look at Boomershine's results, we were actually
  
 9   pretty much right in the middle, like right between Mockenhaupt
  
10   and Boomershine coincidentally.
  
11              I don't have final municipal -- we did run it.  The
  
12   PVB was 1.12 percent off, and I'll explain what that number is.
  
13   But we don't have our -- I don't personally have my final stamp
  
14   of approval on it because I didn't want to put a number in this
  
15   report if I didn't complete my final stamp.  So that's the only
  
16   reason why it's not there.  But we have it run and it's close
  
17   and it's pretty much there.  I just want to do one more check.
  
18   And there might be a few more changes, so I didn't want to put
  
19   those numbers in there.
  
20              All right.  We're going to use our numbers to
  
21   develop what -- your GASB disclosure.  So you produce the 67/68
  
22   report at the end of every year.  Sometimes it's a roll
  
23   forward; sometimes it's based off actual to the roll forward.
  
24   But we have -- we're going to use our results for those reports
  
25   that are due at the end of 12/31/18.  Okay?
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 1              So PVB, what -- that number is actually present
  
 2   value of benefits.  That's the total promise.  So your actual
  
 3   accrued liability is your current promise.  As Greg even said,
  
 4   that's, you know, the current assets that you're going to need.
  
 5   But the PVB also takes into account future liability, a future
  
 6   promise that you're making to those active participants.  Okay?
  
 7   And then normal cost, as Greg has said, is your annual cost.
  
 8              All right.  So for police, the PVB at 1/1/17 was
  
 9   565.9.  And you can see we ended up with 560.2.  We were
  
10   exactly 1 percent off.  The AAL is the actuarial accrued
  
11   liability.  We were 1.12 percent off.  These are deemed
  
12   reasonable, right.  So, you know, what is -- what is
  
13   unreasonable?  Maybe if it's more than a few percent.  As Greg
  
14   said, maybe it's 5 percent.  So we didn't -- the fact that we
  
15   were within 1 percent, it's -- we found these reasonable, and
  
16   we don't feel that we have any findings based on what
  
17   Mockenhaupt produced.
  
18              What was interesting, though, was that both
  
19   Boomershine and us were a little lower on our active liability.
  
20   The inactives, we were spot-on.  But the actives -- and it
  
21   could be based on our understanding of the plan provision
  
22   versus what was actually valued with Mockenhaupt.  So we might
  
23   have one more discussion, if that's allowed.  If not, we're --
  
24   we feel confident with our numbers, especially enough to do a
  
25   cost study to find effects and be able to produce the 1/1/19



Ross Reporting Service
724-695-3911

68

  
 1   vals.
  
 2              So we're in good shape with the replication.  At the
  
 3   next meeting, we'll probably start to begin discussions to move
  
 4   forward with what we're going to need for the 1/1/19 vals, the
  
 5   80I's.
  
 6              As Greg mentioned -- and we're going to mention,
  
 7   too, we'd like to make some changes in the data process and
  
 8   what we're gathering.  Even if it's the beginning process of
  
 9   that, well after I'm retired and all of us here are retired
  
10   that the new Board and the new actuaries have a process in
  
11   place and, eventually, they're going to have exactly what they
  
12   need.
  
13              MR. SICURO:  Now, you're referencing the things they
  
14   talked about, like the service increments that are purchased,
  
15   service time is purchased, gathering that information.
  
16              MR. FINE:  Yes.  Yes.  I mean --
  
17              MR. SICURO:  I think there could be some -- we could
  
18   help a little bit from the office side.
  
19              MR. FINE:  Perfect.
  
20              MR. SICURO:  We may not be able to project or do
  
21   anything as far as what somebody is going to do, but we can
  
22   show you historically what they have done.
  
23              MR. FINE:  Right.
  
24              MR. SICURO:  And that may give you some
  
25   understanding.  And the problem does come over -- if somebody
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 1   from the municipal side comes into fire and carries 15 years,
  
 2   you could assume they're going to buy all that.  But if they
  
 3   get hurt on the job, there's no need to buy any of it.
  
 4              MR. FINE:  Right.
  
 5              MR. SICURO:  So that's -- that's where the
  
 6   assumption is.
  
 7              MR. FINE:  That's why they wait.
  
 8              MR. SICURO:  You have to be very careful.  Well, you
  
 9   can't buy them in advance.  I don't know.  I can't speak to
  
10   police or, on the other end, on the municipal side.  For us,
  
11   you cannot buy them in the beginning.  You have to buy them at
  
12   the end.
  
13              MR. FINE:  Interesting.  Okay.  All right.
  
14              But, yeah, there was -- there was other data pieces.
  
15   But we'll get into that for the 1/1/19 valuation, which is not
  
16   really what this meeting is about.
  
17              So, again, we were within reason, and we feel
  
18   confident moving forward after our replication, so...  And I
  
19   was actually glad to see that Boomershine did a replication and
  
20   an audit of the 1/1/17 because I believe initially it was
  
21   supposed to be 1/1/15.  So I was very happy to see it was
  
22   1/1/17 because now we're comparing apples to apples.  That was
  
23   nice.
  
24              Again, this is, again, the data issues, starting to
  
25   collect additional pieces of information.  So we'll start
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 1   trying to collect this for -- starting 1/1/19 for the next val.
  
