NOTICE OF REGULAR MEETING

AGENDA
CITY OF GALVESTON EMPLOYEES' RETIREMENT FUND
FOR NON-CIVIL SERVICE EMPLOYEES
TOBEHELDAT t00P.M, TUESDAY, AUGUST 4, 2020

Notice is hereby given in accordance with the Order of the Governor issued March 16, 2020, that the Board of Trustees
the City of Galveston Employees’ Retirement Fund for Police will conduct the meeting by telephone/video conference
order to advance the public health goal of limiting face-to-face meetings (also called “social distancing”) to slow the spre
of the Corona Virus/COVID-19. There will be no meeting or pubic access to the location described above.

INSTRUCTIONS FOR PARTICIPATING IN THIS MEETING ARE PROVIDED BELOW.

10.

11.

12.

13.

14.

15.

16.

Quorum Determination
Callto order

Open Public Forum/Comments

Approval of minutes of June 2, 2020 meeting

Discussion and possible action on previous recommendations made by Rudd and Wisdom in actuarial report related to
amending the Plan to increase or eliminate the cap on the amount of benefits that can be accrued and paid under the plan

Discussion and possible action on previous recommendations made by Rudd and Wisdom in actuarial report related to
updating the contribution sections Article IV and Xl of the Plan document for compliance with PRB funding guidelines

Discussion and possible action on filling Board Position vacated by James Patterson

Discussion and possible action on annual audit by Whitley Penn

Presentation and possible action on Investment Management Audit
Discussion and possible action on Internal Control Checklist
Discussion and possible action on revised Investment Policy

Performance report from the Quantitative Group

Action on recommendations by the Quantitative Group
Compiled financial statements

Negt meeting date November 3. 2020

Adjournment

Executive Session-Pursuant to Chapter 551, Subchapter D, Texas Government Code

At any time during the meeting, the Board may convene in closed session to deliberate any of the matters listed on this agenda
as authorized by Chapter 551 of the Texas Government Code, including Sections 551.071 (consultation with attorney), 551.072
(deliberation regarding real property), 551.073 (deliberation regarding prospective gifts), 551.074 (deliberation regarding
personnel matters),or 551.087 (deliberation regarding economic development negotiations).
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Ann S. Masel, CPA
Administrator

Please Note
Members of the City Council may be attending and participating in the discussion.

To call in to Zoom Meeting :

Or dial the following numbers and enter the:
Meeting ID: 853 9350 7566 PASSCODE: 441753
Phone: 1 346 248 7799 US (Houston

This written notice of the meeting agenda packet, are posted online at:
www.galvestontx.gov/agendacenter

The public wili be permitted to offer public comments telephonically as provided by the agenda and as permitted by the
presiding officer during the meeting

| certify that the above Notice of Meeting was posted in a place convenient to the public in compliance with Chapter 551 of
the Texas Government Code on July

Janelle Williams, City Secretary

IN ACCORDANCE WITH THE PROVISIONS OF THE AMERICANS WITH DISABITIES ACT (ADA), PERSONS IN NEED OF A SPECL
ACCOMODATION TO PARTICIPATE IN THIS PROCEEDING SHALL, WITHIN THREE (3) DAYS PRIOR TO ANY PROCEEDING, CONTACT THE Cr
SECTARY’S OFFICE, SUITE 201; 823 ROSENBERG; GALVESTON, TEXAS 77550; (409) 797-3510
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MINUTES OF THE CITY OF GALVESTON EMPLOYEES’ RETIREMENT FUND
BOARD OF TRUSTEES OF GALVESTON, TEXAS

Meeting Date (Virtual meeting)
June 2, 2020

The following members were present:
Don Davison

Mike Loftin

Robert Simmons

Jeff Ammerman

Lewis Rosen

Rodney Low

The following members were absent:
None

Also attending was Ron Kern (Graystone Consulting) and Mark Fenlaw and Rebecca Morris (Rudd and
Wisdom)

It was determined that a quorum was present, and the meeting was called to order at 1:09 by Vice-Chair
Robert Simmons. It was determined that due to the nature of virtual meeting rather than “live” meeting,

all votes would be taken as roll call votes.

It was announced that James Patterson had resigned from the Board due to increased responsibilities at
work. The Trustees were asked to bring names of potential new members to the next meeting.

Motion for approval of February 4, 2020 minutes was made by Lewis Rosen; second by Robert Simmons.
Roll call vote passed unanimously.

Don Davison entered the meeting.

Ann Masel gave an update regarding the Investment Management Audit performed by Roland/Criss. Ron
Kern and Ann have been working with them to document the current best practices. The auditors will

present at the next meeting.

Ron Kern, with the Quantitative Group, presented the Performance Evaluation. The following illustrates
the returns and balances for the quarter:
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Market

Manager Value Actual Benchmark

iShares Core S&P 500 ETF 6,833,646 -19.59% Standard & Poors 500 -19.60%
iSharesMSCl USA Min ETF 7,388,514 -17.19% Standard & Poors 500 -19.60%
Vanguard Mid Cap 6,888,594 -25.71% Russell MidCap -27.07%
iShares Core S&P Small-( 3,283,782 -32.78%  S&P Small Cap 600 -32.64%
iShares Cove MSCI EAFEE 2,229,634 -23.53% MSCI ACWF ex-US -23.35%
iShares Core MSCI Emerg. 1,094,106 -24.72% MSCI EM Net -23.60%
Baird Aggregate Bond 3,361,865 1.49% Barclays US Aggre 3.15%
Met West Total Rtn Bd! 3,644,179 2.32% Barclays US Aggre 3.15%
TIAA CREF Bond Fund 3,255,975 -0.91% Barclays US Aggre 3.15%
Brandywine Global Opp 1,844,435 -11.36% SB World Govt Bond 2.00%
PIMCO Income Fund 2,428,344 -7.66%  Barclays US Aggre 3.15%
FPA Crescent 1,925,891 -20.51% HFRI Equity Hedge -13.92%
Salient Technical Growth 1,246,093 -0.41% HFRI Equity Hedge -13.92%
Wells Fargo Absolute! Re 1,275,171 -15.97%  HFRI Equity Hedge -13.92%
Cash 1,095,658

Total 47,795,887

Ron discussed the performance report. He pointed out that total fees are approximately .37% and fees
have been very carefully controlled. The Fund performance was down 16.42% for the quarter through
3/31 but was down 7.00% for the year to date through May 21. This illustrates the advantage of
diversification and not to try to time the market. Fixed income yielded a return of 3.15%, offsetting the
negative equity returns. There were no other recommendations for the quarter.

Total rate of return since inception has been 6.39%; total over 10 years has been 5.67%.

Mark Fenlaw and Rebecca Morris from Rudd and Wisdom presented the actuarial report dated December
31, 2019. In explanation of the cover letter, they stated that the fund is in good shape with an
amortization period of 16.5 years. The contribution rate of 15% exceeds normal cost of 9.8% leaving 5.2%
to amortize the unfunded liability. There have been no changes in the assumptions from prior years, and
the actuaries are comfortable with the current 7.25% investment return.

The letter contained two recommendations: 1) increasing the $50,000 cap to $60,000 or removing the
cap and 2) updating the contribution sections Article IV and X!l of the Plan document for compliance with

PRB funding guidelines.

Discussion ensued as to the method of increasing the cap. Included in the recommendation was an
increase in contributions which would eliminate the cap or to increase the cap to $60,000 without an
increase in cost. The Actuary noted that this choice (increase in cap) would increase the amortization
period to 20.4 years, and this is a change with which the actuaries concur.

Robbie Simmons moved to accept the Actuarial Report; second by Rodney Low. Motion passed
unanimously by roll call vote.

Lewis Rosen moved to raise the cap to $60,000, effective October 1, 2020; motion second by Robert
Simmons. Roll call in favor of change was Davison, Ammerman, Rosen, Simmons, Low. Opposed was
Mike Loftin. (Subsequent to the meeting, this vote was challenged by the City Administration.
Consequently, the vote is nullified, and this topic will be addressed at a future meeting if decided by the

Board)
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Mark Fenlaw was asked to fix contribution language in Articles IV and XII of the Plan and present to the
Board at the next meeting.

The next regular meeting was set for Tuesday, August 4, 2020.

Compiled financial statements for the quarter showed a decrease in changes in net assets for the quarter
of $9,717,696 and a decrease of $9,717,696 for year to date.

With no further business or requests, the meeting was adjourned at 3:00

Ann Masel, Plan Administrator
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From: Mark Fenlaw <mfenlaw@ruddwisdom.com>

Sent: Friday, July 24, 2020 11:38 AM

To: Ann Masel; 'Don Davison'; 'Smith, Stefan'; donandjanene@yahoo.com
Cc: ‘Rebecca Morris'

Subject: RE: City Employee Plan agenda

Attachments: cap-compare.pdf; val-12-31-2019-pp 1-9.pdf

Ann,

Attached is a PDF of a one-page exhibit comparing the current $50,000 annual cap to the $60,000 annual cap
we mentioned in the 12/31/2019 actuarial valuation report. We had mentioned the increase in the unfunded
liability pay off period from 16.5 years to 20.4 years. The exhibit is a more complete disclosure of the effects of
increasing the cap to $60,000 per year. This page would be for agenda item %¥. 17/

For agenda item 1, the recommendation for updating the contribution sections of the plan document is on
page 3 of the 12/31/2019 actuarial valuation report. It might be inappropriate to attach only that one page to
the agenda; so | have made a PDF of the cover letter of the report. It includes both the cap and plan document
recommendations. If Stefan thinks the entire report should be attached, then you have an electronic copy that
could be attached.

Mark

Mark R. Fenlaw, F.S.A.

Rudd and Wisdom, Inc.
p:512.346.1590 f:512.345.7437
w: www.ruddwisdom.com

From: Ann Masel <amasel@hlb-cpa.com>

Sent: Monday, July 20, 2020 12:50 PM

To: 'Don Davison' <ddavison@gc.edu>; 'Smith, Stefan' <spsmith@Ilockelord.com>; 'donandjanene @yahoo.com’
<donandjanene@yahoo.com>

Cc: 'Mark Fenlaw' <mfenlaw@ruddwisdom.com>

Subject: City Employee Plan agenda

I know that Don is on vacation in the Hill Country until our meeting, but.............coooveeoveoemeooo

Will ya’ll please take a look and see if there’s anything we need to add to the agenda?

Remember, since it will be ZOOM, all of the attachments have to be posted with the agenda, so I’d rather be ready
earlier rather than last minute.

Thanks!
Ann

Ann S. Masel, CPA

HL&B | Partner
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Business: (409) 765-9311

amasel@hlb-cpa.com | Fax: (409)765-9393
1011 Tremont St., Galveston, TX 77550

www.hlb-cpa.com

Ham, Langston
) & Brezina, tor

The information transmitted, including any attachments, is intended only for the person or entity to which it is addressed and may contain confidential
and/or privileged material. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons
or entities other than the intended recipient is prohibited, and all liability arising therefrom is disclaimed. If you received this in error, please contact the
sender and delete the material from any computer. Ham, Langston & Brezina, L.L.P. is a Texas limited liability partnership.

The context of this email is fimited to matters specificaily addressed herein and is not intended to address other potential tax consequence or the
potential application of tax penalties to this or any other matter.

CONFIDENTIALITY NOTICE: this email including any attachments is
intended only for the use of the individual or entity to which it

is addressed and may contain information that is privileged,

confidential, or exempt from disclosure under applicable law. If the

reader is not the intended recipient, you are hereby notified that you

are strictly prohibited from reading, disseminating, distributing or

copying this communication. If you have received this email in error,

please notify the sender immediately and destroy the original transmission.
Thank you.

CONFIDENTIALITY NOTICE: this email including any attachments is

intended only for the use of the individual or entity to which it

is addressed and may contain information that is privileged,

confidential, or exempt from disclosure under applicable law. If the

reader is not the intended recipient, you are hereby notified that you

are strictly prohibited from reading, disseminating, distributing or

copying this communication. If you have received this email in error,

please notify the sender immediately and destroy the original transmission.
Thank you.
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS,OF DECEMBER 31,2019

Summary of December 31, 2019 Actuarial Valuation

| $50,000 Annual

$60,000 Annual
‘ Dellar Cap

__Dollar Cap

Actuarial Accrued Liability

Actuarial Value of Assets

Unfunded Actuarial Accrued Liability (UAAL)

Current Contributions (Percent of Pay)
a. Employees

b. City of Galveston

c. Total

Normal Cost (Percent of Payroll)
Percent of Payroll to Amortize the UAAL
Years to Amortize the UAAL

Funded Ratio

$ 70,813,036
$ 54,890,649
$ 15,922,387
6.00%

9.00
15.00%
9.80%

5.20%

16.5 years

77.5%

-~ Scenario

§ 72,217,798
$ 54,890,649
$ 17,327,149

6.00%

9.00
15.00%
10.07%

4.93%

20.4 years

76.0%

3 4

Assumed Investment Return
for Calendar Year
2020
2021
2022
2023
2024 and later

7.25%
7.25
7.25
7.25
7.25
Annual Dollar Cap $50,000
Amortization Period in Years

as of December 31:

2019 (actual)

2020 (projected)

2021 (projected)

2022 (projected)

2023 (projected)

0.00%
7.25
7.25
7.25
425

$50,000

$50,000

0.00%
4.00
4.00
4.00
7.25

7.25%
7.25
7.25
7.25
7.25

$60,000

0.00%
7.25
7.25
7.25
7.25

$60,000

0.00%
4.00
4.00
4.00
7.25

$60,000

RUDD AND WISDOM, INC.

JuLy 2020
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“

The City of Galveston
Employees’ Retirement Plan
for City Employees

ﬁ

Actuarial Valuation
as of December 31, 2019

May 27, 2020
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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Christopher S. Johnson, F.§.A. Michael J. Muth, F.S.A.
Evan L. Dial, F.S.A. Oliver B. Kiel, F.S.A. Khiem Ngo, F.S.A., A.C.A.S.
Philip S. Dial, F.S.A. Dustin J. Kim, A.S.A. Timothy B. Seifert, A.S.A.
Charles V. Faerber, F.S.A., A.C.A.S. Edward A. Mire, F.S.A. Chelsea E. Stewart, A.S.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. Raymond W. Tilotta
Brandon L. Fuller, F.S.A. Amanda L. Murphy, F.S.A. Ronald W. Tobleman, F.S.A.

Shannon R. Hatfield, A.S.A.

David G. Wilkes, F.S.A.

May 27, 2020

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

c/o Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Actuarial Valuation as of December 31, 2019

Dear Trustees:

At your request, we have prepared this report which presents the results of our actuarial
valuation of the City of Galveston Employees’ Retirement Plan for City Employees (the Plan)
as of December 31, 2019. The purpose of this actuarial valuation is to determine whether the
Plan has an adequate contribution arrangement. It also presents the actuarial condition of the
Plan and recommends a contribution rate by the City of Galveston which together with the
6% contribution rate by the members would be part of a contribution policy expected to be
an adequate contribution arrangement for the long-term future.

Actuarial Condition of the Plan

The best indicator of the actuarial condition of a plan like yours in which the contribution
rates are assumed to be fixed is the actuarially determined period for amortizing the unfunded
actuarial accrued liability (UAAL). This December 31, 2019 valuation reflects an
actuarially assumed total contribution rate of 15%, comprised of 6% by the employees and
of 9% by the city. The total contribution rate of 15% exceeds the normal cost rate of 9.80%,
leaving 5.20% available to amortize the UAAL of $15,922,387. Assuming that the total
payroll increases at the rate of 2.75% per year in the future, the contributions in excess of
the normal cost will amortize the UAAL in 16.5 years. .

In order for a retirement plan to have an adequate contribution arrangement, contributions
must be made that are sufficient to pay the plan’s normal cost and to amortize the plan’s

9500 Arboretum Blvd., Suite 200 www.ruddwisdom.com Phone: (512) 346-1590
Austin, Texas 78759

Fax: (512)345-7437
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Board of Trustees
Page 2
May 27, 2020

UAAL over a reasonable period of time. Based on the Texas Pension Review Board
guidelines, our professional judgment, and the actuarial assumptions and methods used in
making this valuation, we consider periods of 10 years to 25 years to be preferable and 30
years to be the maximum acceptable period. Since the total contributions are sufficient to
pay the Plan’s normal cost and to amortize the Plan’s UAAL within the maximum
acceptable period, we are of the opinion that the Plan, based on present levels of
benefits and contributions, has an adequate contribution arrangement.

Recommendations

An important part of reporting on the actuarial condition of the Plan is discussing how the
current design is increasingly limited for the long-term future and how the design could be
made more viable. The Plan was evidently amended in 2003 in response to an inadequate
contribution arrangement resulting from investment losses during the 2000-2002 economic
recession. One primary change was to cap the amount of the monthly benefit at $4,166.67
($50,000 per year). While the cap has helped the Plan to have an adequate contribution
arrangement in the five most recent actuarial valuations, it is gradually eroding the value of
the Plan for the employees of the city, particularly for those who will work for a long period
of years for the city or have a higher pay level. It did not have any immediate effect on those
who retired in the first ten years after 2003, but as time has passed, the cap has limited the
accrued benefit for a few people and a few retirees. Unless the cap is removed, it will limit
the projected retirement benefit for more and more employees and future retirees. The cap
was a temporary fix.

There are several ways that the cap could be removed. One approach would be with an
increase in the contribution rate that would allow the complete removal of the cap. The
increase in contributions could be all by the city or could be shared by the city and the active
participants. However, the total increase would be somewhat less if the city would provide
all of the increase because of the anticipated future refunds of employee contributions to
employees who terminate before becoming vested.

We studied the cost of removing the cap the last three years by increasing the city contribution
rate. We have updated the study based on this December 31, 2019 actuarial valuation. If the
city were to increase its contribution rate effective January 1, 2021 to 10.90%, then the cap
could be removed immediately and the $4.9 million higher without-cap UAAL would be
amortized in 20 years. Alternatively, the city contribution rate could be increased in two
steps. For example, a city contribution rate of 10% effective January 1, 2021 and 11%
effective January 1, 2022 would also be expected to amortize the without-cap UAAL in 20
years.
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Board of Trustees
Page 3
May 27, 2020

Another way to remove the cap is incrementally. Based on this actuarial valuation, if the
board were to authorize an increase in the cap from $4,166.67 per month to $5,000.00 per
month, the effect would be an increase in the unfunded liability pay off period from 16.5 years
to 20.4 years. Over time, the board would have similar opportunities to increase the cap by
allowing the pay off period to increase to an acceptable level that would still provide a
significant cushion for future adverse experience. The funding policy adopted by the board
earlier this year specifically allows the board to consider such an increase with the current
favorable actuarial condition of the Plan. We recommend that the board consider these
potential ways to increase or remove the cap and take steps this year to make the Plan
viable for the long-term future with the originally intended benefit design.