 2              Now, after this is Review of Pension Financials.
  
 3   It's, basically, just looking where you were at 1/1/17, right,
  
 4   and a few things we're pointing out.  And the assets are the
  
 5   actuarial value of assets.  And then the liability is actually
  
 6   what's referred to as that PVB, the present value of benefits.
  
 7   So your total liability is what's shown on this page.
  
 8              And what we wanted to point out was that 55 percent
  
 9   of your liability, your total promise, right, is being paid to
  
10   the pensioners, being received.  So you have pretty
  
11   significant, like, cash flow coming out of this plan, as
  
12   probably Jamie can attest to.
  
13              You don't have much deferred vested.  Usually, for
  
14   police, you don't have that.  Especially if they're close to
  
15   their 20 years, they're not going anywhere.  So very few, if
  
16   they have -- even if they're 45 and 20 and still have to wait
  
17   that five years, they're going to work, I mean, for the most
  
18   part.  You don't see too many of them that have 20 years leave
  
19   before they're 50.  That's why your liability is so small.
  
20   There's only 40 out of your total of 23-, 2,400 people.  And
  
21   you can see actives are about 42 percent of that liability and
  
22   VTs are only 3.  This is for the police plan.
  
23              And, I mean, you can see these numbers, too, so I
  
24   won't spend too much time.  Fire, right, again, it's the same
  
25   makeup.  It's -- 56 percent of the pensioners are making up the
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 1   liability versus 44 percent of the actives.  So it's a little
  
 2   heavy towards the inactive liability to the inactive
  
 3   population.  No VTs in fire.
  
 4              And then you have municipal.  Again, you don't have
  
 5   a lot of people terminated.  I guess once you have a good
  
 6   pension system you stay in it to win it.  So, again, about half
  
 7   your population on your municipal side is making up your
  
 8   liability.
  
 9              If we move on, we're looking at the funded status of
  
10   the plan, right.  You're about 56 percent funded across the
  
11   board; however, that does take into account those parking
  
12   revenue assets.  And that's -- something we'll probably want to
  
13   talk about going forward is the treatment of those assets and
  
14   does it make sense, right, as far as a contribution -- not for
  
15   funded status because we absolutely want to take into account
  
16   for funded status because it could lead to distress level
  
17   implications and a lot of problems.  That was really the remedy
  
18   to get you out of being severely distressed is that we're
  
19   earmarking those assets as pension assets.  All right.  So
  
20   we're not going to want to change around with funded status,
  
21   but we are -- we might want to change around with funding
  
22   policy and contribution.  So we'll talk about that at a later
  
23   meeting.
  
24              And firemen and municipal.  Fire is around the same
  
25   as police.  And the municipal, actually, is a little tiny bit
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 1   lower as far as the funded ratio.
  
 2              And if I'm moving too fast, please just yell at me.
  
 3              MR. MOWERY:  Jason?
  
 4              MR. FINE:  Yep.
  
 5              MR. MOWERY:  Maybe I can -- I'm not sure I heard it
  
 6   clearly.  It might have been Mr. Lamb or somebody made
  
 7   reference to levels of parking revenue that -- was it that
  
 8   they're on the rise?
  
 9              MR. LAMB:  Yeah.  The plan was -- it's around --
  
10   it's 13.4 million for the first five years, and then it goes to
  
11   26 million for the remainder.
  
12              MR. FINE:  Forever?
  
13              MR. LAMB:  Right.  Well, until --
  
14              MR. FINE:  Until --
  
15              MR. LAMB:  For the remainder of the term.
  
16              MR. FINE:  Yeah.  Right.
  
17              MR. WESNER:  It was a 30-year total.
  
18              MR. FINE:  It was 30 years?
  
19              MR. LEE:  Oh.  25 more years.
  
20              MR. MOWERY:   And that 26, these are all numbers
  
21   that are going to be established and fixed?
  
22              MR. WESNER:  Yeah.  We can share with you the
  
23   outside value.  There's a third-party valuation that's done.
  
24   So we can show you the cash flows.
  
25              MR. FINE:  Perfect.
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 1              MR. MOWERY:  Yeah.  We want to know more --
  
 2              MR. FINE:  2011 --
  
 3              MR. MOWERY:  -- about that present value
  
 4   determination than we do right now.
  
 5              MR. WESNER:  Yes.
  
 6              MR. FINE:  Right.
  
 7              MR. MOWERY:  Just to be -- you know, if we learn
  
 8   that the way that's calculated is, to some extent, a judgment
  
 9   call, we want to get our judgment in there too.  But it sounds
  
10   like --
  
11              MR. WESNER:  All fixed.
  
12              MR. MOWERY:  -- it's etched in stone.  Okay.  Well,
  
13   even still, I mean, maybe it needs to be unetched if, you know,
  
14   there's some potential weakness in, you know, the determination
  
15   of that number, whatever.  But, yes, we would be interested in
  
16   learning more about that.
  
17              MR. FINE:  Yeah.  Because I think one thing I'm
  
18   curious of is if we were to reduce, say, your discount rate
  
19   from 7 1/4 to 7, does that change the present value of the
  
20   parking revenue?
  
21              MR. WESNER:  The way it is calculated, yes.
  
22              MR. FINE:  It would?
  
23              MR. WESNER:  Currently the present value is
  
24   calculated with the actuarial rate as the discount.  So when
  
25   the rate went from 8 to 7 1/2 in the past --
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 1              MR. FINE:  Because it's --
  
 2              MR. WESNER:  -- it increased --
  
 3              MR. FINE:  It increases.
  
 4              MR. WESNER:  -- the value of the assets.  So it
  
 5   offset -- partially offset the increase in liabilities.
  
 6              MR. FINE:  Yeah.
  
 7              MR. MOWERY:  So we need to recommend 5 percent.
  
 8              MR. LAMB:  But at the end of the day, we're not
  
 9   changing what we're contributing.
  
10              MR. FINE:  Right.
  
11              MR. LAMB:  So, you know, we're contributing still at
  
12   the higher rate, so...
  
13              MR. FINE:  Got you.
  
14              MR. LAMB:  I mean, at least that's the plan.
  
15              MR. FINE:  Yeah.  No.  Because I noticed in the
  
16   1/1/11 valuation that's when it looked like the present value
  
17   was deposited into the plan because you have this humongous
  
18   amortization credit.  And I think that's -- what Greg was
  
19   alluding to was that, you know, maybe we should not take that
  
20   credit as part of our amortization.  Carve that proceeds out,
  
21   develop your MMO.  That's your true contribution.  And then
  
22   whatever you're going to -- if you're going to make that
  
23   26 million, that's -- that goes towards paying the MMO.
  
24              MR. LAMB:  That was -- but you have to remember,
  
25   that was all done as a result of Act 47 --
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 1              MR. FINE:  -4.  Uh-huh.
  
 2              MR. LAMB:  -- 44 and the 50 percent rule.
  
 3              MR. FINE:  Right.
  
 4              MR. LAMB:  And so it was -- it was done -- while it
  
 5   was for the purposes of Act 205 and Act 44, it is considered an
  
 6   asset of the fund.  Generally accepted accounting principles
  
 7   are not accepted --
  
 8              MR. FINE:  The GASB, it's not.  I saw that.
  
 9              MR. LAMB:  Yeah.  Right.
  
10              MR. FINE:  Okay.  All right.  Moving on.  We're on
  
11   page 18.  We're just looking at membership changes in police.
  
12   In the last three years, relatively the same, 2,400 total
  
13   people.  Even inactives, you know, as people retired, people
  
14   died, and then you rehired new police.  I mean, actually, the
  
15   active population is a bit up, from 883 to 929 as of 1/1/17.
  
16   So it looks like you were able to support hiring some
  
17   additional police officers into your plan.
  
18              Let's see.  With the fire, same thing.  You went
  
19   from 584 to 670, actually, actives.  Another increase.  So the
  
20   City was able to get approval to hire additional firemen.  So
  
21   things are moving up.
  
22              As for municipal, pretty much flat, staying the
  
23   same.  People -- probably still the same group of people from
  
24   1/1/13.  So that's where we are.
  
25              That was really what we wanted to talk -- we wanted
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 1   to talk about really that we finished our replication and we're
  
 2   ready for -- kind of an introduction.  So if there's any
  
 3   questions even about our firm, you know, feel free to ask,
  
 4   about my personal life, if you want, whatever you like.  And
  
 5   the rest is trends and hot topics.  We can quickly go through
  
 6   that, too, if there's no other -- if there's no questions at
  
 7   this time.
  
 8              MR. SICURO:  I think the only thing that I myself
  
 9   would like to see when you all produce these reports is that
  
10   you're considering the end-user reader of this document that
  
11   doesn't have the background that you have --
  
12              MR. FINE:  Right.
  
13              MR. SICURO:  -- that it's somewhat a little bit more
  
14   easy to read.  If I want to find something to fall asleep with,
  
15   I'll find some other type of document.
  
16              MR. FINE:  Right.  Well, that's what -- I think
  
17   before we do the 1/1/19 valuation, we're probably going to
  
18   bring up a sample report and have you look at it.  And then
  
19   also if you want to make any changes to that report, if there's
  
20   things that you'd like us to add to make your life easier --
  
21   whether it's a history or funded ratios or whatever, graphs you
  
22   would like to see in that report --
  
23              MR. SICURO:  Maybe we could discuss the draft when
  
24   you have it.  And when we're hitting you with a bunch of
  
25   questions, you can tell us there's an easier way to produce
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 1   that result.
  
 2              MR. FINE:  All right.
  
 3              MR. SICURO:  I don't know exactly how to tell you to
  
 4   publish it that makes it easier.  I can only tell you when I
  
 5   look at it, this is difficult to understand or difficult to
  
 6   read through.  Maybe you have the ideas of how you can change
  
 7   that --
  
 8              MR. FINE:  All right.
  
 9              MR. SICURO:  -- instead of the other way around.
  
10   All right?
  
11              MR. FINE:  That's the best part of the job, trying
  
12   to explain what we do.  That's why the actuaries have the
  
13   number one job.  I think there was a -- not Jimmy Fallon.  Who
  
14   is the other Jim on late night?
  
15              MR. LAMB:  Kimmel.
  
16              MR. FINE:  Yeah.  He goes, "Actuaries, the number
  
17   one job."  He goes, "What is this actuary with the number one
  
18   job?"  He goes, "That's what I want.  I want a number one job
  
19   where nobody knows what the hell I do."  Anyway...
  