The provisions in the current plan document regarding the contributions to the Plan in
Articles IV and XII are fairly brief, not completely clear, out of date, and out of compliance
with the Pension Review Board Funding Guidelines. We recommend that these provisions
be updated. Consideration could also be given to an increased city contribution rate
described above in order to remove the dollar cap on benefits.

Actuarial Assumptions and Methods

As a part of each actuarial valuation, we review the actuarial assumptions used in the prior
actuarial valuation. As a result of our review, we have selected actuarial assumptions we
consider to be reasonable and appropriate estimates of future experience for the Plan for the
long-term future. Their selection complies with the applicable actuarial standards of
practice. Significant actuarial assumptions used in the valuation are:

1. 7.25% annual investment return net of investment-related expenses;

2. 2.75% annual general compensation increase plus pay increases due to promotions and
merit increases that vary by length of service and average of 1.4% per year over a 25-
year career;

3. Retirement rates which result in an average expected age at retirement of 63;

4. The mortality assumption consisting of the PubG-2010 below-median income tables
for employees and for retirees, projected for mortality improvement generationally

using the projection scale MP-2018; and

5. An aggregate payroll increase of 2.75% per year.
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Board of Trustees
Page 4
May 27, 2020

The actuarial assumptions used in the December 31, 2018 valuation were reviewed, as
described in our letter dated April 17, 2020, and we recommended no changes. A summary
of all the assumptions and methods used in the valuation is shown in Section IV. In our
opinion the assumptions used, both in the aggregate and individually, are reasonable
estimates of anticipated experience of the Plan over the long-term future.

Plan Provisions

The plan provisions are the same as they were in the December 31, 2018 actuarial valuation.
Section V of the report contains an outline of the principle eligibility and benefit provisions.

Change in Amortization Period

The amortization period, based on present plan provisions, was determined in the actuarial
valuation as of December 31, 2018 to be 16.8 years. Since one year has passed since that
valuation date, a 15.8-year amortization period would be expected if all actuarial
assumptions had been exactly met, no changes had occurred (other than those expected) in
the employee and pensioner data, and no changes in assumptions or methods had been
made. The amortization period is now 16.5 years. The actual experience occurring
between December 31, 2018 and December 31, 2019 differed from the expected
experience, resulting in the amortization period of 16.5 years, which is 0.7 of a year more
than the expected 15.8-year period for the following reasons:

1. The annual rate of investment return, net of investment-related expenses, on the market
value of assets during 2019 was 20.35%. However, the actuarial value of assets (AVA)
used in the valuation and the determination of the amortization period is based on an
adjusted market value. The annual rate of return on the AVA, net of investment-related
expenses, for 2019 was 6.40%, less than the assumed rate of return of 7.25%. This
resulted in an increase in the amortization period of 0.6 of a year.

2. The aggregate payroll increased 0.8% instead of the assumed 2.75% per year rate,
which caused the amortization period to increase by 0.5 of a year.

3. The net result of all experience other than the investment experience and the aggregate
payroll experience had the combined effect of a decrease in the amortization period of
0.4 of a year.
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Board of Trustees
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May 27,2020

Projected Actuarial Valuation Results

In addition to completing this actuarial valuation, we estimated the UAAL amortization
periods in the next four annual actuarial valuations by making projections from the
December 31, 2019 actuarial valuation. These projections examine the effect on the
amortization period in the next four actuarial valuations of the actuarial investment gains
and losses that the Plan experienced in the four years prior to the valuation date (loss in
2018 and gains in 2016, 2017, and 2019) that have been only partially recognized as of
December 31, 2019. The mathematical smoothing method used to determine the actuarial
value of assets (AVA) for this valuation is shown on page 15. This method phases in over
a five-year period any investment gains or losses (net actual investment return greater or
less than the actuarially assumed investment return) that the Plan has had. The AVA used
in this current valuation is deferring recognition of various portions of the gains and losses
in 2016-2019 that the Plan experienced. The AVA used in this valuation is $54,890,649.
The market value of assets (MVA) is $57,497,904. The $2,607,255 difference between the
MVA and the AVA is the net gain of the deferred gains and losses that will be recognized
in the next four actuarial valuations.

The theory behind the AVA method is to allow time for investment gains and losses to
partially offset each other and thereby dampen the volatility associated with the progression
of the MVA over time. In practice, the timing and amounts of investment gains and losses
can result in irregular effects on the AVA in a given year. However, the pattern of the
AVA is usually smoother over time than the pattern of the MVA as shown in the graph at
the end of Section III (page 16).

For the purpose of projecting the amortization period through 2023 we used six scenarios
of various assumed annual rates of investment return, net of investment-related expenses,
over the 2020-2023 projection period. The projected amortization periods will not be the
same as the actual amortization periods from completed future actuarial valudtions but are
projected future ‘actuarial valuation results based on the completed December 31, 2019
actuarial valuation. These projections show the expected effects over the next four years
after the valuation date (1) of the recognition of the portions of the past investment gains
and losses over the past four years that are deferred as of December 3 I, 2019, and (2) of
investment returns over the next four years different from the 7.25% assumption used in
this valuation. 7
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Assumed Investment Return
for Calendar Year
2020 -10.00%| -10.00%
2021 4.00 0.00
2022 : 4.00 0.00
2023 4.00 0.00

2024 and later 7.25 7.25

Amortization Period in Years
as of December 31:
2019 (actual) -
2020 (projected)
2021 (projected)
2022 (projected)
2023 (projected

The projected future December 31, 2023 valuation, four years later, in Scenario 1 reveals
that instead of decreasing by the expected four years from 16.5 years to 12.5 years, the
amortization period is projected to decrease to 8.9 years due to the recognition of the $2.6
million deferred net gain in those four years. This result is not surprising when you
consider that if the AVA were set equal to the MVA, recognizing all of the past gains and
losses in this December 31, 2019 actuarial valuation, the amortization period would have
been 12.9 years instead of 16.5 years. The primary conclusion from Scenario 1 is that
without any gains or losses the amortization period would be expected to decrease by more
than one year each year through 2023 because of the timing and amount of the investment
gains and losses in the prior four years as shown on page 15.

One of the characteristics of a plan like yours with a relatively high funded ratio is that
future amortization periods are sensitive to investment gains and losses even with their
gradual recognition over five years. For example, the Plan had a rate of return 0f 20.35%
in 2019. Without any investment gains or losses in the next four years, the amortization
period is projected to decrease from 16.5 years to 8.9 years as shown in Scenario 1. A year
earlier, the Scenario 1 showed the amortization period of 16.8 years as of December 31,
2018 projected to increase to 19.7 years four years later.

We do not know what the investment experience will be for each of the next four fiscal
years. However, Scenarios 2-6 give examples of what could happen to the UAAL
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amortization period with varying adverse results of the effects of the COVID-19 pandemic
on the economy of the U.S. and the world. Variations in experience from the underlying
assumptions, other than investment return, will cause the actual amortization periods to be
different from the periods shown above. In addition, the future investment experience in
each of the next four fiscal years could be better or worse than the assumed rates shown.
These scenarios present a range of plausible, adverse scenarios for the next four valuations
assuming no changes in contributions or in the number of actives.

The primary conclusion from the scenarios is that since the Plan has both an amortization
period under 20 years and a deferred net gain in the AVA, the Plan is somewhat less
vulnerable to future adverse experience than it was a year ago.

Actuarially Determined Contribution (ADC) Rates

The PRB recommended in their report to the Texas Legislature at the end of 2014 that
actuarial valuation reports for fixed contribution rate plans should disclose contribution
levels required for a variety of appropriate amortization periods. Since the preferred range
for the UAAL amortization period is 10 to 25 years in the PRB’s pension funding
guidelines with a new maximum of 30 years, we have shown ADC rates that would have
been required beginning January 1, 2020 for amortization periods of 10, 20, and 30 years
based on this December 31, 2019 actuarial valuation.

Amortization |  ADCRate | Contribution |  Total
_ Period | bytheCity __Rate- |  ADCRate
10 Years 11.37% 6.00% 17.37%

20 Years 8.38% 6.00% 14.38%

30 Years 7.44% 6.00% 13.44%

In 2015, the Legislature passed HB 3310 which amended Sections 801 and 802 of the
Government Code. It included a new sentence in Section 802.101(a) which requires an
actuarial valuation to include a recommended rate needed to have an amortization period
for the UAAL that does not exceed 30 years. The city currently contributes 9% of payroll
and has for a number of years. Since our assumed continuation of this rate results in an
actuarially determined amortization period of less than 30 years, we recommend a city
contribution rate of at least 9% of payroll, the current city’s contribution policy.

The board adopted a funding policy for the Plan earlier this year that includes a benchmark
ADC rate with an initial closed amortization period of 30 years beginning January 1, 2020.
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That rate is shown above as 13.44%. Since the total fixed contribution rate is 15% resulting
in an actuarially determined amortization period of 16.5 years, the board may consider an
increase in the dollar cap on benefits as indicated in the funding policy. For example, with
the current 15% contribution rate, increasing the dollar cap to $5,000 a month would increase
the amortization period to 20.4 years.

Variability in Future Actuarial Measurement

Future actuarial measurements may differ significantly from the current measurements
presented in this report due to such factors as the following:

* Plan experience differing from that anticipated by the current economic or
demographic assumptions;

e Increases or decreases expected as part of the natural operation of the methodology
used for these measurements;

*» Changes in economic or demographic assumptions; and

o Changes in plan provisions.

Analysis of the potential range of such future measurements resulting from the possible
sources of measurement variability was provided on pages 5-7 in the projected amortization
periods for the next four annual actuarial valuations under six scenarios. The projections were
designed to assess the risk of variance of potential future investment rates of return in the four
years following the actuarial valuation date from the assumed 7.25% rate and the potential
effect on the amortization period. Additional or other sensitivity analysis could be performed
in a subsequent report if desired by the Board of Trustees.

Summary

As aresult of our December 31, 2019 actuarial valuation of the Plan, we have determined that
the continuation of the city contribution rate of 9% together with the employee contribution
rate of 6% is adequate to pay the normal cost and to amortize the UAAL in 16.5 years; so the
Plan has an adequate contribution arrangement. However, the present plan design is
increasingly limited because of the dollar cap on benefits that was added in 2003. We
recommend that the board work with the city to remove the dollar cap. We have included in
the report two ways to change the contribution policy that would remove the dollar cap and
thereby make the plan design more viable for the long-term future. In addition, the favorable
actuarial condition of the Plan allows the board to consider increasing the dollar cap to $5,000
a month without an increase in the contribution rates.
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The actuarial valuation of the Plan has been performed in accordance with actuarial standards
of practice and in accordance with guidelines for pension funding established by the Texas
Pension Review Board applicable to Texas public employee pension plans. We look forward
to presenting the highlights of this report to the board at your June 2 meeting and answering

any questions you may have.

Respectfully submitted,
RUDD AND WISDOM, INC.

Meah 2. Fondaw—

Mark R. Fenlaw, F.S.A.

Quberea B. Mo

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i:\clients\galvees\2020\val-12-31-2019.docx
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Section I — Certification of Actuarial Valuation as of
December 31, 2019

At the request of the Board of Trustees, we have performed an actuarial valuation of The City of
Galveston Employees’ Retirement Plan for City Employees as of December 31, 2019. The purpose
of this report is to determine whether the Plan has an adequate contribution arrangement. It also
presents the actuarial condition of the Plan and recommends a contribution rate by the city which,
together with the 6% contribution rate by the members, would be part of a contribution policy
expected to be an adequate contribution arrangement for the long-term future.

We have based our valuation on employee participant data as of December 31, 2019 provided by the
City of Galveston and on changes in pensioner participant data and preliminary asset information for
the Plan as of December 31, 2019 provided by Ms. Ann S. Masel, the board’s administrator for the
Plan. We have relied on the accuracy of the participant data and the unaudited assets provided. We
have used the actuarial methods and assumptions described in Section IV of this report. The actuarial
valuation has been performed on the basis of the plan provisions summarized in Section V.

To the best of our knowledge, no material biases exist with respect to any imperfections in the census
data provided. We have not audited the data provided but have reviewed it for reasonableness and
consistency relative to the census data received for the December 31 , 2018 actuarial valuation.

All current employees eligible to participate in the Plan as of the valuation date and all other
individuals who have a current or deferred vested benefit under the Plan have been included in the
valuation. Further, all plan benefits have been considered in the development of plan costs.

To the best of our knowledge, the actuarial information supplied in this report is complete and
accurate. In our opinion the assumptions used, in the aggregate and individually, are reasonable
estimates of anticipated experience of the Plan over the long-term future, and their selection complies
with the applicable actuarial standards of practice.

We hereby certify that we are members of the American Academy of Actuaries who meet the
Qualification Standards of the American Academy of Actuaries to render the actuarial opinions
contained herein.

Mok 1. Fomban Qe B. Mo

Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A.
Member of American Academy of Actuaries Member of American Academy of Actuaries
RUDD AND WISDOM, INC. 11 May 2020
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS OF DECEMBER 31, 2019

Section II — Summary of Actuarial Valuations

December 31,

Cost
Actuarial Accrued Liability (Item 3e — Item 4)

6. Actuarial Value of Assets

7. Unfunded Actuarial Accrued Liability (UAAL)
(Item S — Item 6)

8. Current Contributions (Percent of Pay)
a. Employees
b. City of Galveston
c. Total

9. Normal Cost (Percent of Payroll)

10. Percent of Payroll to Amortize the UAAL
(Item 8c — Item 9)

11. Years to Amortize the UAAL

12. Funded Ratio (Item 6 + Item 5)!

1. Participant Census at Valuation Date
a. Covered employees 531 516
b. Vested terminated due deferred benefit 62 66
¢. Terminated due refund 156 166
d. Retirees and beneficiaries in pay status 346 356
e. Total 1,095 1,104
2. Annualized Covered Payroll 26,061,778 |$ 26,261,755
3. Actuarial Present Value of Future Benefits
a. Active employees 48,056,248 |[$ 49,620,688
b. Terminated (vested deferred benefit or refund) 3,325,468 3,059,184
c. Retirees and beneficiaries 33,329,716 34,308,314
d. Total 84,711,432 1§ 86,988,186
4. Actuarial Present Value of Future Normal 16,364,009 |$§ 16,175,150

68,347,423 | §
52,374,631 | $
15,972,792 | §

6.00%
9.00
15.00%

9.81%

5.19%
16.8 years
76.6%

70,813,036
54,890,649
15,922,387

6.00%
9.00
15.00%

9.80%

5.20%

16.5 years

77.5%

' The funded ratio is not appropriate for assessing either the need for or the amount of future contributions or the adequacy
of the current contribution rates. Using the market value of assets instead of the actuarial value of assets for item 12
results in funded ratios of 71.0% as of December 31, 2018 and 81.2% as of December 3 1, 2019.

RUDD AND WisboM, INC. 12

May 2020
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS OF DECEMBER 31, 2019

Section III — Plan Asset Information

Statement of Changes in Assets

for the Years Ended December 31, 2019 and 2018

12/31/2019! 12/31/2018!
Additions
1. Contributions
a. Employer $ 2,424,690 $ 2,367,759
b. Employees 1,616,461 1,578.505
c. Total $ 4,041,151 $ 3,946,264
2. Investment Income
a. Interest and dividends $ 1,318,159 $ 1,170,713
b. Net appreciation in fair value 8,583,152 __(3.493.677)
c. Total $ 9,901,311 $ (2,322,964)
3. Other Additions 0 0
Total Additions $ 13,942,462 $ 1,623,300
Deductions
4. Bencfit Payments $ 4,683,296 $ 4411,524
5. Expenses
a. Investment-related $ 109,820 $ 108,872
b. Administrative 165,770 138,864
c. Total $ 275,590 $ 247,736
Total Deductions $ 4,958,886 $ 4,659,260
Net Increase in Assets $ 8,983,576 $ (3,035,960)
Market Value of Assets (Plan Net Position)
Beginning of Year $ 48,514,328 $ 51,550,288
End of Year $ 57,497,904 $ 48,514,328
Rate of Return
Net of All Expenses 19.97% (5.01)%
Net of Investment-Related Expenses 20.35% (4.75)%
Gross 20.60% (4.54)%
Investment-Related Expenses (Direct) 0.25% 0.21%
! Preliminary
RUDD AND Wispow, INC. 13 . © MAY 2020
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THE C11Y OF GALVESTON EMPLOYEES’

RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS OF DECEMBER 31, 2019

Section III — Plan Asset Information (Continued)

Summary of Asset Data

Alternatives

Cash and Equivalents

Grand Total

| Market Valueof | = Allocation

e e e b Asgetsasof | 0 asa Percent
_ AssetType | December 31,2019 | of Grand Total
Equities

Large Cap Domestic $ 17,522,419 30.5%

Mid Cap Domestic 9,272,115 16.1

Small Cap Domestic 4,907,237 8.5

International 4,369,043 _16

Total 36,070,814 62.7
Fixed Income 14,913,107 26.0

5,191,716

1,322,267

§ 57,497,904!

9.0

23 .

100.0%

' The grand total is the preliminary unaudited amount. All of the investment amounts except cash are from
the December 31, 2019 report from the investment consultant. Cash is the balancing item.

Market Value
Actuqrial Value

Actuérialv'Value as a Percent
of Market Value

_ Comparison of Asset Values s ofthe Prior and Current Actuarial Valuation Dates

December 31, 2018

$ 48,514,328
'$ 52,374,631

108.0%

December 31, 2019

$ 57,497,904
$ 54,890,649

95.5% .

RUDD AND WISDOM, INC.

14

May 2020
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Section 1V - Actuarial Methods and Assumptions

A. Actuarial Methods

1.

Actuarial Cost Method

The Entry Age Actuarial Cost Method is an actuarial cost method in which the actuarial
present value of projected benefits of each active empioyee included in the valuation is
allocated as a level percentage of compensation between age at hire and assumed
termination. Each active employee’s normal cost is the current annual contribution in a
series of annual contributions which, if made throughout the employee’s total period of
employment, would fund his expected benefits. Each employee’s normal cost is calculated
to be a constant percentage of his expected compensation in each year of employment. The
normal cost for the Plan is the sum of the normal costs for each active employee for the
year following the valuation date. The normal cost as a percent of payroll reflects that
contributions are made biweekly.

The Plan’s actuarial accrued liability is the excess of the actuarial present value of projected
benefits over the actuarial present value of all future remaining normal cost contributions,
The unfunded actuarial accrued liability (UAAL) is the amount by which the actuarial
accrued liability exceeds the actuarial value of assets. The UAAL is recalculated each time
a valuation is performed. Experience gains and losses, which represent deviations of the
UAAL from its expected value based on the prior valuation, are determined at each
valuation and are amortized as part of the newly calculated UAAL.

Amortization Method

The UAAL is assumed to be amortized with level percentage of payroll contributions (total
assumed contribution rate less normal cost contribution rate) based on assumed payroll
growth of 2.75% per year. This assumed growth rate is attributable to the 2.75% general
compensation increase assumption and an assumed stable number of active participants in
future years. The actuarial determination of the amortization period reflects that
contributions are made biweekly.