20              So congratulations.  I guess give yourselves a pat
  
21   on the back from the exiting of Act 47.  However, that could
  
22   now lead to implications, right, with the union negotiations
  
23   and things of that sort, so let's get ready.  But the fiscal
  
24   restrictions are lifted.  I mean, it's a good thing.  You're
  
25   not really distressed in accordance with Act 44.  But we do
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 1   have, like I said, expiring union contracts, so there could be
  
 2   a request for benefit improvements, and we'll have to do a
  
 3   study to show support or not support of -- of those requests.
  
 4              So, I mean,  is there any concerns, really, at the
  
 5   table from the exiting of 47 that we're sharing?
  
 6              And, as Greg said, what I would mention is longevity
  
 7   trends.  That was -- that's the mortality.  People are living
  
 8   longer, right, as far as studies show.  What does that mean?
  
 9   That means, again, as Greg said, we're paying benefits out over
  
10   a longer period of time at increased costs.  Every time you
  
11   make one additional payment, that's one more payment coming out
  
12   of that pension fund that we're going to have to fund for.  So
  
13   there is a new mortality table on the horizon that's focused on
  
14   public sector, right.
  
15              And, I believe, Q, you said it was 145 --
  
16              MR. LEE:  45 million.
  
17              MR. FINE:  -- 45 million lives tested, right.
  
18              And I think one of the things that I believe I
  
19   recall hearing was that police are actually living longer than
  
20   expected, which was interesting.  Because a lot of times, we'd
  
21   use like a blue-collar table to reflect the fact that, you
  
22   know, police have a hard job and they weren't living as long.
  
23   But I think the results of that recent study was that they are
  
24   living longer.  So we may want to eventually move towards that
  
25   table since it's the closest resemblance of this type of plan,
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 1   but we'll discuss that at a later date.
  
 2              Is there anything you guys want to comment on on
  
 3   mortality?
  
 4              MR. LEE:  Yeah.  I'll just mention that when we do
  
 5   the experience study or review, your assumptions against your
  
 6   experience, this new mortality table that has just been
  
 7   published, I think, as of last week is going to be our
  
 8   reference table because that's based on, you know, the largest
  
 9   population that's representative of either safety employees or
  
10   teachers or, you know, general employees.  So depending on what
  
11   plan we're talking about, for police and fire we're going to be
  
12   using a safety mortality table as a reference table kind of
  
13   against your plan experience and see how much adjustment should
  
14   be made and if the plan experience says "No, no.  This is not
  
15   good."  Our Pittsburgh folks actually exhibit different trends.
  
16   That way it will reflect that.  So I just want to kind of add
  
17   that comment.
  
18              MR. FINE:  Okay.  And that's pretty much all we have
  
19   for you today.  The appendix is about Korn Ferry, about where
  
20   we started.  We used to be the Hay Group and were bought out.
  
21   And it gives you the whole history lesson of the timeline.
  
22   It's actually a cute little thing that we put together.  And
  
23   then the very last page tells us about the other services that
  
24   we offer.  If there's ever a need to do, like, a comp study or
  
25   something like that, it's something that we also handle.
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 1              MS. LANIER:  You're going to put your little
  
 2   elementary pictures back in there?
  
 3              MR. FINE:  You want my elementary picture?  You know
  
 4   what, I'll e-mail it to you, Margaret.
  
 5              MR. MOWERY:  One comment I might make on the
  
 6   periodic experience study.  Earlier in my career, experience
  
 7   studies for my pension clients were done every five years.  And
  
 8   in between those studies, there was rarely consideration given
  
 9   to an assumption change.  And while I'll admit, I'm talking
  
10   about the State of Pennsylvania, so a client that I've now been
  
11   involved with for 19 years.
  
12              And what occurred in 2008 was an eye-opener, and it
  
13   was also impetus to say "We can't wait until the next
  
14   experience study."  You know, "This is a big deal, and we
  
15   better talk about whether our assumed return needs to go down."
  
16   Next month.  I mean, not a year and a half from now when it's
  
17   time to do our every-five-year study.
  
18              So from that point forward, we modified our thinking
  
19   a bit as the actuary that needs to keep their assumptions fresh
  
20   and appropriate for all valuations, and we decided if something
  
21   occurs like a huge change in the markets, we need to take that
  
22   into account promptly.  And I mention this just because it is
  
23   true for economic assumptions there's a tendency for things to
  
24   occur that lead you to conclude "Our assumption may not be
  
25   right now.  It may not be as good as it could be."
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 1              Something like mortality, well, that is a kind of
  
 2   slower-moving trend.  So as these new studies come out, we want
  
 3   to take them into account, but there we rarely say, "Quick,
  
 4   let's, you know, change the mortality assumption before the
  
 5   next formal study."  Probably not going to happen, or we're
  
 6   haven't yet seen a reason for it.
  
 7              So I just wanted to mention that, that we kind of
  
 8   feel like the proper level of vigilance for the actuary to be
  
 9   sure their assumptions are fresh enough is pay attention to
  
10   developments in between those studies and sometimes bring to
  
11   your clients' attention that this has occurred and we're not
  
12   comfortable staying where we are.  Let's talk about it.
  
13              MR. FINE:  So the last thing I have is I actually
  
14   produced an estimate of the MMO.  The firemen's one, actually,
  
15   I believe, is final or can be finalized, so let's -- we can
  
16   start with the fire.
  
17              So what we did is we requested from the City an
  
18   estimate of the count, how many full-time, active firemen you
  
19   have.  And we also requested an estimated 2018 W-2 to use to
  
20   develop the 2019 MMO.
  
21              So does everyone have a copy of what says "Firemen's
  
22   Relief" at the top?  Okay.  It should say -- the first number
  
23   should be 55,142,523.  Okay.  That's the estimate of what we
  
24   expect any year -- 2018 W-2 to be.  The normal cost rate and
  
25   the administrative expense rate actually come from
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 1   Mockenhaupt's report, right.  What you do is you develop a
  
 2   normal cost and you divide it by, in 1/1/17, the 2016 W-2.
  
 3   Even though the normal cost is based off of what's referred to
  
 4   as pensionable compensation, for firemen, it does include
  
 5   overtime.  But for police and municipal, it does not, right, so
  
 6   they're different.  Even though you develop a normal cost off
  
 7   of what is pensionable compensation, you divide it by W-2 and
  
 8   then request W-2 and multiply that by the rate in your MMO.
  
 9              The reason why is every March you file this form
  
10   called an AG-385, and you're supposed to put every full-time
  
11   active fireman, right.  It's their date of hire, their employee
  
12   contribution amount, and what their W-2 actual was for the
  
13   year.  The Department of Auditor General is going to come in,
  
14   the Office of Finance and Budget Management, they come in to
  
15   audit.  And if that W-2 is materially off from what you used in
  
16   the MMO, right, they're going to report you as a finding.  All
  
17   right.  So you can't be materially off.  And that's why I had
  
18   to estimate today the municipal and police, because we don't
  
19   have an accurate W-2 figure.  It looks like -- what I was
  
20   reporting -- what I was given was actually pensionable
  
21   compensation.
  
22              And, I believe, Adam, you mentioned that there's a
  
23   change in your payroll system, so we're going to have to work
  
24   with them to develop the W-2 or do some type of better
  
25   approximations.  I do have sensitivity of how much overtime
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 1   from the last couple of data files are expected.  I'd rather
  
 2   not do that.  But if that's what we have to do and that's what
  
 3   will be consistent with going forward and make that a policy,
  
 4   we will.
  
 5              MR. RUFFOLO:  The police overtime is not included in
  
 6   the pension.
  
 7              MR. FINE:  Correct.  Right.  But, as I was saying,
  
 8   when you develop -- in Mockenhaupt's report, when they
  
 9   developed the normal cost, you divide it by W-2 and then you
  
10   multiply it by W-2 to get your estimated normal cost, right,
  
11   because if you divide it by pensionable compensation, you'd
  
12   have a higher rate than when we divide it by -- times it by
  
13   pensionable compensation.  But that's not what's defined under
  
14   Act -- in Act 205's funding rules and what goes on the AG-385,
  
15   what the PERC is going to use -- well, it used to be the
  
16   PERC -- is going to use to compare to see if there's, like, any
  
17   issue.
  
18              Because you can't -- they're going to think you're
  
19   playing games.  If -- let's say you have 90 million in W-2 and
  
20   we put 70 million in there.  They're like, "You shorted
  
21   $20 million times your normal cost rate of 10 percent.  It's
  
22   $2 million short on your contribution requirement."
  
23              They want to see that you're doing your due
  
24   diligence because, ultimately, you know, they're giving you
  
25   state aid.  And if you're not doing your share, right, they're



Ross Reporting Service
724-695-3911

84

  
 1   going to go, "We're not going to give you more."  That's
  
 2   basically the gist of it.
  
 3              MR. SICURO:  I don't think we've ever had any
  
 4   issues, to my knowledge --
  
 5              MR. FINE:  Okay.
  
 6              MR. SICURO:  -- in any of the findings from any of
  
 7   the reports when the AG has come in.  Because they do come in
  
 8   every year.
  
 9              MR. FINE:  Right.  Which is good.  And that's what I
  
10   want to avoid.  Exactly.
  
11              So if we look at the firemen, I took the
  
12   compensation that I was provided and timesed it by the normal
  
13   cost rate.  This is standard -- I mean, you'll see it -- you're
  
14   probably used to seeing something very similar from
  
15   Mockenhaupt.  The only thing I do a little different is I do an
  
16   estimate of what I expect to get in state aid.  So that is a
  
17   complete estimate number.  We will not know that number until
  
18   October of 2019, the end of October of 2019 when that rate is
  
19   determined and how -- they use the AG-385 for it, as well, to
  
20   get the count.  As you know, the firemen get two units; the
  
21   police get two units times that rate to get -- to develop your
  
22   state aid.
  
23              So all said and done, the MMO for fire for 2019 is
  
24   20.3 million, right.  I expected that you would get 6 million
  
25   based on the number of firemen that you have.  That means that
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 1   there would be an MMO requirement of 14.2.
  
 2              When I compare that to what it was last year, last
  
 3   year's financial requirement was 22 1/2.  And then we
  
 4   anticipate -- oh, actually -- I'm sorry -- it's 18.8 because
  
 5   you also have to subtract out employee contributions, which I
  
 6   did on the line above, on line 8.  So it's 18.8.  It went down
  
 7   to 14.2.  I'm sorry.  I'm looking -- yeah, Firemen's Relief
  
 8   2018, 54.3.  Yeah.   We're at 20.3 versus 18.8.  And that's --
  
 9   the reason why is because we're going from an estimated --
  
10   estimate of 54.3 million in 2017 W-2 to 55.1.
  
11              MS. LANIER:  So the contribution estimate is
  
12   correct?
  