Actuarial Value of Assets Method

All assets are valued at market value with an adjustment made to uniformly spread actuarial
gains or losses (as measured by actual market value investment return vs. expected market
value investment return) over a five-year period. The total adjustment amount shall be
limited as necessary such that the actuarial value of assets shall not be less than 80% of
market value nor greater than 120% of market value. See page 14.

B. Actuarial Assumptions

As a part of each actuarial valuation, we review the actuarial assumptions used in the prior
actuarial valuation. We are guided in our review and selection of assumptions by the relevant
actuarial standards of practice. As a result of our review, we have selected actuarial
assumptions we consider to be reasonable and appropriate estimates of future experience for
the Plan for the long-term future.

RUDD AND WISDOM, INC. 17 MAY 2020
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

The investment return assumption is reviewed using the building block approach that includes
several asset allocations, assumed real rates of return for each asset class, an assumed rate of
investment-related expenses for each asset class, and an assumed rate of inflation, with all
assumptions for the long-term future. Our economic assumptions are influenced both by long-
term historical experience and by future expectations of investment consultants and
economists, but we select the economic assumptions and present them to the board as part of
the actuarial valuation.

I.

Investment Return

7.25% per year net of investment-related expenses.

Inflation

2.75% per year included in compensation increases and investment return assumptions.
Mortality Rates

quG—_ZOlO below-median income tables for employees and for retirees, prdj¢cted for
mortality improvement generationally using the projection scale MP-2018.

Compensation Increases

- General increases of 2.75% per year in addition to promotion and merit increases that

average 1.4% per year over a 25-year career. See Table 1 (page 19). The additional
promotion and merit increases were first selected for the December 31, 2015 actuarial
valuation and were based on the pattern of such increases assumed by the Texas County
and District Retirement System (TCDRS).

Retirement Rates

- | Rate per Year for Employees
__Eligible to Retire i
3%

10

20
30
95
100

The average expected retirement age for efnployees not yet eligible to retire based on these
rates is 63. ' o

Termination Rates

See Table 1 (page 19). These rates were first selected for the December 3 1, 2015 actuarial
valuation and were based on the pattern of termination rates assumed by TCDRS.

RUDD AND WISDOM, INC. 18 o ' ' MAyY 2020
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES v AS OF DECEMBER 31, 2019

10.

1.

12.

13.

14.

15.

Disability Rates

See Table 1 (page 19). These rates were first selected for the December 31, 2015 actuarial
valuation and were the disability rates assumed by TCDRS.

Percent Married

85% of the active participants are assumed to be married when a death benefit could be
paid to a spouse, with male participants assumed to have a spouse three years younger and
female participants to have a spouse three years older. For retirees and vested terminated

participants, spouse date of birth is provided at date of termination for those married.

Payment Form for Monthly Benefits Due to Retirement, Disability, or Vested
Termination

e Joint and 50% to surviving spouse for the 85% assumed to be married
e Life annuity for the 15% assumed to be single

Surviving Child’s Death Benefit

None are assumed as a result of future deaths.

Eniployees’ Contribution Rate

6% of covered pay.

City’s Contribution Rate

9% of covered pay for at least as long as the period required to amortize the UAAL.
Covered Payroll for First Year Following Valuation Date

Actual pay for 2019 for each active member as of December 31, 2019 increased 1.5% to
reflect the 2% general compensation increase effective October 1, 2019, (but not less than
the annual rate of salary as of December 31, 2019).

Administrative Expenses

The expenses paid by plan assets for other than investment-related expenses are assumed
to be 0.60% of payroll. The normal cost rate as a percent of payroll is assumed to be 0.60%

of payroll higher to reflect these expenses.

Increase in Future Retirement Benefits Due to Definition of Average Monthly
Compensation

1%.

RUDD AND WisDoM, INC. 19 May 2020
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THE CI1TY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS OF DECEMBER 31, 2019

Table 1

Disability and Termination Rates per 1,000 Active Members
Compensation Increases by Years of Service

! Applicable when not eligible for retirement.

0
1
2
3
4
5
6
7
8
9

45 & over

RUDD AND Wi1sDOM, INC.
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Section V — Outline of Principal Plan Eligibility and
Benefit Provisions as of December 31, 2019

1. Identifying Information

a.
b.
v

d

Plan name: The City of Galveston Employees’ Retirement Plan for City Employees
Type of plan: Defined benefit pension benefits

Plan sponsor: City of Galveston

Plan Year: January 1 - December 31

2. Participation

a.
b.
C.

Minimum Age: none

Probationary Service: none

Eligible Employee: All full-time employees except for those (i) covered by the separate
retirement plans for police and for firefighters, (ii) performing emergency services as
temporary employees, (iii) compensated on a fee basis; or (iv) leased.

3. Contributions

a.
b.

Active Member: 6% of pay

City: all amounts necessary, together with the members’ 6% contributions, to pay the
normai cost and interest on the unfunded actuarial accrued liability; however since
October 2009 the city has contributed 9% of pay

4. Eligibility for Retirement or Disability

a.
b.

C.

Normal Retirement: age 65 plus five or more years of service

Early Retirement: age 55 or above plus ten or more years of service or age 62 plus five or
more years of service

Disability: eligible for Social Security disability benefits

5. Retirement or Disability Benefit Monthly Amounts

a.

b.
c.

Normal Retirement: 2.25% of average monthly compensation per year of service, payable
the first of each month, not to exceed $4,166.67 per month

Late Retirement: same as Normal Retirement

Early Retirement: amount equal to monthly normal retirement benefit accrued at early
retirement date reduced by 1/180"™ for each of the first 60 months and 1/360™ for each
additional month by which early retirement precedes the member’s normal retirement, with
the reduced amount not to exceed $4,166.67 per month.

Disability: benefit before age 65 is 60% of monthly rate of pay in effect at date of disability
reduced by any other disability benefit except from Social Security, but net benefit may not
exceed $1,500 per month; benefit after age 65 is the normal retirement benefit the member
would have received if he had continued in employment with the city until age 65 and his
rate of pay had remained the same as at his date of disability.

RUDD AND WiSDOM, INC. 21 MaAy 2020
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

6. Payment Options

a.  The normal form of monthly payment for life is joint and 50% to surviving spouse for the
member leaving a surviving spouse at date of death.

b. The member eligible to commence a monthly retirement benefit may elect a lump sum
distribution of the member’s accumulated contributions and an actuarially reduced monthly
benefit.

7. Termination Benefits

a.  Benefit with at least five years of service: vested percentage of accrued benefit deferred to
normal retirement age. A member with at least ten years of service may elect a reduced
benefit before age 65 on or after age 55 reduced in the same manner as for early retirement.

b. Vesting Schedule:

10 or more

A member is always 100% vested in the portion of the accrued benefit attributable to the
member’s employee contributions.

¢.  Accrued Benefit: a monthly benefit payable in the normal form of payment beginning at
normal retirement age; the amount of the accrued benefit would be determined using the
normal retirement benefit formula using years of benefit service and compensation credited
at date of the determination, such as termination of employment.

d. Benefit with less than five years of service: member will receive his contributions to the
Plan as an employee.

8. Average Monthly Compensation

The result calculated using the greater of (a) plan compensation averaged- over the five calendar
years of service covered by the Plan which produce the highest average monthly compensation
and (b) the monthly average of plan compensation over the last five years of service ending on
the date of termination of employment by the city.

9. Survivor Benefit for Death in Service

a. Death with at least five years of service: spouse will receive an immediate monthly benefit
for life equal to 50% of the normal retirement benefit the member would have received if he
had continued employment with the city until age 65 based on his Average Monthly
Compensation as of his date of death.

b. Death with less than five years of service: beneficiary will receive the member’s
contributions to the Plan as an employee.

RUDD AND WISDOM, INC. 22 May 2020
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION
AS OF DECEMBER 31, 2019

Section VI — Participant Information

Participant Census Summary

December 31, | December 31, | December 31,

1. Covered Employee Count _ - L
a. Vested 260 266 261
b. Nonvested 271 265 255
c. Total 531 531 516

. Age and Service of Covered
Employees

a. Average attained age

~ b Average benefit service earned

3. Immediate Retirement Benefits
a. Retirees and beneficiaries in pay
~ status
b. Aggregate monthly benefit
¢. Average monthly benefit

4. Deferred Retirement Benefits
a. Vested terminated participants
b. Aggregate monthly benefit
c. Average monthly benefit

5. Refund of Contributions Payable
a. Terminated participants
b. Aggregate amount payable

A &

&L B

46.8 years
7.7 years

31,042

432,196

335
285,209

851

54

575

141

. B s

&~ A

46.8 years

7.7 years |,

346
300,202
868

62
33,010
532

156
503,067

- A A

& &

47.3 years
7.9 years

356
311,822
876

66
30,910
468

166
423,336
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

ACTUARIAL VALUATION

AS OF DECEMBER 31, 2019

Section VI — Participant Information (Continued)

Participant Census Reconciliation

1. As of December 31, 2018

2. Change of status

a.
b. disability

c.

d. survivor payment

retirement
death

begins

. termination and

withdrawal

. vested termination

. data correction
. new alternate payee

payment completed
net changes

3. New actives

4. As of December 31, 2019

1 Includes four alternate payees receiving benefits according to the terms of Qualified Domestic

Relations Orders (QDRO).
2 Includes one alternate payee eligible to receive benefits according to the terms of a QDRO once

the participant begins receiving benefits.

RUDD AND WISDOM, INC.
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Section VI — Participant Information (Continued)

Distribution of Actives by Age and Service on December 31, 2019
with Average Annual Salary

Under | el P e i b T B OR L | Average
25 | 25-29 | 30-34 | 35-39 | 40-44 | 45-49 | 50-54 | 55-59 | C | Salary

11 6 4 4 6 3 6 4 3 47 $35,081

7 9 10 10 4 6 13 5 3 67 39,097

4 7 3 7 6 9 2 6 6 50 46,043

3 1 12 5 4 4 5 10 8 52 50,028

0 5 9 5 1 2 7 6 4 39 53,908

0 2 3 3 3 1 6 5 5 28 60,503

0 0 4 1 2 2 1 6 9 25 51,703

0 3 1 5 2 2 2 3 3 21 52,314

0 1 0 1 2 0 1 5 4 14 58,984

0 1 3 1 2 3 4 0 6 20 67,587

0 0 1 3 1 2 1 i 2 11 65,258

0 0 0 1 1 0 0 0 2 4 47,057

0 0 0 2 3 0 2 0 3 10 45,185

0 0 1 2 0 3 1 3 2 12 48,393

0 0 0 1 1 1 5 1 0 9 58,185

0 0 0 0 0 3 3 1 4 11 52,011

0 0 0 1 0 3 2 5 2 13 62,633

0 0 0 0 3 1 4 3 3 14 62,445

0 0 0 1 0 2 2 1 i 7 51,827

0 0 0 1 0 0 1 1 5 8 63,862

20-24 0 0 0 0 1 1 6 9 12 29 52,555
25-29 0 0 0 0 0 1 3 2 3 9 63,960
30-34 0 0 0 0 0 0 1 1 8 10 52,736
35+ 0 0 0 0 -0 0 0 1 3 6 83,496
| Totals 25 35 51 54 | 42 49 78 79 103 50,895

Average $30,678 $49,234 $46,938 $50,999 857,736
Salary $40,884 $48,221 $52,072 $56,979 $50,895
Average age 473
Average years of service 7.9
Average age at hire 394
RUDD AND WiSDOM, INC. 25 MAy 2020

P34



THE CITY OF GALVESTON EMPLOYEES’

ACTUARIAL VALUATION

RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Section VII — Glossary of Actuarial Terms

1. Actuarial Accrued Liability

2. Actuarial Assumptions

3. Actuarially Equivalent

4. Actuarial Gain (Loss)

5. Actuarial Present Value

6. Actuarial Valuation

7. Actuarial Value of Assets

That portion, as determined by the particular actuarial cost
method used, of the Actuarial Present Value of future
pension plan benefits as of the Valuation Date that is not
provided for by the Actuarial Present Value of future
Normal Costs.

Assumptions as to the occurrence of future events affecting
pension costs, such as: mortality, termination, disablement
and retirement; changes in compensation; rates of
investment earnings and asset appreciation; and other
relevant items.

Of equal Actuarial Present Value, determined as of a given
date with each value based on the same set of Actuarial
Assumptions.

A measure of the difference between actual experience and
that expected based on the Actuarial Assumptions during
the period between two Actuarial Valuation dates, as
determined in accordance with the particular actuarial cost
method used.

The value of an amount or series of amounts payable or
receivable at various times, determined as of a given date
(the Valuation Date) by the application of the Actuarial
Assumptions.

The determination, as of a Valuation Date, of the Normal
Cost, Actuarial Accrued Liability, Actuarial Value of
Assets and related Actuarial Present Values for a pension
plan.

The value of cash, investments and other property
belonging to a pension plan, as determined by a method and
used by the actuary for the purpose of an Actuarial
Valuation.

RUDD AND WISDOM, INC.
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THE CITY OF GALVESTON EMPLOYEES’

ACTUARIAL VALUATION

RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

8. Entry Age Actuarial Cost
Method

9. Plan Yeaf

10. Nofmal Cost

11. Projected Benefits

12. Overfunded Actuarial
Accrued Liability

13. Unfunded Actuarial Accrued
Liability

14. Valuation Date

15. Years to Aihoftizé the
Unfunded Actuarial Accrued
Liability

An actuarial cost method under which the Actuarial Present
Value of the Projected Benefits of each individual included
in the Actuarial Valuation is allocated as a level percentage
of earnings between entry age and assumed termination.

The portion of this Actuarial Present Value allocated to a
valuation year is called the Normal Cost. The portion of
this Actuarial Present Value not provided for at a Valuation
Date by the Actuarial Present Value of future Normal Costs
is called the Actuarial Accrued Liability. Under this
method, Actuarial Gains (Losses), as they occur, reduce
(increase) the Unfunded Actuarial Accrued Liability.

A 12-month period beginning January 1 and ending
December 31.

That portion of the Actuarial Present Value of pension plan
benefits that is allocated to a valuation year by the actuarial
cost method.

Those pension plan benefit amounts that are expected to be
paid at various future times according to the Actuarial
Assumptions, taking into account such items as the effect
of advancement in age and past and ant1c1pated future
qualified service.

The excess, if any, of the Actuarial Value of Assets over
the Actuarial Accrued Liability.

The excess, if any, of the Actuarial Accrued Liability over
the Actuarial Value of Assets.

The date upon which the Normal Cost, Actuarial Accrued
Liability and Actuarial Value of Assets are determined.
Generally, the Valuation Date will coincide with the end of
a Plan Year.

The period is determined in each Actuanal Valuatlon as the
number of years, beginning with the Valuation Date, to
amortize the Unfunded Actuarial Accrued Liability with a
level percent of payroll that is the difference between the
expected total contribution rate and the Normal Cost
contribution rate.

RUDD AND WiSDOM, INC.
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Appendix A

Review of the Actuarial Economic Assumptions
for the December 31, 2019 Actuarial Valuation -

Investment Return Assumptfén Development

Gross Annual
Real Rate of Estimated Net Asset Allocation
Investment Investment Real 12/31/ Hypothetical
Return (ROR)!  Expenses? ROR 2019° SetA  SetB
Domestic Equity
Large cap (iShares Core S&P 500) 6.5% 0.25% 6.25% 14.9% 15% 15%
Large cap (iShares MSCI USA
min. vol.) 6.5 0.36 6.14 15.6 14 15
Mid cap (Vanguard Index) 7.0 0.25 6.75 16.1 14 10
Small cap (iShares S&P :
Small-Cap) 7.0 0.28 6.72 _85 1 6
55.1 50 46
International Equity A _
Developed (iShares MSCI EAFE) 7.0 0.28 6.72 5.1 6 10
Emerging (iShares MSCI Emerg.) 8.5 0.35 815 25 3 3
7.6 -9 13
Fixed Income '
Domestic Intermediate (Baird, Met
West, TIAA-CREF) 2.0 0.53 1.47 17.7 19 22
World (Brandywine Global) 2.5 0.80 1.70 3.6 5 5
Muitisector (PIMCO Income) 2.5 0.71 1.79 _ 4.6 _5 5
25.9 29 32
Alternatives
Long/short equity (Salient) 5.5 1.77 3.73 22 3 0
Absolute return (Wells Fargo) 3.5 1.31 2.19 2.6 3 0
Balanced allocation (FPA
Crescent)’ 4.5 1.28 3.22 _4.2 4 6
9.0 10 6
Cash 0.5 0.31 0.19 _24 2 3
100.0% 100% 100%
Weighted Average Net Real ROR Assumption 4.78% 4.62% 4.55%

Possible Thecretical Annual Investment Return Assumption
—Net Real ROR Plus Assumed Annual Rate of Inflatien
Assumed 2.75% Inflation 7.53% 737% 7.30%

" A gross annual real rate of investment return is the long-term total annual rate of investment return, before any
expenses, that is in excess of the assumed annual inflation rate. These are assumptions made by Rudd and Wisdom,
Inc.

2 These assumed investment-related expenses as a percent of assets are based on the larger of expense ratios from the
Quantitative Group and from Morningstar and include both direct and indirect expenses, with an addition of 0.07%
for the fees of the custodial bank and 0.14% for the fees of The Quantitative Group.

3 From the December 31, 2019 report of the Quantitative Group.
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Appendix A (continued)

Price Inflation in the USA - Average Annual Rates of Increase in the CPI-U

Years Number Average
(Dec. to Dec.) of Years Annual Increase

1954 - 2019 65 3.54%
1959 - 2019 60 3.68
1964 — 2019 55 391
1969 — 2019 50 391
1974 — 2019 45 3.62
1979 — 2019 40 3.07
1984 — 2019 35 2.58
1989 — 2019 30 2.40
1994 — 2019 25 2.18
1999 — 2019 20 2.14

Most inflation forecasts are for 10 years or less. For example, the average 10-year
forecast in the December 2019 Livingston Survey published by the Federal Reserve
Bank of Philadelphia was 2.22%. Similarly, the 2020 Wall Street Consensus Survey for
the next decade included an average inflation forecast of 2.1%. However, 10 years is
much too short a forecast period for a public employee defined benefit pension plan. In
the 2020 annual report of the OASDI Trust Funds (Social Security), the ultimate
inflation assumptions for their 75-year projections are 3.0%, 2.4%, and 1.8% for the
low-cost, intermediate, and high-cost assumptions, respectively. Looking at the average
annual increase in the CPI-U over historical periods of 30 to 65 years above and
considering the Social Security forecasts, we believe that reasonable assumed rates of
inflation for the long-term future would range from 2.25% to 3.25%. Shorter term
considerations make the lower part of that range more desirable.