13              MR. FINE:  Yeah.  So 20.3 has to get into the plan.
  
14   And that's from state aid and then the city money.  20.3.  So
  
15   I'm estimating that 6.147 because I believe the rate was
  
16   45.88 -- 45.88 for '17?  So it was that rate.  I just used the
  
17   same estimate from last time because that's the best we can do.
  
18   That's our best guess.  It's not a guarantee.  It can go down,
  
19   and it has at one point.  But, usually --
  
20              MR. SICURO:  Typically, it goes up.  Usually.
  
21              MR. FINE:  Typically, it goes up, yeah, in the
  
22   last -- since 1985 or whenever it was.
  
23              Okay.  So that's where we are with fire.
  
24              Now, what I did is I estimated police and fire --
  
25   I'm sorry -- municipal.
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 1              MS. LANIER:  Municipal.
  
 2              MR. FINE:  Thank you.
  
 3              So if we start with policemen -- does everyone have
  
 4   policemen?  It does say "Estimated" at the top.  For your 2018
  
 5   MMO, you used 72 1/2 million as your estimated W-2, so I
  
 6   estimated 75.  Again, you're using the same normal cost rate,
  
 7   the same administrative expense rate to develop your normal
  
 8   cost, your expenses, the same amortization, even, from the
  
 9   plan.  Actually, I think -- I think '17 you actually used the
  
10   1/1/15 valuation.
  
11              Right, David?
  
12              Yeah.  So, actually, this uses the '17 amortization.
  
13              All right.  So we're going -- the minimum obligation
  
14   is 15 1/2.  That's if we end up being around 75 million in
  
15   estimated state aid.  I mean -- I'm sorry -- W-2.  2018 W-2.
  
16              And last year, for 2018 -- for this year, it's
  
17   16,280,159 is the amount that has to get into the plan for the
  
18   police.  All right.  We're saying 15,445-, if you use
  
19   75 million, would have to get into the plan.  I would estimate
  
20   about 8.6 million coming in on behalf of the police, right,
  
21   leaving you with a City contribution that has to come from the
  
22   general fund of 6.847 million.
  
23              MR. SICURO:  That seems a lot lower than before.  Is
  
24   there a difference between fire -- I know the pensions are
  
25   different.  There's no doubt about it.  But it seems like
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 1   there's a drastic difference between the two, and I don't
  
 2   recall that from before.
  
 3              MR. FINE:  Well, I have 2018's --
  
 4              MR. SICURO:  Were they that much --
  
 5              MR. FINE:  So you have 2018 for fire, right.  As I
  
 6   said, the MMO was 18.871, and we're at 20.318.  That's going
  
 7   from 54.3 million to 55.142 million in wages.
  
 8              MR. SICURO:  That's fine.  We can move on.  If I
  
 9   find some, I'll --
  
10              MR. FINE:  Don't forget -- the '18 MMO still did
  
11   use, it looks like, the 1/1/15 valuation.  Yeah, it did.
  
12   Compared to using the 1/1/15 valuation.  So it's a different
  
13   valuation report.
  
14              And then the last one is municipal, right.  That's
  
15   for every nonuniformed employee and emergency.  So last -- for
  
16   your 2018 MMO, you had 89 1/2 million.  I kept it the same.  I
  
17   used 89 million until we get a better figure.  So your MMO is
  
18   about 14.5 million, you'll see on line 10.  That's taken as
  
19   normal cost, expenses, amortization, subtracting out member
  
20   contributions.  And then I would estimate state aid of around
  
21   7 million, leaving you with a net City contribution of 7 1/2.
  
22              MR. SICURO:  Okay.
  
23              MR. LEE:  So these are estimated or preliminary
  
24   figures, obviously --
  
25              MR. FINE:  Right.
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 1              MR. LEE:  -- to be updated.
  
 2              MR. FINE:  Yeah.  And, I mean, these have to be
  
 3   filed before, obviously -- actually, next week we're going to
  
 4   have to file them.
  
 5              So I'm going to be -- Adam, I'm going to be working
  
 6   with you, bud, on getting these done.
  
 7              MR. SICURO:  Anybody have any questions on that?
  
 8              MR. FINE:  But they shouldn't be too far off.
  
 9              MR. SICURO:  Do you have any more -- anything else?
  
10              MR. FINE:  No.  That was the last piece I have for
  
11   you guys.
  
12              MR. SICURO:  Does anybody else have any questions,
  
13   comments, concerns they would like to raise?
  
14              MS. MANUEL:  I'm just curious.  So going back to
  
15   your presentation on page 22, just for the fact of we're in
  
16   conversation regarding union contracts --
  
17              MR. FINE:  Right.
  
18              MS. MANUEL:  -- your "Careful analysis of cost
  
19   implications of any benefit changes must be performed."
  
20              MR. FINE:  Well, under Act 205, if you were to make
  
21   any change to the plan, you're required to do a cost study.
  
22   Okay?  I believe that's -- what that's saying is we're going to
  
23   have to price what the cost would be to the plan to make any
  
24   type of benefit change.
  
25              MR. LEE:  So if the union proposes a change to the
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 1   plan, if they want, you know, a higher benefit multiplier or
  
 2   they want something like -- you know, some basic retirement
  
 3   programs, as an example, then that custom analysis must be
  
 4   done.  Obviously, it has to be, you know, an accurate sort
  
 5   of -- you know, there's -- there has to be an accurate cost
  
 6   attached to that benefit proposal so you can understand what
  
 7   the cost implications should be.  And, you know, they may
  
 8   present some figures to you.  So, you know, we're just
  
 9   basically caveating here is that a careful cost analysis must
  
10   be done for any proposal --
  
11              MS. MANUEL:  I got it.
  
12              MR. LEE:  -- that's under way.  And, obviously,
  
13   that's required by Act 205 as well.
  
14              MR. FINE:  And one careful note that I'd actually
  
15   like to comment on, on your study is that the "Help/Hurts,"
  
16   right?  And if -- you said that if you retire -- what was
  
17   it? -- earlier, that it would hurt.  And then there was
  
18   termination.  If you terminate earlier, it could help.  But not
  
19   necessarily if it's a drop, right?  So I wanted to make sure
  
20   that we're careful that a drop, especially in the municipal
  
21   plan where you're -- once you hit your 20 years, you're getting
  
22   your 50 percent of your pay.  And, really, your only benefit
  
23   increase is a little bit of a service increment and additional
  
24   salary gain.  That the drop is a cost.  It's not neutral, and
  
25   it's not a savings to do an immediate drop.  And that kind of



Ross Reporting Service
724-695-3911

90

  
 1   is a little against what the "Help/Hurt" --
  
 2              MR. STUMP:  It's consistent.  It's consistent
  
 3   because entering a drop earlier is getting a benefit earlier.
  
 4   Cost more.
  
 5              MR. FINE:  Oh.  Retiring earlier.  Right.  I think I
  
 6   was -- I forget exactly --
  
 7              MR. SICURO:  You may not be separating earlier, but
  
 8   you are, in fact, retiring earlier.
  
 9              MR. FINE:  Right.  Right.  But for a police plan
  
10   where the benefit, once you hit your 20 years of service, is 50
  
11   percent of pay -- and if I'm there 21 years, it's 50 percent of
  
12   pay plus the $20 a month extra --
  
13              MR. SICURO:  Correct.
  
14              MR. FINE:  -- for each year up to 25 -- 25.  All
  
15   right.  So that little bit of amount -- like if a police
  
16   officer stays from 20 years to 21 years, you're probably
  
17   getting enough -- especially if he stays active -- you're
  
18   probably getting enough in state aid to pay for that little bit
  
19   of increase in benefit.  All right?  Where it's not the case if
  
20   they were to actually go out at 55 and 20, which is what you
  
21   might want to do under a drop.  They might say, "Oh, well, I
  
22   was going to retire at 53.  I'll go at 50 and 20 on my drop,
  
23   work three years, and" --
  
24              MR. SICURO:  I think anytime you are going before
  
25   the age that you are calculating your benefit based on that's
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 1   entering earlier than expected is going to have a negative
  
 2   impact on the pension liability.
  
 3              MR. FINE:  Right.   But let's --
  
 4              MR. SICURO:  If you have firefighters, which they --
  
 5   I believe Boomershine put at 58 was the average and you
  
 6   compared it to what Mockenhaupt put down was 58 --
  
 7              MR. FINE:  Right.
  
 8              MR. SICURO:  -- I assume the actuaries are using
  
 9   that average age to base their --
  
10              MR. FINE:  Correct.
  
11              MR. SICURO:  -- projections on.
  
12              MR. FINE:  Yeah.  You would have it go earlier.
  
13              MR. SICURO:  So if you leave in a drop at 57, even
  
14   one year early, it's going to have a negative impact on the
  
15   unfunded liability.
  
16              MR. FINE:  Right.  No.  But it's a little different
  
17   like if you had a county plan where they're continuing to
  
18   accrue every year of service, especially if you have 20 years
  
19   and then you go to 21 years, you got 21/20ths higher the
  
20   benefit.
  
21              MR. SICURO:  That's --
  
22              MR. FINE:  Every year of service, I'm getting that
  
23   much more, 2 1/2 percent.  Let's say it's 2 1/2 percent benefit
  
24   level.  2 1/2, 2 1/2, 2 1/2, that --
  
25              MR. SICURO:  Multipliers.
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 1              MR. FINE:  Multipliers.  Huge.  All right?  And if
  
 2   you go out three years earlier, well, now I'm not getting 7 1/2
  
 3   percent more of benefit.  I'm also not getting that salary
  
 4   gain.  Then it could actually be either cost neutral or even
  
 5   possibly a savings if we did a drop.  But not for a plan that's
  
 6   designed like a police or fire.
  
 7              So I just wanted to --
  
 8              MR. SICURO:  Or municipal.  You don't have
  
 9   multipliers in municipal.  Do you have multipliers?
  
10              MR. RUFFOLO:  We all lost that when Act 47 started.
  
11   We used to get the multipliers.
  
12              MR. FINE:  Oh.  Is that right?
  
13              MR. RUFFOLO:  Yes.
  
14              MR. FINE:  Okay.  So I'm not sure.  It could, an
  
15   immediate one, yeah.  I mean, I know there was some other
  
16   designs.  I think David even did one, like a deferred drop so
  
17   you couldn't go in until you work a certain amount of years, so
  
18   you're forcing that person to work longer than they might have
  
19   expected.  It's not as expensive.
  
20              MR. SICURO:  Understood.
  
21              MR. FINE:  Yeah.  If there's any other questions?
  
22              It was very nice meeting you guys.
  
23              MR. SICURO:  Thank you very much.
  
24              MR. FINE:  Look forward to seeing you again.
  
25              MR. SICURO:  Well, I'm sure we'll have more
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 1   discussions on how you guys have your reports presented so we
  
 2   can make it a little easier for us to understand going forward.
  