Administrative Expenses Paid from the Plan Assets

Administrative % of Payroll
Plan Year Expenses Paid from the Plan  Covered Payroll (2)+(3)
(1 () (3) 4)

2019 $165,770 $26,941,018 0.62%
2018 138,864 26,308,423 0.53
2017 133,006 25,308,650 0.53
2016 145,136 22,853,063 0.64
2015 127,460 21,925,267 0.58
2014 123,414 20,400,300 0.60
2013 136,324 17,570,017 0.78

2013-2019 $969,974 $161,306,738 0.60%
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THE CITY OF GALVESTON EMPLOYEES’ ACTUARIAL VALUATION
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2019

Appendix A (continued)

The assumed future administrative expenses will be added to the normal cost contribution
rate as was done for the prior four actuarial valuations. For the December 31, 2019
actuarial valuation, we recommend assuming 0.60% of payroll, the average developed
above for the last seven plan years. This is the same assumption as for the prior actuarial
valuation. The covered payroll was determined as the employee contributions for the plan
year divided by the 6% contribution rate. /

Comparison of 12/31/2018 Actuarial Economic Assumptions
with 12/31/2019 Actuarial Economic Assumptions

12/31/2018 12/31/2019

Actuarial Actuarial

Economic Economic

Actuarial Assumption' Assumptions Assumptions

Inflation (Price) 2.75% 2.75%
Net real rate of return? 4.50 4.50
Net total investment return? 7.25% 7.25%
Employee pay increase> 4.15% 4.15%
Aggregate payroll increase 2.75% 2.75%
Administrative expenses (% of payroll) 0.60% 0.60%

! All assumptions are annual rates.

2 Net of investment-related expenses.

3 For both 12/31/2018 and 12/31/2019, it is a 2.75% annual general pay increase combined with
promotion and merit pay increases that average 1.4% per year over a 25-year career.
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ARTICLE IV
Contributions

4.1  Contributions by Employer. The Employer, acting under the advice of the Actuary for
the Plan, intends to make contributions to the Fund in such amounts and at such time as are

required to pay the Employer normal cost and interest on any unfunded actuarial requirement at
the rate of interest assumed in the actuarial valuation. The Employer shall also cause to be
included in the budget sufficient funds to pay the costs of administration of the Fund, including
periodic actuarial evaluations and annual statements to Members as to their status hereunder.

The contribution from the Employer is established at an amount of not less than six per ;(g‘f»m
/;

of the Compensation of the Members of the Plan. ‘ é/’b

4.2  Contributions by Members. Members of the ilan@nd Eligible Employees S}M

Member contributions to the Fund of six percent{(6%) Of each Member’s Compensation.
Member contributions to the Fund shall be a conditi employment for all Members of the
Plan and all Eligible Employees hired on and after October 4, 2003.

The Employer shall pick up under the provisions of Code Section 414(h)(2) and pay the
contribution which the Member is required by law to make to the Fund. Although the
contributions so picked up are designated as Member contributions, such contributions shall be
treated as contributions being paid by the Employer in lieu of contributions by the Member in
determining tax treatment under the Code and such picked up contributions shall not be
includable in the gross income of the Member until such amounts are distributed or made
available to the Member or the Beneficiary of the Member. The Member, by the term of this
Plan, shall not have any option to choose to receive the contribution so picked up directly and the
picked up contributions must be paid by the Employer to the Fund.

Member contributions which are picked up shall be treated in the same manner and to the same
extent as Member contributions made prior to the date of which Member contributions were
picked up by the Employer. Member contributions so picked up shall be included in gross salary
for purposes of determining benefits and contributions under the Plan.

The Employer shall pay the Member contributions from the same source of funds used in paying
salary to the Member, by effecting an equal cash reduction in gross salary of the Member.

43  Withdrawai of Member Contributions. No Member may withdraw his contributions, if
any, from the Fund prior to termination of Service. Contributions withdrawn upon termination

of Service shall not include interest thereon, except as provided in Section 2.1(k) of this Plan.

11
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ARTICLE XII

Amendments

12.1 Right to Amend. The Board reserves the right to make from time to time any amendment
or amendments to this Plan. However, the City, by and through its City Council, expressly

retains the right to reduce, increase, suspend or discontinue contributions, so long as the Plan
remains financially sound.

35
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REPORT OF INDEPENDENT AUDITORS

To the Board of Trustees
City of Galveston Employees' Retirement
Plan for City Employees

Report on the Financial Statements

We have audited the accompanying financial statements of the City of Galveston Employees’ Retirement Plan
for City Employees (the “Plan”), a component unit of the City of Galveston, which comprise the statement of
net position as of December 31, 2019, the related statement of changes in net position for the year then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Plan’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Plan’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

DRAFT (07.28.20
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To the Board of Trustees
City of Galveston Employees' Retirement
Plan for City Employees

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Plan, as of December 31, 2019, and the changes in financial position for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary pension information on pages 3 through 4 and 21
through 24, respectively, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Houston, Texas
July 28, 2020
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDI TED)

This section of the City of Galveston Employees’ Retirement Plan for City Employees (the “Plan”) provides an
overall review of the Plan’s financial activities for the year ended December 31, 2019. Readers should consider
the information here in conjunction with the financial statements, notes to the financial statements and required
supplementary information, in order to enhance their understanding of the Plan’s financial performance.

Financial Statements

The Statement of Fiduciary Net Position presents the Plan’s assets and liabilities and the resulting net position,
which are held in trust for retirement benefits. This statement reflects a year-end snapshot of the Plan’s
investments, at fair value, along with cash and short-term investments, receivables and other assets and liabilities.
The Statement of Changes in Fiduciary Net Position, on the other hand, provides a view of current year additions
to and deductions from the Plan. The Plan is a single employer defined benefit pension plan. The Plan is a
component unit of the City of Galveston, Texas (the “City”), and, as such, its reports are included in the Fiduciary
Funds of the City as restricted assets.

Financial Highlights

The Plan presents its financials solely on the accounts of the Plan. The accrual basis of accounting is used by the
Plan, whereby revenues are recognized when they are earned and collection is reasonably assured, and expenses

are recognized when the liability has been incurred. Investments are reported at fair value.

A summary of the Statement of Fiduciary Net Position for the Plan is as follows {in 000’s):

Change
2019 2018 $ %

Assets

Investments, at fair valie $ 57,505 $ 48526 $ 8979 19%

Other assets 10 10 - 0%
Total Assets 57,515 48,536 8,979 18%
Liabilities
" Accounts payable 17 22 (5) -23%
Net position - restricted for pension
benefits: - $ 57498 $ 48514 S 8984 19%

The Plan’s net pbsition increased by $9.0 million, or 19%, in 2019. This was priinarily due to an increase in the
market value of investments related to favorable market conditions in 2019,
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (continued)

A summary of the Statement of Changes in Fiduciary Net Position is as follows (in 000’s):

Change
2019 2018 $ %

Additions

Total contributions $ 4,041 $ 3946 $ 95 2%

Net mvestment income 9,792 (2,431) 12,223 503%
Total Additions 13,833 1,515 12,318 813%
Deductions

Benefits 4,683 4412 271 6%

Administrative expenses 166 139 27 19%
Total Deductions 4,849 4,551 298 7%

Change in net position 8,984 (3,036) 12,020 396%
Net position - restricted for pension benefits,

Beginning of the year 48,514 51,550 (3,036) -6%
Net position - restricted for pension benefits,

End of the year $§ 57498 § 48514 $ 8984 19%
Additions

Net investment income increased by 503% or $12.2 million in 2019. The stock market in 2019 experienced a
significant rebound from the 2018 downturn which accounts for the gains to the plan.

Deductions

Benefits increased by 6% overall. Monthly benefits increased approximately 4% due to an increase in number of
retirees and beneficiaries. Lump sums, refunds and rollovers increased 14% due to the number of retirees
receiving lump sum payments and refunds to non-vested terminated employees.

Economic Factors and Next Year’s Rates

The 2019 plan contribution rates for the City and Employees are 9% and 6% respectively. This is consistent with
the prior year. There is no change in contribution rates planned for 2020.

Contacting the Plan’s Financial Management
This financial report is designed to provide members and other users with a general overview of the Plan’s

finances and to show the Plan’s accountability for the funds it receives. If you have questions about this report,
you may contact the Plan’s Administrator at 1011 Tremont, Galveston, TX 77550 or by phone at 409-765-9311.

H
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BASIC FINANCIAL STATEMENTS
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
STATEMENT OF PLAN NET POSITION

December 31, 2019
Assets
Investments at fair value:
Money market funds $ 1,337,010
Domestic equity mutual Funds 41,262,531
Domestic fixed income mutual funds 12,824,470
International fixed income funds 2,080,920
Total Investments at fair value 57,504,931
Receivables:
Accrued interest and dividends 10,302
Total Assets 57,515,233
Liabilitie s
Accounts payable 17,327
Net position - restricted for pension be ne fits $  57497.906
DRAFT 07.28.20
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
For the year ended December 31, 2019

Additions

Contributions:
Employer
Employees

Total contributions

Investment income:
Net change in investments
Interest and dividends
Less mvestment expenses
Net investment income
Total additions

Deductions
Benefits:

Retirement

Survivor

Disability

Rollover
Administrative expenses
Total deductions

Change in net position

Net position restricted for pension benefits

Net position - beginning
Net position - ending

See accompanying notes to the financial statements.

$ 2,424,690
1,616,461
4,041,151

8,583,152
1,288,837

(80,498)
9,791,491
13,832,642

4,086,017
317,663
32,718
246,398
165,769
4,849,065

8,983,577

48,514,329
$ 57,497,906
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS

A. Description of the Plan

The City of Galveston Employees’ Retirement Plan for City Employees (the “Plan”), a component unit of the City
of Galveston (the “City™), is a single-employer defined benefit pension plan created by City ordinance under the
authority of Title 8, Subchapter A of the Texas Government Code, to provide retirement and incidental benefits
for employees of the City who are not Participants of the retirement plans for the police department employees or
firefighters. The Plan has been designed as a "governmental plan" by the U.S. Department of Labor and, thus, is
not subject to the provisions of Title I of the Employee Retirement Income Security Act of 1974 (ERISA).

Effective January 1, 2009, the Plan was amended and restated to allow employees to repurchase years of service
under the Plan. Members wishing to repurchase years of service must deposit the present value of the increase in
the present value of the member’s accrued benefit in the Plan. The amendment also included modifications to the
requirements for the payout of lump sum amounts, so that no consent is required for amounts less than $1,000.
The following brief description of the Plan, as amended and restated, is provided for general information purposes
only. Participants should refer to the Plan agreement for more complete details.

The City of Galveston, Texas, is the Plan sponsor. All active employees of the City are Participants of the Plan
except for part-time employees, temporary employees performing emergency service, employees compensated on
a fee basis, employees who are Participants of the City of Galveston Employees’ Retirement Plan for Police,
employees who are Participants of the Galveston Firefighters’ Pension Fund and leased employees. Participation
is mandatory for all employees hired after January 1, 1957.

Plan Administration

A Plan Administrator appointed by a seven-Participant Board of Trustees administers the Plan. Some of the more
significant responsibilities of the Plan Administrator are:

* to construe and interpret the Plan, decide all questions of eligibility and determine the amount, manner
and time of payment of any benefits under the Plan;

¢ to receive from the City and from Participants such information as shall be necessary for the proper
administration of the Plan;

* toreceive and review the periodic valuation of the Plan made by the Plan's actuary;

* toreceive and review reports of the financial condition and of the receipts and disbursements of the Trust
Fund from the Trustee;

* to appoint or employ for the Plan any agent he deems advisable, including, but not limited to, legal
counsel, accountants, consultants and actuaries;

¢ to adopt such rules and regulations for the administration of the Plan as he deems necessary or desirable,
with such rules and regulations being subject to review by the Board.

— frogm g e o
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

A. Description of the Plan - continued

Retirement Benefits

Plan Participants are eligible for normal retirement at age 65. Normal retirement date is the last day of the month
in which a Participant reaches his 65" birthday and completes five years of vesting service. Payments commence
on the first day of the following month. The normal retirement benefit under the Plan equals 2.25% of Average
Monthly Compensation multiplied by a Participant’s years of benefit service. The maximum normal retirement
benefit is $4,167 per month. Service retirement benefits are payable for the Participant’s lifetime. In the event the
Participant’s death precedes that of his or her spouse, one half of the Participant’s pension will be continued to the
spouse for his or her lifetime or until remarried.

The Plan permits early retirement after age fifty-five (55) and ten years of vesting service or after age sixty-two
(62) and five years of vesting service. If a Participant chooses to receive this benefit on or after early retirement,
the Participant receives a benefit equal to the normal retirement benefit multiplied by the Participant’s years of
Benefit Service as of his early retirement date. If the Participant’s pension commences prior to his normal
retirement date, the foregoing monthly benefit is reduced by 1/180th for each of the first sixty (60) months and
1/360th for each of the next sixty (60) months preceding age sixty-five (65) calculated from the starting date of
the payments. This reduction does not apply to Participants who have completed 20 or more years of vesting
service as of December 31, 2003; Participants who completed fifteen years of vesting service as of December 31,
2003, and twenty years of vesting service at date of termination; or individuals who were Participants on June 1,
1994, were hired after the age of 45 and who have completed 10 years of vesting service. Early retirement
benefits are payable for the Participant’s lifetime. In the event the Participant’s death precedes that of his or her
spouse, one-half of the Participant’s pension will be continued to the spouse for his or her lifetime or until
remarried.

An active Participant of the Plan who neither has a right to a Deferred Vested Pension under the Plan nor is
drawing a monthly Pension from the Plan may repurchase the period or periods of prior Service he or she served
under this Plan. The amount which the Participant must deposit into the fund shall equal the present value, on the
date of repayment, of the increase in the present value of the Participant’s Accrued Benefit under the Plan which
results from the Participant’s repurchased service. A Participant who requests the calculation of the amount
needed to repurchase prior Service shall bear the cost of the calculation, regardless of whether the Participant
actually chooses to make such repurchase. The repayment of Participant contributions shall be deemed an after-
tax contribution under the Plan.

A Participant shall be eligible for a deferred vested pension if his employment is terminated for reasons other than
death, disability or any of the aforementioned retirement provisions on or after five (5) or more years of service
and prior to age sixty-five (65). Payment of the deferred vested pension is to commence at age sixty-five (65). If
the Participant has completed at least ten (10) years of service, the deferred vested pension may commence at age
fifty-five (55).

iy s e Y Y.
gr} i iiia gw g {} as’:j ° fi é . :} i}

9 City of Galveston Employee’s Retirement Plan 2019 FS

Pss



CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

A. Description of the Plan - continued

Retirement Benefits - continued

A Participant who meets the requirements for a deferred vested pension shall receive a non-forfeitable right to the
accrued pension benefit payable monthly in accordance with the following schedule:

Years of Vesting Service Percentage %
Less than 5 0%
5 50%
6 60%
7 70%
8 80%
9 90%
10 or more 100%

If the payment commences prior to age sixty-five (65), the amount determined above shall be reduced by 1/180th
for each of the first sixty (60) months and 1/360th for each additional month by which the starting date of pension
payment precedes age sixty-five (65).

Optional Forms of Benefits

A Participant who takes normal or early retirement or receives a vested termination benefit under the Plan may
elect to receive a lump sum distribution of his or her accumulated contributions and a reduced monthly benefit. If
the single sum value of a Participant’s benefit is less than $15,000, the Participant may elect to receive the entire
value of his or her accrued benefit paid in a lump sum.

Severance Benefits

The minimum severance benefit is a refund of the Participant's accumulated contributions. A fter becoming
eligible to receive benefits, a retired Participant may elect to receive a refund of his contribution accumulation, if
any. Such election must be made prior to the commencement of any benefit payments and the Participant forfeits
any further rights or benefits under the Plan. Payments of a Participant's contribution accumulation and other
single-sum benefits shall be paid in one lump sum or in installments without interest accruing thereon.

Disability Benefits

A Participant, regardless of the Participant’s age and years of service, terminated by reason of total and permanent
disability, is eligible for a monthly pension, payable until death or when the disability ceases, whichever occurs
earlier, commencing upon the latter of certification of the disability or 90 days after date of disability. The
pension amount prior to age sixty-five (65) is calculated at 60% of the Participant's monthly rate of pay at the time
of the disability, reduced by any workers' compensation, Railroad Retirement or any other disability plan
payments, excluding primary social security disability. The pension amount will not exceed One Thousand Five
Hundred Dollars ($1,500) per month. On and after age sixty-five (65), the pension amount is calculated as for
normal retirement benefits assuming a constant rate of pay and service from disability to age sixty-five (65).

B A EF 5T 5 S
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

A. Description of the Plan - continued

Death Benefits

The minimum in-service death benefit after completing five (5) years of service will be Two Thousand Five
Hundred Dollars ($2,500) or the Participant's contribution accumulation, whichever is greater, less any payments
paid to or on behalf of the deceased.

The Plan provides for a monthly pension for a surviving spouse or dependent children, if the Participant should
die while actively employed and has completed five (5) or more years of service. The monthly benefit,
commencing on the first day of the month after the date of death, payable for life or until remarriage, whichever
occurs earlier, is equal to fifty percent (50%) of the normal retirement benefits considering average compensation
and service at date of death. In the event of surviving children and no surviving spouse, or surviving dependent
children upon the death of the surviving spouse, each dependent child is eligible for a monthly pension, payable
until the attainment of age eighteen (18) or until such child’s death prior to attaining age eighteen (18). If there is
more than one child under the age eighteen (18), then such benefit is divided proportionately among those
children under age eighteen (18) at the time of Participant’s death.

Participation Summary Data

Below is a summary of the participant data for the Plan as of December 31, 2019, the date of the Plan’s last
actuarial valuation:

Retirees and beneficiaries currently receiving benefits 356
Inactive employees entitled to only a refund of contributions 166
Inactive employees entitled to but not receiving benefits 66
Active employees 516
Total Participants 1,104

B. Summary of Significant Accounting Policies
Basis of Accounting
The Plan’s financial statements are prepared using the accrual basis of accounting.

Contributions

Plan Participant contributions are recognized in the period in which the contributions are due. Employer
contributions are recognized when due and the employer has made a formal commitment to provide the
contributions.

The City and Employees currently contribute 9 percent and 6 percent, respectively of covered compensation to the
pension plan.

Benefit payments

Benefits and refunds are recognized when due and payable in accordance with the terms of the Plan.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

B. Summary of Significant Accounting Policies - continued

Use of Estimates

The preparation of financial statements, in conformity with generally accepted accounting principles, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Fair Value

Plan investments are presented at fair value or estimated fair value. Fair value measurements are based on the
hierarchy established by generally accepted accounting principles.

Investments are reported at fair value. Fair value measurements are based on the hierarchy established by
generally accepted accounting principles. The fair value hierarchy, which has three levels, is based on the
valuation inputs used to measure an asset’s fair value: Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; level 3 inputs are significant unobservable

inputs.
Administrative Expenses

The Plan pays all administrative expenses incurred in the administration of the Plan, including expenses and fees
of the trustee. All fees are paid from the trust fund. Expenses are recorded when in incurred.

Refunds Paid

Participants are eligible for a refund of their contributions upon termination of service. No interest is paid on
refunds. Terminated employees must request a refund of contributions. Contribution refunds are recorded when
paid.