 3              MR. FINE:  Okay.
  
 4              MR. SICURO:  But thank you very much.
  
 5              Anybody else have any more questions for them?
  
 6              Gentlemen, thank you.
  
 7              MR. MOWERY:  Thank you.
  
 8              MS. LANIER:  Thank you.
  
 9              MR. SICURO:  All right.  Next on our list is the
  
10   presentation of resolutions which we have attached to our
  
11   package.
  
12              All right.  We have a resolution authorizing the
  
13   payment for professional services rendered by Frank, Gale,
  
14   Bails, Murcko & Pocrass, P.C., in the amount of $2,250.50 for
  
15   the months of April through July of 2018.
  
16              MR. LAMB:  Move to approve.
  
17              MR. RUFFOLO:  I'll second.
  
18              MR. SICURO:  Moved.  Seconded.
  
19              Any discussion?
  
20              All those in favor?
  
21              MR. HERBINKO:  Aye.
  
22              MR. LAMB:  Aye.
  
23              MS. MANUEL:  Aye.
  
24              MR. RUFFOLO:  Aye.
  
25              MR. SICURO:  Aye.
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 1              Against?
  
 2              Thank you very much.
  
 3              The next item on our agenda is the reminder for our
  
 4   scheduled meeting for December 6th, 2018, 1:00 p.m., here in
  
 5   the Mayor's Conference Room.
  
 6              And the continuation of business.  We had -- we had
  
 7   a discussion briefly once before of the remaining amount of
  
 8   $4 million in the emerging managers program.  There was
  
 9   discussion, to my recollection, of the new people wanting to
  
10   become members of our emerging manager program, which Frederick
  
11   had indicated we would have to put out a new RFP for.  I think
  
12   one of the issues we should put to bed, whether we want to do
  
13   that or not as a board with the remaining money.  So if --
  
14              I'd like to make a motion that we do not enter into
  
15   a new RFP and that money stays within the current managers that
  
16   we have within our plan.
  
17              MR. LAMB:  Given the performance of the one, yeah, I
  
18   agree with that.  They've done pretty well.
  
19              MR. RUFFOLO:  I'll second.
  
20              MR. SICURO:  Do I have a second?
  
21              MR. RUFFOLO:  I'll second it.
  
22              MR. SICURO:  Any discussion on the motion?
  
23              Seeing none, all those in favor of not putting out a
  
24   new RFP to allow new managers to come into our current program,
  
25   please signify by saying aye.
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 1              MR. HERBINKO:  Aye.
  
 2              MR. LAMB:  Aye.
  
 3              MS. MANUEL:  Aye.
  
 4              MR. RUFFOLO:  Aye.
  
 5              MR. SICURO:  Aye.
  
 6              Opposed?
  
 7              That motion moved.
  
 8              Lastly, again, we don't need to make a decision
  
 9   today.  We know the money is there.  But at some point, we
  
10   should discuss how we're going to utilize the remainder of that
  
11   money.  And I think that we could use a recommendation from our
  
12   consultant as to when the appropriate time is to make a
  
13   decision when we potentially divide it up with the managers
  
14   that are in our program or maybe award the higher-performing
  
15   ones more amount of it, so on and so forth.
  
16              But do you at least have a time frame that we should
  
17   wait until?
  
18              MR. WESNER:  Typically, you want to do a two-year,
  
19   three-year time horizon.  But the first two managers that were
  
20   funded are coming up on that, so for the December meeting, we
  
21   can put together a recommendation on some potential allocation
  
22   of some of those dollars.
  
23              MR. SICURO:  We'd appreciate that.
  
24              Does that sound good to everybody here?
  
25              Okay.  That's all we have on our agenda.  If I could
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 1   get a motion to adjourn.
  
 2              MR. LAMB:  So moved.
  
 3              MR. RUFFOLO:  Second.
  
 4              MR. SICURO:  All those in favor?
  
 5              MR. HERBINKO:  Aye.
  
 6              MR. LAMB:  Aye.
  
 7              MS. MANUEL:  Aye.
  
 8              MR. RUFFOLO:  Aye.
  
 9              MR. SICURO:  Aye.
  
10              Opposed?
  
11              Thanks, everybody.
  
12              (Whereupon, the Quarterly Meeting of the
  
13   Comprehensive Municipal Pension Trust Fund Board concluded at
  
14   3:03 p.m.)
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   COMMONWEALTH OF PENNSYLVANIA      :
   COUNTY OF ALLEGHENY               :  SS.:
  
  
        I, Rita A. Ross, Registered Professional Reporter, do
   hereby certify that the foregoing pages containing the
   proceedings before the COMPREHENSIVE MUNICIPAL PENSION TRUST
   FUND BOARD were transcribed by me from machine shorthand.
  
        I hereby certify that the foregoing pages are a true and
   accurate transcript of said proceedings to the best of my skill
   and hearing ability.
  
        I do further certify that I am not a relative of any party
   hereto, nor am I otherwise interested in the event of this
   action.
  
        IN WITNESS WHEREOF, I have hereunto set my hand and
   affixed my seal of office at Coraopolis, Pennsylvania, on
   September 19, 2018.
  
  
  
  
  
   ___________________________   
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