C. Cash, Investments and Related Activity
Cash and Cash Equivalents

The Plan considers all highly liquid investments with a maturity of three months or less when purchased to be
cash equivalents. Cash equivalents consist of money market funds. Cash balances were covered by federal
depository insurance and/or by collateral held by the Plan's agent in the Plan's name.

Investments

The Plan’s investment policy provides for investments in fixed income securities and equities. Statutes of the
State of Texas authorize the Plan to invest surplus funds in a manner provided by the Government Code, Chapter
802, Subchapter C.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

C. Cash, Investments and Related Activity - continued

Investments - continued

The Plan’s investment policy provides for investments in fixed income securities and equities. Statutes of the
State of Texas authorize the Plan to invest surplus funds in a manner provided by the Government Code, Chapter
802, Subchapter C.

Investments are reported at fair value. Fair value measurements are based on the hierarchy established by
generally accepted accounting principles. The fair value hierarchy, which has three levels, is based on the
valuation inputs used to measure an asset’s fair value: Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; level 3 inputs are significant unobservable
inputs.

The Plan’s investments at fair value measurements are as follows at December 3 1,2019:

Level2 Level 3 Percentage
Plan Asset Level 1 Inputs Inputs Inputs of Total
Money Market Mutual Fund $ 1337010 $ -3 - 2%
Domestic equity mutual Funds 41,262,531 - - 72%
Domestic fixed income mutual funds 12,824,470 - - 22%
International fixed income funds 2,080,920 - - 4%
$ 57504931 § - 3 - 100%

Realized Gains and Losses

During 2019, the Plan realized a net gain of $100 thousand from the sale of investments. The calculation of
realized gains and losses is independent of the calculation of the net increase or decrease in the fair value of
investments. Realized gains and losses on investments that have been held in more than one fiscal year and sold in
the current year may have been recognized as an increase or decrease in the fair value of investments reported in
the prior year. The net increase in the fair value of investments during 2019 was $8.6 million. This amount takes
into account all changes in fair value that occurred during the year. The unrealized gain on investments held at
year-end was $8.5 million.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the Plan will
not be able to recover the value of its investment or collateral securities that are in the possession of an outside
party. Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in
the name of the Plan, and are held by either the counterparty or the counterparty’s trust department or agent but
not in the Plan’s name. At December 31, 2019, the Plan’s investments that were not subject to custodial credit risk
were the investments in corporate and foreign bonds and common equity and preferred stock securities as they are
registered in the name of the Plan and held by the agent.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

C. Cash, Investments and Related Activity - continued
Investments - continued

Concentration of Credit Risk

The allocations of assets among various asset classes are set by the board. The Plan will contract with investment
managers to use different investment approaches but maintain a balanced portfolio. Statutes of the State of Texas
authorize the Plan to invest surplus funds in a manner provided by the Government Code, Chapter 802,
Subchapter C. The Plan provides that no more than 10% of the Plan’s market value will be invested in any one
common equity security and no more than 30% of the market value will be invested in any one industry.

The following was the Board’s adopted asset allocation policy as of December 31, 2019:

Asset Class Minimum Maximum
Equities 25% 70%
Fixed Income 25% 60%
Alternatives 0% 30%
Cash 1% 50%

The plan’s assets are allocated in the following manner at December 31, 2019:

Percentage

of Total

Plan Asset Fair Value Portfolio
Money market funds $ 1337010 2%
Domestic equity mutual Funds 41,262,531 2%
Domestic fixed income mutual funds 12,824,470 22%
International fixed income funds 2,080,920 4%
Total Investments at fair value $ 57,504,931 100%

Rate of Return
For the year ended December 31, 2019, the annual money-weighted rate of return on pension plan investments,

net of pension plan investment expense, was 20.35% percent. The money-weighted rate of return expresses
investment performance, net of investment expense, adjusted for the changing amounts actually invested.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

C. Cash, Investments and Related Activity - continued

Interest Rate Risk

The Plan’s investment policy does not address interest rate risk beyond the applicable investments above as
defined by state statutes and provisions. Information about the exposure of the Plan’s debt type investments to this
risk, using the segmented time distribution model is as follows:

The Plan’s portfolio at December 31, 2019, is allocated in the following manner:

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 6-10 >10

Money Market Mutual Fund 1,337,010 $ 1337010 $ - 3 -
Domestic fixed income funds 12,824,470 - - 11,937421
International fixed income funds 2,080,920 2,080,920

$ 16242400 $ 1337010 $ $ 14,018,341

Credit Risk

Generally, credit risk is the risk that an issuer of a debt-type investment will not fulfill its obligations to the holder
of the investment. This is measured by assignment of a rating by a nationally-recognized rating organization. The
Plan’s investment policy allows for investment in bonds rated BBB (or equivalent) or better. Below investment
grade allocation in excess of 25% of the aggregate fixed income portfolio must have approval from the Board.
The Plan’s debt investments’ ratings at December 31, 2019, are presented below:

Fair Value - Rated Debt Investments
Money Market Fixed income

Quality Ratings Mutual Fund mutual funds Totals
AAA $§ 1,337,010 $ 6,561,379 § 7,898,389
AA - 568,623 568,623
A - 2,273,105 2,273,105
BBB - 2,263,741 2,263,741
BB - 366,911 366,911
B and under - 181,970 181,970
Unrated - 2,689,661 2,689,661
Total Fair Value § 1,337,010 $ 14905390 $ 16,242,400

D. Net Pension Liability

The components of the net pension liability of the plan at December 31, 2019 were as follows:

Total pension liability $ 70,813,036
Plan fiduciary net position (57,497,906)
Plan net pension liability $ 13,315,130

Plan fiduciary net position as a percentage of the
total pension liability 81.20%
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

D. Net Pension Liability (continued)
Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of December 3 1, 2019 using the following
actuarial assumptions:

Investment rate of return 7.25% net of pension plan investment expense,
including inflation

Inflation 2.75%

Annual pay increases 2.75% per year, plus promotion, step and longevity

increases that vary by service
The mortality rates were based RP-2000 Combined Healthy Mortality Tables for males and for females (sex
distinct), projected to 2024 using Scale AA.

Long Term Expected Rate of Return

The long-term expected rate of return on pension plan investments is reviewed for each annual actuarial valuation and
was determined using a building-block method in which expected future net real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. These components are
combined to produce the long- term expected rate of return by weighting the expected future net real rates of return by
the current asset allocation percentage (currently resulting in 4.60%) and by adding expected inflation (2.75%). In
addition, the final 7.25% assumption was selected by rounding down and thereby reflects a reduction of 0.10% for
adverse deviation. The current allocation and expected arithmetic net real rates of return for each major asset class are
summarized in the following table:

_ ‘| Long-Term
: Cwrrent | Expected Net
Faasel g Allocation RE:I Rate of
___Return

Equities

Large cap domestic 30.5% 6.19%

Mid cap domestic 16.1 6.75

Small cap domestic 8.5 6.72

International developed 5.1 6.72

Emerging markets 2.5 8.15
Fixed income

Core 17.7 1.47

Global 3.6 1.70

Multisector 4.6 1.79
Alternatives 9.0 3.05
Cash 2.4 0.19
Total 100%
Weighted Average 4.78%
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

D. Net Pension Liability (continued)
Discount Rate

The discount rate used to measure the total pension liability was 7.25%. No projection of cash flows was used to
determine the discount rate because the December 31, 2019 actuarial valuation showed that expected contributions
would pay the normal cost and amortize the unfunded actuarial accrued liability (UAAL) in 17 years. Because of the
17-year amortization period of the UAAL, the pension plan’s fiduciary net position is expected to be available to make
all projected future benefit payments of current active and inactive members. Therefore, the long- term expected rate of
return on pension plan investments of 7.25% was applied to all periods of projected benefit payments as the discount
rate to determine the total pension liability.

Sensitivity of Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City, calculated using the discount rate of 7.25% as well as
what the City’s net pension liability would be if it were to be calculated using the discount rate that is 1
percentage-point lower (6.25%) or 1 percentage-point higher (8.25%) than the current rate:

1% Decrease Current Discount 1% Increase
{6.25%) Rate (7.25%) (8.25%)
Net pension liability $ 21,347,053 § 13315130  § 6,534,588

E. Tax Status

The Plan obtained its latest determination letter dated June 9, 2011, in which the Internal Revenue Service stated
that the Plan, as then designed, was in compliance with the applicable requirements of the Internal Revenue Code
Section 401(a) and that, therefore, the Plan is tax-exempt.

F. Plan Termination
Although the Board has not expressed any intent to terminate the Plan, upon complete or partial termination of the

Plan, each affected Member’s accrued benefit, based on his years of Service and Average Monthly Compensation
prior to that date of such termination, shall become fully vested and non-forfeitable to the extent then funded.

G. Risks and Uncertainties

The Plan invests in various investment securities. Investment securities are exposed to various risks such as
interest rate, market and credit risks. Due to the level of risk associated with certain investment securities, it is at
least reasonably possible that changes in the value of investment securities will occur in the near term and that
such changes could materially affect the amounts reported in the statement of net assets available for benefits.

H. Commitments and Contingencies

As described in Note A, eligible participants are entitled to payment of their accumulated contributions upon
termination. As of December 31, 2019, aggregate contributions were approximately $9.9 million.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR CITY EMPLOYEES
NOTES TO THE FINANCIAL STATEMENTS (continued)

I. Administrative Expenses

Administrative expenses are paid from Plan assets and were comprised of the following for the year ended
December 31, 2019:

2019
Actuarial services $ 46,689
Legal fees 9,818
Accounting and consulting fees 90,862
Audit fees 14,500
Other 3,900
$ 165,769
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REQUIRED SUPPLEMENTARY INFORMATION

(UNAUDITED)
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR EMPLOYEES

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE CITY OF GALVESTON’S EMPLOYEES’

RETIREMENT PLAN FOR EMPLOYEES
Last Six Measurement Years.

Net Pension Liability and Related Ratios

Total pension liability

Service costs (Pension benefits)

Interest on pension liability

Changes of benefit terms

Differences between expected and actual
experience

Changes of assumptions

Benefit payments, including refunds of member
contributions

Net change in total pension liability

Total pension liability - beginning

Total pension liability - ending {a}

Plan fiduciary net position
Contributions - employer

Contributions - member

Net investment income

Benefit payments, including refunds of member
contributions

Administrative expenses

Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending {b}
Net pension liability - ending {a} - {b}

Fiduciary net position as a percentage of the total
pension liability

Covered employee payroll

Fund's net pension liability as a percentage of
covered payroll

Annual Money Weighted Net Rate of Return

Note to Schedule: Covered payroll is estimated
using employee contributions divided by the
contribution percentage.

2019 2018 2017 2016
2315618 § 2,157,580 § 1,982,697 § 1,782,456
4,953,301 4,640,796 4,423,875 4,388,324
- 735,115 - -
(120,010) (365,588) 636,348 (1,388,765)
- 1,531,884 33,335 1,539,868
(4,683,296) (4,411,522) (4,106,737) (3,921,559)
2,465,613 4,288,265 2,969,518 2,400,324
68,347,423 64,059,158 61,089,640 58,689,316
70,813,036 $ 68,347,423 $ 64,059,158 $ 61,089,640
2,424,690 $ 2367759 § 2274927 $ 2,059,527
1,616,461 1,578,505 1,518,519 1,371,184
9,791,491 (2,431,839) 6,356,393 3,333,830
(4,683,296) (4,411,522) (4,106,737) (3,921,559)
(165,769) (138,864) (133,006) (145,136)
8,983,577 (3,035,961) 5,910,096 2,697,346
48,514,329 51,550,290 45,640,194 42,942,348
57,497,906 48,514,329 51,550,290 45,640,194
13315130  $ 19,833,094 $ 12,508,868 § 15449446
81.2% 71.0% 80.5% 74.7%
26941018 $ 26308417 $ 25308650 § 22853067
49.4% 75.4% 49.4% 67.6%
20.35% -4.75% 14.00% 7.82%

Note: GASB 67 was implemented in fiscal year 2014, therefore

information for entire ten years is not available.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR EMPLOYEES

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE CITY OF GALVESTON’S EMPLOYEES’

RETIREMENT PLAN FOR EMPLOYEES
Last Six Measurement Years

2014

$ 2,184,793
4,291,727

(3,820,447)

2,656,073
53,181,429

$ 55,837,502

$ 1,836,025
1,224,018
1,803,409

(3,820,447)
(123414)

919,591
43,825,641

44,745,232

$ 11,092,270

2015
Total pension liability
Service costs (Pension benefits) $ 2,036,695
Interest on pension liability 4,465,817
Changes of benefit terms -
Differences between expected and actual
experience (932,848)
Changes of assumptions 1,385,114
Benefit payments, including refunds of member
contributions (4,102,964)
Net change in total pension liability 2,851,814
Total pension liability - beginning 55,837,502
Total pension liability - ending {a} $ 58,689,316
Plan fiduciary net position
Contributions - employer $ 1,968,772
Contributions - member 1,315,516
Net investment income (856,751)
Benefit payments, including refunds of member
contributions (4,102,964)
Administrative expenses (127,457)
Net change in plan fiduciary net position (1,802,384)
Plan fiduciary net position - beginning 44,745,232
Plan fiduciary net position - ending {b} 42,942,348
Net pension liability - ending {a} - {b} $ 15,746,968
Fiduciary net position as a percentage of the total
pension liability 73.2%
Covered employee payroll § 21925267
Fund's net pension liability as a percentage of
covered payroll 71.8%

Annual Money Weighted Net Rate of Return -1.94%

Note to Schedule: Covered payroll is estimated

using employee contributions divided by the
contribution percentage.

Note: GASB 67 was implemented in fiscal year 2014, therefore
information for entire ten years is not available.
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$ 20,400,300
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR EMPLOYEES
REQUIRED SUPPLEMENTARY INFORMATION

Last Ten Calendar Years

Actuarially determined
employer contribution

Contributions in relation to the
actuarially required contribution

Contribution deficiency
(excess)

Covered payroll

Contributions as a percentage
of covered payroll

Actuarially required
contribution

Contributions in relation to the
actuarially required contribution
Contribution deficiency
(excess)

Covered-employee payroll

Contributions as a percentage
of covered payroll

Schedule of the City of Galveston’s Contributions

2019 2018 2017 2016 2015
2424690 $ 2367759 $ 2277,779 $ 2,056,776 $ 1728814
2,424,690 2,367,759 2274927 2,059,527 1,968,772

- $ - $ 2852 § (2751) $ (239,958)
26941018  $ 26308178  $25308,650  $22,853,067  $21 ,875,244
9.0% 9.0% 9.0% 9.0% 9.0%

2014 2013 2012 2011 2010
2,040,170  $ 2108505 $ 2026248 $ 1,78695% $ 1,772,588
1,836,025 1,583,356 1,616,976 1,645,622 1,532,371

204,145 $ 525149 $§ 409272 $ 141337 $ 240,217

20400278 $ 17,592,844  $17,966400  $18284689  $18,171 916

9.0% 9.0% 9.0% 9.0% 8.4%
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR EMPLOYEES
REQUIRED SUPPLEMENTARY INFORMATION

Last Five Calendar Years

Valuation date:

Methods and assumptions used to
determine contribution rates:

Asset valuation method
Actuarial cost method
Amortization method
Inflation

Investment rate of return
Administrative expense

Salary increases

Mortality Rates:

Retirement Rates

Notes to Schedule of Contributions

December 31, 2019

Fair Value

Entry Age

Level percentage of payroll, open
2.75%

7.25%

0.6% of payroll

2.75% plus promotion, step and
longevity increases that vary by
servicce

Mortality rates were based on the
PubG-2010 below-medium income
tables for employees and for retirees,
projected for mortality improvement
generationally using the projection
scale MP-2018

Early retirment is allowed for
employees who terminate (a) at age 55
to 64 with at least 10 years of service
or (b) at age 62 to 64 with at least five
years of service. A retirement benefit
that commences before age 65 is
reduced by a formula that
approximates actuarially equivalent
reduction.
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December 31, 2018

Fair Value

Entry Age

Level percentage of payroll, open
2.75%

7.25%

0.6% of payroll

2.75% plus promotion, step and
longevity increases that vary by
servicce

Mortality rates were based on the
PubG-2010 below-medium income
tables for employees and for retirees,
projected for mortality improvement
generationally using the projection
scale MP-2018

Early retirment is allowed for
employees who terminate (a) at age 55
to 64 with at least 10 years of service
or (b) at age 62 to 64 with at least five
years of service. A retirement benefit
that commences before age 65 is
reduced by a formula that
approximates actuariaily equivalent
reduction.

Page 1 of 2

December 31, 2017

Fair Value

Entry Age

Level percentage of payroll, open
2.75%

7.25%

0.6% of payroll

2.75% plus promotion, step and
longevity increases that vary by
servicce

Mortality rates were based on the RP-
2000 Combined Healthy Mortality
Tables for males and for females (sex
distinct) prjected to 2024 by scale AA.

Early retirment is allowed for
employees who terminate (a) at age 55
to 64 with at least 10 years of service
or (b) at age 62 to 64 with at least five
years of service. A retirement benefit
that commences before age 65 is
reduced by a formula that
approximates actuarially equivalent
reduction.
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CITY OF GALVESTON EMPLOYEES’ RETIREMENT PLAN FOR EMPLOYEES
REQUIRED SUPPLEMENTARY INFORMATION

Last Five Calendar Years

Valuation date:

Methods and assumptions used to
determine contribution rates:

Asset valuation method
Actuarial cost method
Amortization method
Inflation

Investment rate of return
Administrative expense

Salary increases

Mortality Rates:

Retirement Rates

Notes to Schedule of Contributions

December 31, 2016

Fair Value

Entry Age

Level percentage of payroll, open
3.00%

7.25%

0.6% of payroll

3.00% plus promotion, step and
longevity increases that vary by
servicce

Mortality rates were based on the RP-
2000 Combined Healthy Mortality
Tables for males and for females (sex
distinct) prjected to 2024 by scall AA.

Early retirment i allowed for
employees who terminate (a) at age 55
to 64 with at least 10 years of service
or (b) ot age 62 to 64 with at least five
years of service. A retirement benefit
that commences before age 65 is
reduced by a formula that
approximates actuarially equivalent
reduction.

December 31, 2015

Fair Value

Entry Age

Level percentage of payroll, open

3.25%

7.50%

0.6% of payroll

3.25% plus promotion, step and longevity

increases that vary by servicce

Mortality rates were based on the RP-2000
Combined Healthy Mortality Tables for males
and for females (sex distinct) priected to 2024
by scall AA.

Early retirment is allowed for employees who
terminate (a) at age 55 to 64 with at least 10
years of service or (b) at age 62 to 64 with at

Page 2 of 2

December 31, 2014

Fair Value
Entry Age Service Actuarial Cost Method
Level percentage of payroll, closed.
3.00%
8.00%
Assumed to increase 4.0% per year.

5.25% per year, compounded annually

Employee and healthy annuitant combined rates from the
RP-2000 Mortality Table, projected to 2015 using Scake
AA, with the separate rates for males and females.

Active members are assumed to retire once they have both
attained age 65 and completed at least 5 years of service.
Active members who have already reached their assumed

least five years of service. A benefit
that commences before age 65 is reduced by a
formula that approximates actuarially equivalent
reduction.

24

retil nt age are assumed to retire on the valuation date.
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Investment Practices and Performance Evaluation

Overview of the Evaluation

The goal of this evaluation (the “Evaluation”), is to provide the governing body (the “Board”) that oversees the City of Galveston Employees
Retirement Plan for City Employees (the “Plan”): (1) a clear conceptualization of the outcomes of an investment decision making process that
follows guidelines contained in Texas Senate Bill 322, (2) a description of how those outcomes are assessed and measured, (3) a description
of the results obtained from the measurements, and (4) a description of how the Evaluation results validate current practices or point to
changes needed to improve the management process.

FORMULATE OUTCOMES
In advance, prepare a list of
intended outcomes that
describe what the Board
should know following
completion of the

Evaluation, RISK
MANAGEMENT

i

DEFINE THE
MEASUREMENTS
Select appropriate
Evaluation measures and
examine the related
processes.

Effective nsk management
drives performance
axcellence.

IMPROVE PRACTICES
Evaluation results should

improve practices ongoing.

ANALYZE THE RESULTS
Examine and report the

results of the Evalution in a
meaningful way.

This report is intended solely for the use of the Plan, the Board, and the Texas Pension Review Board. The existence of this report may not
be disclosed, nor its contents published in any way without the prior written approval of the Board and Roland|Criss. Roland|Criss does not
accept any responsibility to any other party to whom this report would be shown or into whose hands it may be found.
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Investment Practices and Performance Evaluation

Executive Summary

Background

Texas Senate Bill 322 (“SB 322") was signed into law in June 2019. The law mandates public pension funds to provide comprehensive
analysis of the retirement System's investment process that covers all asset classes.

The Uniform Management of Public Employee Retirement Systems Act (“UMPERS”) modernizes, clarifies, and standardizes the rules
governing the investment and management of public retirement Systems’ assets. It provides legal mandates that permit public employee
retirement Systems to invest their funds in the most productive and secure manner. Public retirement Systems become trusts operated under
rules of prudent investment subject to a fiduciary standard of care.

In this report we present a detailed discussion as to what, in our professional opinion, constitutes generally accepted principles, standards,
and best practices of fiduciary conduct as regards managing investment matters in a public setting. It draws upon the following sources for
guidance as to what would be considered generally accepted fiduciary standards and principles in regard to investment matters:

¢  Uniform Management of Public Employee Retirement Systems Act, 1997 ("UMPERS?”), drafted by the National Conference of
Commissioners of Uniform State Laws to facilitate the incorporation of modern investment practices into State law regulating the
management of public retirement Systems.

* Uniform Prudent Investor Act, 1994 (“UPIA"), drafted by the same body as above, and concerned primarily with the investment
responsibilities of trustees of private gratuitous trusts, but with some bearing on charitable and pension trusts, among others.

*  Uniform Management of Institutional Funds Act, 1972 (“UMIFA”), also drafted by the National Conference of Commissioners of
Uniform State Laws to establish guidelines for the management and use of investments held by colleges, universities, hospitals,
religious organizations and other institutions of an eleemosynary nature. UMIFA is also intended to apply to a governmental
organization that holds funds for eleemosynary purposes, e.g., a public school which has an endowment fund.

* Restatement of Trusts 3d: Prudent Investor Rule, which is the leading authority on U.S. trust law.
* Employee Retirement Income Security Act (“ERISA”) which is the federal law regulating the management of private retirement Plans.

SB 322 requires Texas public funds to hire external firms experienced in evaluating institutional investment practices to review the System's
investment practices, policies and performance in the previous year and to create a report with recommendations for improvement to be
submitted to the Texas Pension Review Board no later than June 1st after the fund's prior fiscal year-end.
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Investment Practices and Performance Evaluation

Executive Summary

UMPERS establishes a “prudent investment expert standard” for public pension Plans. While in operation since 1997, the steps used in order

to conform to that standard have changed somewhat over the years. UMPERS’ current provisions incorporate ten components and include
those shown in the table below:

Table 1 - Components of UMPERS’ Prudent Investment Expert Standard

Component Name Description Legal Substantiation

Modern Portfolio Theory advocates diversification of securities and asset
Modern Portfolio Theory classes. In other words, it promotes the benefits of not putting all your eggs UMPERS Prefatory Notes
in one basket.

UMPERS facilitates the incorporation of modern investment practices, in
Principles of modern prudent investing | large part, by revising and clarifying the standards of prudent retirement fund
investing.

Restatement of Trusts 3d
UPIA

A trustee or other fiduciary shall discharge duties with respect to a retirement
System with the care, skill, and caution under the circumstances then
Standard of prudence prevailing which a prudent person acting in a like capacity and familiar with UMPERS § 7(3)
those matters would use in the conduct of an activity of like character and
purpose.”

The tradeoff in all investing between risk and return is identified as the

Sensitivity to the ri t i . . .
Wity to the riskireturn ratio fiduciary’s central consideration.

UMPERS § 10(2)

Investment and management decisions [respecting individual assets] must
be evaluated not in isolation but in the context of the trust portfolio as a whole
Total portfolio and as a part of an overall investment strategy having risk and return UMPERS § 10(2)
objectives reasonably suited to the [trust/program or appropriate grouping of
programs].

A trustee shall diversify the investments of [the trust/each retirement program
or appropriate grouping of programs] unless the trustee reasonably
determines that, because of special circumstances, [the purposes of the trust
are better served without diversifying/it is clearly prudent not to do so].

Diversification UMPERS § 8(a)(2)
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Investment Practices and Performance Evaluation

Executive Summary

Table 1— Components of UMPERS’ Prudent Investment Expert Standard (cont’d)

Component Name Description Legal Substantiation

A trustee or other fiduciary shall discharge duties with respect to a
Duty of impartiality retirement System impartially, taking into account any differing UMPERS § 7(4)
interests of participants and beneficiaries.

A trustee or other fiduciary shall discharge duties with respect to a
Appropriate and reasonable costs retirement System incurring only costs that are appropriate and UMPERS § 7(5)
reasonable.

Compliance must be determined in light of the facts and circumstances
No hindsight permitted existing at the time of [a trustee’s/the trustee or fiduciary’s] decision or | UMPERS § 10(1)
action and not by hindsight.

There are circumstances that a trustee or administrator may delegate
Delegation functions that a prudent trustee or administrator acting in a like UMPERS § 6
capacity and familiar with those matters could properly delegate.

The remainder of this page left blank intentionally.
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Investment Practices and Performance Evaluation

Executive Summary

Scope
A standardized assessment framework was used in the Evaluation to ensure the Plan’s alignment with SB 322’s guidelines and the prudent
investment expert standard of care. The scope of the framework embraces the following key disciplines:

* Areview and evaluation of internal policies and guidance material for the selection and monitoring of investments, investment
advisors, investment managers, and investment products such as:

- Processes and procedures, including risk assessment frameworks which are used to guide the fiduciaries’ decisions on
investment related matters;

— Evaluation and reporting methodologies, including the depth of testing performed during the Board’s’ monitoring activities; and
- Past audit reports and recommendations produced by the Plan’s external audit firm.

* An examination of whether the current monitoring model in relation to investment decision making is appropriate to achieve efficient
and effective compliance with fiduciary standards, and how it can be improved.

During the Evaluation we measured the following topics in relation to SB 322’s and UMPERS’ requirements that fiduciaries, and the
investment monitoring systems they use, are equivalent in competency and functionality to the skills of a ‘prudent investment expert:”

1. Investment Policy - Adoption and Implementation

2. Asset Allocation

a) Process for determining target allocations;
b) Expected risk and rate of return;

¢) Appropriateness of selection and valuation methodologies of alternative and illiquid assets: and
d) Future cash flows and liquidity needs.

3. Fees - Appropriateness of Investment Fees and Commissions
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Investment Practices and Performance Evaluation

Executive Summary

4. Governance - Investment Oversight

a) Board authority, bylaws, and chain of command;

b) Investment decision making process: and

c) Investment expertise and education of Board members.

5. Investment Manager Selection Process

Exhibit 1 illustrates the scope of the Evaluation as discussed
Findings section of this report.

Investment Policy

Examine the investment
policy for the definition of
roles and responsibilities of
all parties involved

Examine investment policy
for definition of current
needs and execution tactics

Verify that benchmarks for
asset classes are identified

Verify that the IPS is being
followed by the investment
professionals in practice

Confirm that steps are
defined for monitoring fees

Asset Allocation

Define in writing a
procedure for selection and
monitoring

Document annually the

objectives for cash flow,
expected rate of return,

and target allocation

Ensure that money
managers are selected
using a formal system

Confirm that asset classes
adhere to the allocation
limits set up in the IPS

Confirm that the asset
allocation is understood by
all parties

Confirm the investment
manager coordinates the
expected rate of return with
all parties

Develop and maintain
written policies describing
the management and
monitoring of indirect
compensation

Review investment
related fee disclosures
on a quarterly schedule

Verify that fees are
benchmarked against
appropriate peers

Perform a documented
analysis of the
reasonableness of the
Plan’s fees

Governance

Maintain a high state of
familiarity with the Plan’s
governance structure

Review the protocol used by
the fiduciaries for recording
their investment decisions

Examine the framework
against which the fiduciaries
manage the investment
decision making process and
upgrade as needed

Require and monitor training
for the Plan’s fiduciaries

Exhibit 1 - Scope of the Evaluation

above. Our findings for each focal point in the Evaluation are contained in the

Investment Managers

Review investment
performance reports
published by vendors

Verify that
recommendations align
with investment policy

Evaluate investment
managers on a periodic
basis using defined
performance indicators

Verify that watch list
decisions are documented
on a consistent basis

Confirm that providers’
investment related
recommendations are
considered by the
fiduciaries and are
recorded in the Board’s
proceedings
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Investment Practices and Performance Evaluation

Executive Summary

Approach

In line with the objectives for the Evaluation contained in SB 322, Roland|Criss employed a standardized methodology. Our intent was to
uncover any key risk indicators — areas of potential risk — on which the Board should focus. The chart below outlines the Objectives that
underscore the methodology and a summary of the criteria implicit in each objective. (Please refer to Appendix B for a more thorough
discussion of the methodology.)

Across each of the practice areas summarized in the illustration shown on the previous page, our approach was divided into four phases. The
chart below illustrates the four phases of our approach and identifies the stakeholders who were represented during the Evaluation.

Exhibit 2 - Investment Process Evaluation

ASSESSMENT APPROACH STAKEHOLDERS

Review documents

Examine: vendors,
investments, returns Investment

Consult with Process

stakeholders Evaluation

Develop findings and
report to the Board

Confidential Page 9 of 31

P79



Investment Practices and Performance Evaluation

Findings

Investment Policy

The prudent investment expert standard requires retirement Plan fiduciaries to make choices from a broad range of investment options in
order to effectively diversify their Plan’s assets accounts. Such options should:

e Be diversified;
* Have materially different risk and return characteristics; and

* Help to minimize the Plan’s overall risk when combined with other investments.

Plan fiduciaries face a challenge, however, when attempting to offer a wide range of investment styles while enabling ease of decision making.
There is no single solution that proves optimal for all Plans. Policy guidelines, therefore, are essential and must be adhered to by the fund
managers and advisors to whom implementation of policy is delegated.

During our work we examined the Plan’s investment policy against fourteen internal control steps presented by the Evaluation methodology.
One opportunity for improvement (“OFI") emerged that includes four steps. The OFl is listed in the next section of this report along with a
description of action steps that may be pursued.

Asset Allocation

Asset allocation involves dividing an investment portfolio among different asset categories, such as stocks, bonds, and cash. The process of
determining which mix of assets to hold in a portfolio is an individualized one. The asset allocation that works best for public pension Plan at
any given point depends largely on the time horizon for the portfolio and the Plan fiduciaries’ risk tolerance.

In order to provide a clear picture of the Plan’s alignment with asset allocation best practices, we tested the Plan’s approach against twenty-
five activities. Those activities are grouped within five components of the asset allocation discipline and include the following: Determine

Target Allocations; Expected Risk and Expected Rate of Return; Selection & Valuation Methodologies of Alternative and lliquid Assets; and
Future Cash Flow and Liquidity Needs.

We concluded that no OFI's exist that if addressed would significantly enhance the process used to manage the Plan’s investment asset
allocation activities. The board should continue to monitor the assets on a quarterly basis.
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Investment Practices and Performance Evaluation

Findings

Fees

Understanding and evaluating fees and expenses associated with Plan investments, investment options, and services are an important part of
a fiduciary’s responsibility. This responsibility is ongoing. After careful evaluation during the initial selection, monitoring Plan fees and
expenses ongoing is vital in order to determine whether they continue to be reasonable in light of the services provided

In determining the number of investment options and the level and type of services paid for by a Plan, it is important to understand how all
fees and expenses affect investment performance. The cumulative effect of fees and expenses on retirement Plans can be substantial.

We concluded that five steps exist in the approach the Plan uses for monitoring and controlling investment related fees.

Governance

Fiduciary standards of care require investment committees demonstrate procedural prudence in the conduct of their duties. This prudence
standard, which applies to all fiduciary acts under UMPERS, is both procedural and substantive in nature.

Procedural prudence is generally satisfied if a committee performs an adequate investigation of the merits of any proposed investment action.

In addition to being made in accordance with procedural prudence, investment decisions should also be made with the skill of a professional
investor.

Investment decisions delegated to third parties do not relieve a Plan’s governing body of the risks associated with the failure to satisfy the
procedural prudence standard.

Findings developed during the Evaluation revealed that opportunities to improve the effectiveness of two steps embodied in the Evaluation
methodology exist..

Confidential Page 11 of 31

P81



Investment Practices and Performance Evaluation

Findings

Investment Managers

Due diligence is the heart and soul of investment manager selection. A good due diligence process objectively whittles down the universe of
available managers to just those who meet high standards for inclusion in a retirement Plan’s portfolio.

The objectives of investment manager due diligence are first examined using quantitative data to evaluate funds against set benchmarks and
in relation to peers. In addition to quantitative analysis, fiduciaries should consider applying qualitative factors, which can help detect
organizational instability. Any organizational instability, over time, usually leads to a manager’s underperformance.

We identified one step in the Plan’s process for selecting Investment Managers.

The remainder of this page left blank intentionally.

Confidential Page 12 of 31

P82



Investment Practices and Performance Evaluation

Opportunities for Improvement

Pursuing Excellence

Continuous improvement is an ongoing effort to advance the effectiveness of the Plan’s management approach. It helps meet the dual goals
of reduced risk and facilitating the best outcomes for the Plan’s participants. Identifying ways to improve also enhances the quality of the
Plan’s investment decision making process resulting in a higher level of confidence among the Plan’s managers.

Conditions that can adversely affect the Plan’s investment discipline comprise Key Risk Indicators (“KRI"). The Evaluation team used KRIs to
uncover misalignments with SB322 and UMPERS. KRiIs aid in the examination of each internal control by revealing changes in the levels of
risk exposure and help trigger early warnings that recognize specific risks, prevent failures, and avoid negative outcomes in time.

As presented earlier in the Findings section of this report, we identified opportunities for improvement between the internal controls contained
in the Evaluation methodology and the Plan’s operations. While some of the opportunities require less urgent attention than others,
improvement opportunities exist that should be addressed in the near-term.

Our conclusions of how the KRI's impact on the Plan’s management System are discussed in the following pages, along with an indication of
the urgency associated with each finding.

The results of the Evaluation of each step in the assessment methodology are illustrated using the following graphics:

(xxo (XIo

Nonconforming Needs Improvement Conforming

The action specified by a step in The evidence presented indicates that It was determined during the

the Evaluation methodology was a requirement has been effectively Evaluation of a specific action step that
deemed to have failed to meet the implemented but additional relevant fiduciary standards of care
required action. effectiveness or robustness might be were fulfilled.

possible with a modified approach.

Any step in the Evaluation methodology that was deemed to be Nonconforming or Needs Improvement is presented in the following pages
of this report along with a statement of the reason for its distinction as an opportunity for improvement.
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Opportunities for Improvement

Reference Step 1.2, 1.3, 1.5,
1.8, 3.1, 3.3, and 5.1

The structure of the IPS adheres to industry best practices.

The IPS should be updated to add roles and responsibilities of all parties involved in
oversight of Plan investments, investment fee monitoring process, along with fund selection
and monitoring criteria.

An updated IPS is pending review by the Board and, once adopted and followed, will satisfy
the steps necessary to clear this OFI.

Urgency Letel

Reference Step 3.7, 3.8, 3.10

The System should follow a documented process to account for and control all Plan-
related fees. The fees are reviewed for reasonableness on a consistent basis, using
adequate benchmarks.

While investment fees are reviewed quarterly by the Plan’s investment consultant against
the Plan’s peers, there is no defined method for determining if the Plan’s investment related
fees are reasonable. The Board also receives financial statements each meeting, which
include all other plan-related fees, such as administrative, actuarial, and financial audit.

SB 322 includes fee benchmarking language, However, there is currently no available fee
benchmark for Texas-based public pension funds. Considering the frequency of the Board’s
meetings and the substance of its reviews of service agreements and fees, it is our opinion
that the Board is fulfilling its duty to monitor and control plan expenses.

We recommend that the Board document the results of its provider service and fee review at
least annually. Additionally, the results of the review should provide a determination that the
fees are reasonable.
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Investment Practices and Performance Evaluation

Opportunities for Improvement

Reference Step 4.15, 4.17

...o.vmozcz,.mq for _333<m3m3_m:53m~< Descriptio

The System has policies and procedures in place to review the effectiveness of its
investment program, internal staff, and outside consultants.

Prior to the Evaluation, the Board did not possess an internal controls checklist from which
to validate its practices with its policies. Subsequently, the Plan Administrator developed an
internal controls checklist based on the Plan’s current operations.

We recommend that the Board adopt the internal controis o:mo!.ﬂ and annually assess the
Plan’s operations.

The remainder of this page left blank intentionally
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Appendices

Appendix A - The City of Galveston Pension Board
Appendix B — Evaluation Methodology

Appendix C -- Supplemental Investment Data
Appendix D - Glossary of Terms

Appendix E — Disclosures
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Appendix A — The Retirement Fund Board of Trustees

Name

Position and Title

Don Davison

Board President

Mike Loftin

Board Member

Louis Rosen

Board Member

Rodney Low

Board Member

Robert Simmons

Board Member

James Patterson

Board Member

Jeff Ammerman

Board Member

Ham, Langston & Brezina, LLP

Contacts:

Ann Masel and Jacque Vasquez

Plan Administrator (Non-voting Member)

*The City Council of Galveston is the Plan Sponsor.
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Appendix B — Evaluation Methodology

The scope of this engagement was to assist the Plan’s responsible fiduciaries identify the areas of improvement that when implemented would
upgrade the Plan’s alignment with fiduciary best practices.

Roland|Criss used the guidelines set forth in the ISO 19011 standard for auditing management systems. The standard contains guidance on
managing a process audit program, the principles of auditing, and the evaluation of individuals responsible for managing process audit programs.

ISO 19011 offers guidance on every step of auditing a management system or audit program, including:

Exhibit 3~ 1SO 19011 Process Audit Methodology

Define Audit Program Objectives

Conduct the Audit Review the Results

Ensure that specific objectives are understood Plan and review internal documents Assess the audit results

Make audit arrangements with all stakeholders Collect and verify audit evidence Develop conclusions

Assign roles and responsibilities Generate findings Confirm audit's conformance to the standard
Define the scope, location, and duration Validate findings Update the report with conclusions
Determine specific criteria and checklists Produce a report Ensure confidentiality and data security
Establish review procedures Present the audit report

The measurements used in this Evaluation provided a framework against which the investment management system used by the Board should

align. The methodology applied tests to 82 steps developed from an examination of UMPERS, case law, best practices, and SB 322 that impact
individuals who oversee an investment decision making process.
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Appendix B — Evaluation Methodology

The ideal outcome of the Evaluation is a defensible risk assessment framework that allows for the identification of any gaps between the Plan’s

investment decision making controls, UMPERS’ prudent investment expert standard, and SB 322's examination guidelines. The anticipated
benefits of taking a risk-based approach are:

* Better identify areas of greatest concern, targeting likeliness and severity of noncompliance with UMPERS;
*  Prioritization of compliance review activity; and
* More effective allocation of the Plan’s resources.

The following pages of this appendix list the measurements used in the Evaluation, which are organized into five categories of objectives:
Investment Policy, Asset Allocation, Fees, Governance, and Investment Managers.
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Appendix B — Evaluation Methodology

The Evaluation Measurements

Investment Policy

Step 1.1 The Plan’s management system (the “System”) maintains a written investment policy statement (IPS).

Step 1.2 Roles and responsibilities of those involved in governance, investing, consulting, monitoring and custody are clearly
outlined.

Step 1.3 The IPS is carefully designed to meet the real needs and objectives of the retirement Plan. Itis integrated with any
existing funding or benefit policies.

Step 1.4 The IPS is written clearly and explicitly so that anyone could manage a portfolio and conform to the desired intentions.

Step 1.5 The structure of the IPS adheres to industry best practices.

Step 1.6 The IPS contains measurable outcomes for managers and includes the time periods in which performance is to be
considered.

Step 1.7 Evidence is present that the System is following its IPS.

Step 1.8 The Board's practices align with the IPS and related procedures.

Step 1.9 Stated investment objectives are being met.

Step 1.10  The retirement fund is able to sustain a commitment to the policies under stress test scenarios, including those based on
the capital markets that have actually been experienced over the past ten, twenty, or thirty years.

Step 1.11 The investment managers can maintain fidelity to the IPS under all the scenarios considered by the Board.

Step1.12  ThelIPSis designed to achieve its stated objectives under all the scenarios considered by the Board and City Council.
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Appendix B — Evaluation Methodology

Step 1.13  The IPS is reviewed and updated on a consistent basis.

Step 1.14  Substantial changes to the IPS are implemented timely and are documented adequately.

Asset Allocation — Determining Target Allocations

Step 2.1 The System has a formal written policy for determining and evaluating its asset allocation strategy.

Step 2.2 The System is following the asset allocation policy.

Step 2.3 Persons responsible for making the decisions regarding strategic asset allocation are defined.

Step 2.4 The System'’s overall risk tolerance is expressed and measured, and the methodology used to determine and evaluate
the strategic asset allocation is defined.

Step 2.5 The strategic asset allocation is reviewed on a regular, recurring basis.

Step 2.6 The System'’s investment consultants and actuaries communicate regarding their respective future expectations.

Step 2.7 The current assumed rate of return is used for discounting Plan liabilities and is a key consideration in the decision-
making process for setting the asset allocation.

Step 2.8 The actuarial expected return on assets is a function of the Plan asset allocation or the asset allocation has been chosen
to meet the desired actuarial expected return on assets.

Step 2.9 The asset allocation approach used by the System is based on a specific methodology that is prudent, recognized as
best practice, and consistently applied.

Step2.10  The System implements a tactical asset allocation. A defined methodology is used to determine the tactical asset N/A
allocation. Parties responsible for making decisions regarding tactical asset allocation are defined.

Step 2.11  The asset allocation strategy and results are compared against peers. N/A
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Appendix B — Evaluation Methodology

Asset Allocation - Expected Risk and Expected Rate of Return

Step 2.12  The strategic and tactical allocations are defined. N/A
Step 2.13  The expected risk and expected rate of return for each asset class is defined. N/A
Step2.14  Investment risk tolerance is defined and is used in determining expected rates of return and takes into account the
relevant time horizon.
Step2.15 A mix of assets is hypothesized in order to achieve the Plan's investment return and risk objectives.
Step2.16  Consideration is given to active vs. passive management.
Step 2.17  The approach used by the System to formulate asset allocation strategies is sound, consistent with best practices, and
results in a well-diversified portfolio.
Step2.18 The strategic and tactical allocations are reviewed on a consistent basis.

Asset Allocation — Selection & Valuation Methodologies of Alternative and llliquid Assets

Step2.19 A procedure for evaluating alternative and illiquid assets and their selection is defined and adhere to. N/A

Step 2.20  Given its size and level of investment expertise, the System’s alternative investments are appropriate. The IPS outlines N/A
the types of alternative and illiquid investments allowed, as well as the maximum allocation allowable.

Step2.21  Valuation methodologies are used and documented that measure alternative and illiquid assets. N/A

Asset Allocation — Future Cash Flow and Liquidity Needs

Step 2.22

The Plan’s anticipated future cash flow and liquidity needs are calculated on the basis of the relevant group projection.

Confidential

Page 22 of 31

P92



Investment Practices and Performance Evaluation

Appendix B — Evaluation Methodology

Step2.23  An asset liability study is conducted annually.

Step2.24  System wide specific issues are incorporated in the asset allocation process including: the Plan’s current funded status p
and its impact on asset allocation strategy; a documented list of actions to be taken if the Plan is underfunded, has a gmu
surplus or if it is approaching fully funded status; differences between expected short-term inflows and outflows and their
impact on asset allocation; and consideration is given to how the nature of the Plan’s liabilities impact the allocation.

Step 2.25  Stress testing of a type that is relevant to the Plan is incorporated in the cash flow and liquidity Planning process. g”.u

Fees

Step 3.1 The System’s policies describe the management and monitoring of direct and indirect compensation paid to investment
managers and other service providers.

Step 3.2 Direct and indirect investment fees (e.g., revenue sharing) and commissions paid by the System are identified.

Step 3.3 Individuals responsible for monitoring and reporting fees to the Board are identified and documented.

Step 3.4 Responsibilities are clearly defined in the System's IPS.

Step 3.5 All forms of manager compensation are included in reported fees.

Step 3.6 Investment fees and commissions (e.g., revenue sharing) are compared to peer group and industry averages.

Step 3.7 Adequate benchmarks have been established and are used for evaluating Plan-related fees.

Step 3.8 The System has appropriate policies and procedures in place to account for and control investment expenses and other
asset management fees.

Step 3.9 Other fees incurred by the System that are not directly related to the management of the portfolio are documented.
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Investment Practices and Performance Evaluation

Appendix B — Evaluation Methodology

Step 3.10  All Plan fees are reviewed for reasonableness on a consistent basis.

Step 3.11 Legal counsel is employed as needed to review agreements for investment consulting arrangements and alternative
investment contracts.

Governance

Step 4.1 The Board has a charter outlining the governance structure that embraces the IPS.

Step 4.2 All investment related policy statements are easily accessible by the Board’s members and the public.

Step 4.3 Board meetings are documented and include the primary topics of discussion and the amount of time, detail, and
discussion devoted to investment issues.

Step 4.4 Meeting agendas and detailed minutes are available to the public.

Step 4.5 The backgrounds of all Board members are documented, and investment related educational requirements exist.

Step 4.6 Investment-related training is required of new Board members and training is provided ongoing on a consistent basis.

Step 4.7 The Board has established minimum education requirements for its members on the subjects of ethics, governance, and
investments and all members have completed such education.

Step 4.8 The System applies adequate policies and/or procedures to help ensure that all Board members understand their
fiduciary responsibility.

Step 4.9 The investment management model is documented.

Step 4.10  The Board receives impartial investment advice and guidance.

Step 4.11 An industry evaluation of Plan provider services and fees is performed every three to five years.
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Investment Practices and Performance Evaluation

Appendix B — Evaluation Methodology

Step4.12  The selection process for the leadership of the Board and committee(s) is defined.

Step4.13  The authority to select investment managers and to establish the asset allocation strategy is defined and documented to
include the full Board, a portion of the Board, internal staff members and outside consultants.

Step4.14  TheIPS clearly outlines responsibilities regarding investment decision-making. The Board is consistent in its delegation
of authority.

Step4.15  The System has policies in place to review the effectiveness of its investment program, including the roles of the Board,
internal staff, and outside consultants.

Step4.16  The current governance structure strikes a good balance between risk and efficiency.

Step 4.17  Adequate controls are in place to ensure policies are being followed.

Step 4.18  Overall portfolio performance is being adequately monitored by the Board.

Step 4.19  The investment governance processes are reviewed on a regular basis for continued appropriateness.

Investment Manager Selection and Monitoring Process

Step 5.1 Individuals responsible for selecting investment managers are identified in the IPS.
Step 5.2 The process for identifying managers as potential candidates is documented.
Step 5.3 The selection criteria for including potential candidates is documented.
Step 5.4 The selection process for deciding between multiple candidates is documented.
Step 5.5 Documentation exists that addresses ethical considerations and potential conflicts of interest for both investment
managers and Board members.
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Appendix B — Evaluation Methodology

Step 5.6 Individuals responsible for developing and reviewing investment consulting and investment management contracts are N/A
documented.
Step 5.7 The process for monitoring individual investment funds and overall fund performance is documented.
Step 5.8 The individual(s) responsible for measuring the performance is documented.
Step 5.9 The benchmarks used to evaluate performance are defined.
Step 5.10 Performance evaluation reports are provided to the Board in clear format for the Plan’s fiduciaries who may possess
differing levels of investment expertise.
Step 5.11 Net-of-fee and gross-of-fee investment manager performance is reviewed on a consistent basis. Net-of-fee and gross-of-
fee manager performance is compared against benchmarks and peers.
Step5.12  The process for determining when an investment manager should be replaced is defined.
Step 5.13  The evaluation of individual investment fund performance is integrated with other investment oversight issues such as
asset allocation and investment risk compliance.
Copyright © Roland|Criss Fiduciary Services
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Documents Reviewed

Certain documents were reviewed in connection with the Evaluation. A list of the documents requested by Roland|Criss is shown below, along
with a checkmark that indicates whether a requested document was provided to Roland|Criss.

LIST OF DOCUMENTS

SRR RO e

1 Plan document, trust agreement, and adoption agreement 16 v Current assumed rate of return
2 Governance documents 17 v ooocamama interactions with actuary consultants
3 Governance policy outlining the mo<m3u=8 structure 18 Advisor analysis and detail provided to the Board representatives
4 Investment policy statement 19 Quarterly investment performance monitoring reports for the past
§ Meeting agenda and minutes for the last two years 20 All vendors' executed service agreements
6 Board member biographical information 21 Current investment manager search document when required
7/ Board related policy and procedures manualidocuments 22 Investment consultant asset allocation methodology
8 v Training policy for the investment committee members 23 Detail of benchmarks used in the investment strategy
9 Copies of any internal policies audit 24 Most recent fee analysis/benchmarking report
10 N/A Copies of any union contracts sections that may impact the Plan 25 Copies of provider fee disclosures/reports
1 \ Current list of all investments including illiquid and alternative 26 Description of organization’s online document storage system
12 v Documented cash flow and liquidity needs for the next 3-5 years
13 N/A Description of selection and monitoring of illiquid investments
14 Description of the strategic and tactical allocation strategy
15 Documents describing future expectations/risk tolerances
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Investment Practices and Performance Evaluation

Appendix C — Supplemental Investment Data

Performance Reporting

This appendix includes the Galveston Employees Retirement Quarterly Report published by Graystone Consulting on December 31, 2019.
Reference is made to Graystone throughout this evaluation report in connection with Graystone’s role as the Plan’s investment consultant. The

data contained in this appendix is useful for illustrating the scope of investment related information the Board members receive on a periodic basis
from Graystone.

Roland|Criss offers no opinion about the content of Graystone’s reporting or on any advice that Graystone may deliver to the Board.
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Investment Practices and Performance Evaluation

Appendix D - Glossary of Terms

Alignment - The consistency of Plans, processes, information, resource decisions, actions, results, and analysis to support key investment
fiduciary standards of care.

Evaluation — Examination of an investment decision making process involving collecting, analyzing, and using data to determine opportunities for
improvement, educate the Plan’s fiduciaries, develop priorities, and maintain ongoing improvements in the Plan’s oversight.

Back Testing - The process of validating an investment strategy using relevant historical data to ensure its viability before fiduciaries select or
decide to retain a particular investment vehicle. An analyst can simulate the trading of a strategy over an appropriate period of time and analyze
the results for specified levels of profitability and risk.

Benchmarks - Points of reference or a standard against which measurements can be compared. In the context of investment performance, a
benchmark is an accurate data point, which is used as a reference for future comparisons.

Best Practices - The best procedural or administrative approach at the moment, given the situation, to satisfy the Plan and its participants’ needs
and desires, for which there is considerable practice-based evidence or expert consensus that indicates promise in improving outcomes, but for

which are not yet proven by strong scientific evidence.

Controls Framework — A process designed to provide reasonable assurance of the achievement of three key objectives; (1) effectiveness and
efficiency of operations; (2) reliability of financial reporting; and (3) compliance with applicable laws and regulations

Governance, Risk Management, and Compliance — Refers to a strategy for managing an organization's overall governance, enterprise risk
management and compliance with regulations.

Investment Consultant — An individual or a firm that is in the business of giving advice about investment securities to clients.
Investment Forensics — Examines the relationship between an investment vehicle’s standard deviation versus its rate of return.

Investment Manager - A person or organization that makes investments in portfolios of securities on behalf of clients, in accordance with the
investment objectives and parameters defined by such clients. For example, mutual funds are managed by Investment Managers.
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Appendix D — Glossary of Terms

Investment Policy — The general rules by which investments contained in a portfolio of securities will be selected and monitored. Documented in
an Investment Policy Statement (“IPS”) the strategies that investment managers should employ are defined.

Performance Analysis Tools - Portfolio analysis resources that enable insights into portfolio diversification, reports on portfolio performance, and
comparisons with market leading investment managers.

Policy - A definite course or method of action selected from among alternatives and in light of given conditions to guide and determine present

and future decisions or a high-level overall Plan embracing the general goals and acceptable procedures for meeting UMPERS'’ fiduciary
standards.

Provider - A person, commercial business, subcontractor, or other entity that delivers investment-related services for payment. Examples include
mutual fund companies, securities broker-dealers, registered investment advisors, financial Planners, and recordkeepers.

Recordkeeper - A retirement Plan service provider that is responsible for maintaining the accounting of Plan contributions and what the
contributions have earned.

Risk and Return - Risk and return are highly correlated. Increased potential returns on investment usually go hand-in-hand with increased risk.
Different types of risks include project-specific risk, industry-specific risk, competitive risk, international risk, and market risk.

Risk Evaluation - Risk assessment is a process used to formally assess the potential harm due to a hazard taking into account factors such as
likelihood, timing, and duration of exposure.

Urgency Level — A color coded indicator used in the Opportunities for Improvement section of this report to indicate the recommended pace at
which upgrades should be made. Red indicates the need for near term action while yellow suggests a mid-term response is appropriate.
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Appendix E — Disclosures

Roland|Criss Fiduciary Services is a firm that conducts assessments of organizations
against relevant laws that govern their fiduciary responsibilities. In order to maintain
strict independence, Roland|Criss Fiduciary Services does not offer any investment,
recordkeeping related, or custodian services to anyone. The standard used by
Roland|Criss Fiduciary Services during the evaluation documented in this report was
developed from research into relevant fiduciary standards of care with reliance on
guidelines issued by states attorneys general, the Uniform Law Commissioners, the
U.S. Department of Labor and legal interpretations published by several law firms that
are noted for their expertise on investment fiduciary matters.

Past performance of any investment does not guarantee its future results. The value
of an investment will vary so that an investor's shares, when redeemed, may be worth
less than their original value.

Hyphens appear in data columns to indicate that data is not available.

Peer groups included for reference purposes in this report are comprised of all funds
that match an investment's category as classified by Morningstar, Inc. A Morningstar
Category identifies funds based on their actual investment styles as measured by their
underlying portfolio holdings over a three-year period.

Although the data contained in this report has been obtained from sources believed to
be reliable, no third-party associated with the development of the software used to
extract the data or the importation of data guarantees the information contained herein
is accurate, adequate, or complete. In addition, there are no warranties, conditions,
guaranties or representations, whether express or implied, in law or in fact, oral or in
writing as to the information contained herein by any third-party.

Each third-party, their employees, affiliates, contractors, agents, or any other
information provider expressly disclaim any condition of quality and any implied
warranty of title, non-infringement, merchantability or fitness for a particular purpose
and under no circumstances will they be liable for any indirect, incidental, special or
consequential damages or for any errors in the information contained in this report or
for any actions taken in reliance thereon, including lost profits, regardless of whether
such damages could have been foreseen or prevented. Information contained herein
is subject to change without notice.

Unless otherwise noted, market data is copyrighted by Morningstar, Inc. with all rights
reserved. The information contained herein: 1) is proprietary to Morningstar and/or its
content providers; (2) may not be copied or distributed; and (3) is not warranted to be
accurate, complete or timely. Neither Morningstar nor its content providers are
responsible for any damages or losses arising from any use of this information.

This material is subject to change without notice. This document is for information and
illustrative purposes only. Itis not and should not be regarded as “investment advice”
or as a “recommendation” regarding a course of action, including without limitation as
those terms are used in any applicable law or regulation.

This information is provided with the understanding that with respect to the material
provided herein (i) Roland|Criss Fiduciary Services is not acting in a fiduciary or
advisory capacity under any investment advisory contract with Plan, or any applicable
law or regulation, (ii) that Plan will make its own independent decision with respect to
any course of action in connection herewith, as to whether such course of action is
appropriate or proper based on its own judgment and its specific circumstances and
objectives, (jii) that Plan is capable of understanding and assessing the merits of a
course of action and evaluating investment risks independently, and (iv) Plan is
deemed to represent to Roland|Criss Fiduciary Services that it qualifies and shall be
treated as an independent fiduciary for purposes of applicable regulation.

Roland|Criss Fiduciary Services does not purport to and does not, in any fashion,
provide tax, accounting, actuarial, recordkeeping, legal, broker/dealer or any related
services and shall not have any liability for any damages of any kind whatsoever
relating to this material.
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Investments:

Specific Objectives

Investment transactions are recorded
timely and accurately

Investment transactions are initiated in
accordance with established investment

policy

Protection of investment assets from loss
or misappropriation

City of Galveston
Internal Contrrol Checkllist

Controls

Trust department notified within 5 days after
Board meeting with any additions or changes
to invested assets

Monthly custodian reports reconciled to
monthly accounting compilation reports
presented at quarterly Board meetings

Investment criteria is documented in the
investment policy

Investment policy is reviewed and approved
by the Board annually and documented in
the minutes

Investment portfolio reviewed quarterly
at Board meeting by Board with investment
advisor

All investment transactions must be approved
by the Board upon recommendation by the
investment advisor and documented in the
minutes

Only trust department (custodian) has ability to
access or make changes to assets

Segregation of duties among Board, invest-
ment advisor, third party administrator,
accountant from custodian of assets

Assessment of financial stability and accounta-
bility of custodian, including receipt of
SOC-1 letter

Responsible Party

TPA

TPA

Board

Board, TPA

Board, 1A

Board, TPA

Custodian

TPA

TPA
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Contributions

Benefit payments

Employer and participant contributions
meet authorized or required amounts

Verify timely remittance of contributions
to Plan in appropriate period

Access to cash receipts is controlled to
prevent or detect unrecorded cash receipts
or the abstraction of recorded cash receipts
and shortage or loss of assets

Payments are recorded at the appropriate
amount and in the appropriate period on
a timely basis

Payments are determined and authorized
in accordance with the Plan document

Benefit amounts and options are
communicated to retiring participants

City of Galveston
Internal Contrrol Checkllist

Description of contribution requirements
included in plan documents

Use of actuarial reports on an annual basis

Annual letters are sent to retirees with
account information

Comparison of City payroll records to bank
(custodian) receipts

Contributions are direct deposited to plan
Segregation of duties among check approvals,
plan recordkeeping, payroll department

at City, disbursements generated from bank

Bank accounts reconciled monthly

Past due contributions investigated on a
timely basis

Segregation of duties between City as processor

of contributions and custodian as receiver of
contributions

Benefit payments are made by custodian only
after receipt of actuarial calculation

Benefit payments, W-2's and payment of

tax withholding may only be made by custodian

Totals for benefit payments are maintained
by custodian, reconciled by TPA on a monthly
basis, and reported to Board in quarterly
financial statements

Participants must have final paycheck stub
before applying for retirement benefits

TPA may only inform future retireee of
estimated benefit; no benefit payment info
is final until calculated and approved by
actuary

Participant must sign acceptance of the
actuarial calculation and method of payout
(periodic, lump sum)

Retiring participant meets with TPA to
review and discuss options

Board

Board, actuary

Actuary, TPA

TPA

Custodian

Custodian, TPA, City

TPA

TPA

City, Custodian

Custodian, TPA, Actuary

Custodian

Custodian, TPA

TPA

TPA, Actuary

TPA

TPA
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Participant data

Participant eligibility is determined in
accordance with the Plan

Access to participant data is controlled to
prevent unauthorized changes or additions

Participant data are properly recorded on
a timely basis

Administrative expenses

Reporting

Administrative expenses are recorded
at the appropriate amount and in the
appropriate period on a timely basis,
and with appropriate approvals

Records are maintained in sufficient detail
te provide for proper and timely
reconciliation

Financial statements, actuarial information
are complete and accurate

City of Galveston
Internal Contrrol Checkllist

Eligibility is described in detail in Plan docu-
ment

Unusual or questionnable situations are re-
referred to Plan attorney and actuary for
opinion

Segregation of duties between City payroll
department, TPA and custodian; consequently
no opportunity for changes to payroll infor-
mation

Participant data reconciled by actuary

Hard copy and electronic copy of all benefit
calculation and approvals is kept by TPA
in accordance with state retention policy

Annual account statements are prepared by
actuary and sent to retirees and participants
by TPA

Participants review data with TPA grior to
acceptance of actuarial calculation of benefit
payment

All disbursements are only made by
custodian

Custodian controls mailing of all disburse-
ments

No disbursement may be made until accompanied

by invoice copy and check request signed by
2 Board members

Bank accounts reconciled on monthly basis
and compiled financials with all activity re-
ported to the Board on a quarterly basis

Bank statements, investment activity, payroll
reports are reconciled monthly. Segregation
of duties as custodian statements and bank
activity reconciled monthly to payroll reports
and contributions reconciled by TPA account-
ants.

Actuarial reports reconciled to participant
information annually

Financial statements reviewed quarterly
by Board

Board

TPA

City, Custodian, TPA

Actuary

TPA

Actuary, TPA

TPA, Actuary

TPA, custodian

Custodian

Board, custodian, TPA

TPA

TPA

Actuary

Board, TPA
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Consultants

Financial statements are prepared in
accordance with GASB

Investment advisor

Attorney

Actuary

Third Party Administrator

City of Galveston
Internal Contrrol Checkliist

Board receives annual audit of financial
statements

Investment advisory fees are disclosed and
reviewed at each meeting

All investment returns returns reviewed
quarterly in comparison to benchmarks

Plan attorney used "as needed"
Invoices must be atttached to check requests
before payment is authorized

Attorney selected by Board has specialized
skill, knowledge and expertise with retirement
plan law

Attorney selected has expertise with governmental
regulations

Drafts necessary plan amendments, filings and
documents to ensure that Plan is in compliance

Actuary provides fee estimate, engagement letter
prior to each requested report

Actuary gives final benefit calculation prior to
each retiree receiving distribution upon re-
tirement

Actuarial assumptions are discussed by actuary
and Board

Actuary prepares and presents actuarial report
to Board annually

Monitors Board members education requirement

Ensures that paperwork and benefit calculation
are complete and accurate for retirees

Provides invoices and backup on all disbursements
to be signed/authorized by Board prior to
submission to custodian

Plan and participant data is protected from un-
authorized access

Plan and participat data is safeguarded from
loss and subject to retention plan

Reconciling items are followed up in a timely
manner

Financial statements and reports are provided
to Board on a quarterly basis

Auditor, TPA, Board

IA, Board

|A, Board

Board, TPA

Board, Attorney

Board, Attorney

Attorney

Actuary

TPA, Actuary

Board, actuary

Actuary

Board, TPA

TPA, Actuary

TPA, Board

TPA

TPA

TPA

TPA
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City of Galveston
Internal Contrrol Checkllist

Board minutes are prepared within 1 week of
meeting date and are approved by Board at
next quarterly meeting

Agendas are posted and meetings are held in
accordance with open meetings act

Procedures are in place that provide reasonable
assurance that any disbursement requests or
benefit payment is authorized and in compliance
with plan provisions

Accounting documents are reviewed for
copleteness and accuracy

Board authorized investment changes are
communicated to custodian of investments
within 5 days after Board meeting

Procedures for communicating with participants
upon retirement are established

information and reports furnished to auditor,
actuary and Board as requested

Send Annual Banefit Certificate letters to retirees
annually, and have employees sign that they
have received the notice and that we have a
correct address and phone number.

New consultants are obtained using RFP with
Board approval

Board meetings are appropriately scheduled and
coordinated. Board members are furnished
materials necessary to make informed decisions,
and all Board meeting information is retained
electronically

Election of employee Board members is timely
and legally held

Communication is ongoing and open between
TPA and Board regarding Board issues and acting
as liason with other consultants

TPA, Board

TPA

TPA

TPA, Auditor

TPA

TPA

TPA

TPA, Actuary

Board, TPA

TPA

TPA

TPA
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Statement of Purpose

The City of Galveston trustees have adopted and approved a document entitled City of Galveston
Employees’ Retirement Fund (the “Plan”) which designates the trustees as the named fiduciary,
with primary investment and control responsibility, of the assets of the Plan.

This Investment Policy Statement (“IPS”) is to assist the trustees in effectively directing and
managing the investment of the Plan assets. The IPS will guide the trustees in fulfilling these
responsibilities, solely in the interests of Plan beneficiaries, by clarifying for all involved parties:

1. The trustees’ attitudes, expectations, objectives, and guidelines for the
investment of Plan assets.

2. The responsibilities of the trustees, the investment managers, the investment
advisor, and the custodian.

The procedure for setting the appropriate asset allocation of Plan assets.

4. The procedures for selecting, monitoring, evaluating, and, when appropriate,
replacing investment managers.

5. The procedure to monitor all plan costs and fees for reasonableness.

Statement of Objectives

The investment objective is to provide investment returns, when coupled with the periodic
funding of the City of Galveston Employees’ Retirement Fund, sufficient for the Plan to be
maintained in a manner that ensures the timely payment of promised benefits to current and
future participants and minimizes Plan cost. With regard to investment return goals, the aim is to
meet or exceed the actuarial rate of return of 7.25% per annum, net of expenses. This goal
should be met over a full investment cycle (generally described as 5-7 years). Investment returns
should also be in line with those of a representative benchmark, and appropriate risk levels
should be targeted.

Risk Tolerances and Attitudes

Understanding that risk in the form of uncertainty and volatility of investment returns is present
in all types of securities and investment styles, the trustees recognize that taking appropriate risk
is necessary to produce long-term investment results that are sufficient to meet the Plan’s
obligations to its beneficiaries.

The trustees recognize that differences in the performance of assets relative to liabilities can
cause large swings in the funded status (ratio of the market value of plan assets to actuarially
determined plan liabilities) of the Plan and that the City of Galveston Employees’ Retirement

Page 3 of 12

P109



Fund seeks maintenance of the funded status with an appropriate margin of safety that stabilizes
annual contributions at a sustainable level.

It is also recognized that Plan provisions and participant demographics require cash flows to
meet Plan expense and benefit obligations over the entire time span of current beneficiaries'
ives. Total risk appetite should include appropriate consideration of this long term investment
horizon.

Specific Goals and Objectives

1. Achieve total investment returns (aggregate return from net capital appreciation, dividend,
and interest income) that meet or exceed the actuarial liability rate of return of 7.25% per
annum.

2. Maximize return within reasonable and prudent levels of risk.

Investment Strategy

In order to meet the goals and objectives as stated above while managing risk associated with
funded status and contribution volatility the trustees will:

1. Invest the Plan assets to seek returns which allow the Plan to meet long-term
investment objectives.

2. Diversify the Plan assets so as to minimize risk and allow for meeting the targeted
rate of return.

3. Maintain and monitor the Plan’s asset allocation so that it is set at a level that
minimizes risk while allowing for meeting the targeted rate of return.

Duties and Responsibilities

Trustees

As the named fiduciary under the Plan, the trustees have the following responsibilities with
regard to investment of Plan assets:

1. Prepare, modify, and maintain discipline to this Investment Policy Statement.

2. Retain the services of outside consultants considered necessary for the fulfillment of
investment responsibilities.

3. Ensure the diversification of the Plan’s assets meet an agreed upon risk/return profile.

4. Manage the selection of investment style options.

Page 4 0of 12

P110



5. Make periodic review and adjustments to ensure investments continue to meet the
objectives and goals as stated in this document.

6. Review Asset Allocation on an ongoing basis.

7. When appointing an investment manager (1) designate in writing the portion of Plan assets
that they will invest, (2) if a separate account structure is used, obtain a written
acknowledgement of their fiduciary status, and (3) periodically evaluate their
performance.

8. Ensure the control and accounting for all investment, record keeping, and administrative
expenses associated with the Plan. Assess these fees for reasonableness on an ongoing
basis.

9. Monitor all service vendors.

10. Ensure no prohibited investments are made.

11. Make all decisions with the care, skill, prudence, and diligence under the circumstances
then prevailing that a “prudent man” acting in like capacity and familiar with such matters
would use in the investment of like character and with like aims.

Investment Advisor

The trustees may retain a third party Securities and Exchange Committee (SEC) registered
Advisor free of any compensation arrangements with investment products or investment
managers that could cause bias or conflict, to assist the trustees in managing the overall
investment process. The Advisor will be responsible for guiding the trustees through a
disciplined and rigorous investment process to enable the trustees to meet the fiduciary
responsibilities outlined above. The Advisor will assist the trustees in the selection of investment
managers or other investment options for each investment alternative. The Advisor's
responsibilities around initial and/ or ongoing review of investments, investment managers or
other options will include:

* An examination of asset allocation, with the goal of achieving proper diversification, and
reaching the actuarial return while maintaining appropriate risk levels over time

* An examination of the return and risk history of asset managers

* The reputation of the investment manager(s) in the industry

* The quality of the investment management company

* Rankings and ratings by independent investment tracking and monitoring services

¢ Positive affirmation to the trustees that investment managers are in compliance with all
legal and regulatory requirements
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Asset Allocation

Asset Allocation will be set and monitored by the trustees. In order to set an appropriate asset
allocation, trustees will periodically review an asset allocation study. This study will consider
past risk and return levels of different investment options, and may consider potential future
return projections. The goal of the asset allocation is to set a mix of investments that will create
a well-diversified portfolio that will achieve the actuarial return goal, while taking an appropriate
amount of risk.

1. Aggregate Fund Asset Allocation Guidelines (at market value)

ASSET CLASS MINIMUM MAXIMUM TARGET
Equities 40% 70% 60%
Fixed Income 40% 70% 30%
Alternatives 0% 30% 9%
Cash and Equivalents 0% 30% 1%

2. The trustees may employ investment managers whose investment disciplines require
investment outside the established overall portfolio asset allocation guidelines.
However, taken as a component of the aggregate fund, such disciplines must fit within
the overall asset allocation guidelines established in this statement. Where separate
account structures are utilized, such investment managers will receive written direction
from the trustees regarding specific objectives and guidelines.

Investment Managers

Investment managers, whom the trustees may select, are responsibie for making investment
decisions (security selection and price decisions) with respect to the portion of Plan assets
assigned to them for management. The specific duties and responsibilities of each investment
manager are:

1. Invest and manage the assets under their supervision in accordance with the guidelines and
objectives outlined in their respective Service Agreements, Prospectus and/or Trust
Agreement.

2. Provide quarterly reporting of performance.

3. Seek to meet or exceed the return and volatility of any custom benchmark against which
they have agreed they will be measured. The appropriate benchmark for each manager in
the portfolio has been set out in the attached Appendix.

4. Display an overall level of risk in the portfolio which is consistent with the risk associated
with the custom benchmark specified above. Risk will be measured by the degree of
correlation to the movement relative to the custom benchmark.

5. Exercise appropriate investment discretion about buying, managing, and selling assets
held in their portfolios.
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6. If managing a separate account (as opposed to a mutual fund or commingled account),
seek approval from the trustees prior to purchasing and/or implementing the following
securities and transactions:

a. Letter stock and other unregistered securities; commodities or other commodity
contracts; short sales or margin transactions

b. Lending, pledging, or hypothecating securities

¢. Investments in the equity securities of any company with a record of less than
three years continuous operation, including operation of any predecessor

d. Investments for the purpose of the control of management

7. Vote promptly all proxies and related actions in a manner consistent with the guidelines
and objectives outlined in their respective Service Agreements. Each investment manager
shall keep detailed records of the voting of proxies and related actions and will comply
with all applicable regulatory obligations.

8. Communicate to the trustees all significant changes pertaining to the fund managers or the
firm itself. Changes in ownership, organizational structure, financial condition, and
professional staff are examples of changes to the firm in which the trustees are interested.

9. Use the same care, skill, prudence, and due diligence under prevailing circumstances that
the experienced investment professionals acting in a like capacity and fully familiar with
such matters would use in like activities, for like retirement Plans, with like aims, in
accordance and compliance all applicable laws, rules, and regulations.

10. Provide information required to comply with fee disclosures and acknowledgements of
fiduciary status as applicable.

Custodian

The custodian is responsible for the safekeeping of the Plan’s assets. The specific duties and
responsibilities of the custodian include:

1. Maintain segregated accounts by legal registration.

2. Value the holdings.

3. Collect all the income and dividends owed to the Plan.
4. Settle all transactions (e.g., buy-sell orders). |
5

Provide periodic reports that detail transactions, cash flows, securities held and their
current value, and change in value of each security and the overall portfolio since the
previous report.
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Investment Manager Selection

The trustees, along with the assistance of the Investment Advisor, will select appropriate
investment managers to manage the Plan’s assets. The trustees will apply the following due
diligence criteria in selecting each investment manager:

Regulatory oversight: Each investment manager must be a regulated bank, an insurance
company, a mutual fund organization, or a registered investment advisor.

Correlation to style or peer group: The investment manager should be highly
correlated to the asset class of the investment option. This is one of the most critical parts
of the analysis since most of the remaining due diligence involves comparisons of the
investment manager candidate to the appropriate peer group.

Performance relative to a peer group: The trustees will evaluate the investment
manager's performance against the peer group's median manager return, for one-, three-
and five-year cumulative periods.

Performance relative to assumed risk: The trustees will evaluate the investment
manager's risk-adjusted performance (Alpha and/or Sharpe Ratio) against the peer
group's median manager's risk-adjusted performance.

Minimum record of accomplishment: The investment manager's inception date should
be older than three years.

Assets under management: The investment manager should have at least $75 million
under management.

Holdings consistent with style: The investment manager should have no more than 20%
of the portfolio invested in "unrelated" asset class securities. For example, a Large Cap
Growth investment should not hold more than 20% in cash, fixed income and/or
international securities.

Expense ratios/fees: The investment manager's fees should not be in the bottom quartile
(most expensive) of their peer group.

Stability of the organization: There should be no perceived organizational problems -
the same portfolio management team should be in place for at least two years.

Competent to perform: The trustees will evaluate whether the investment manager is
competent to perform to the standards prescribed herein

Control Procedures

Investment Managers’ Performance

On a timely basis the trustees will meet to review the following information regarding the Plan’s
investment managers:
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o Conformity with guidelines and objectives outlined in their respective Service
Agreements, Prospectus and/or Trust Agreement

o Material changes organization, ownership, investment philosophy and/or personnel
o Legal, SEC, and/or other regulatory agency proceedings
o Changes in client retention or growth efforts

» Performance results relative to managers of like investment style or strategy. Each
manager is expected to maintain sustainable performance in the upper half of the
manager's respective style universe.

e Performance results compared to their overall composite performance figures to
determine unaccounted for dispersion between the manager's reported results and the
Plan's actual results

» Risk associated with each portfolio, as measured by the variability of quarterly
returns (standard deviation), which should not exceed that of the benchmark index

and the peer group or the custom benchmark, unless there is a corresponding increase
in performance above the designated metric

» Compliance with legal and regulatory requirements

The trustees will establish performance objectives for each investment manager and review
performance quarterly in consideration of the investment manager’s progress against longer-term
targets as follows:

» Performance will be evaluated in terms of an appropriate market index and the
relevant peer group.

» Qualitative standards as set out in this document must be maintained by each
investment manager.

The trustees will perform ongoing review and analysis of investment managers and will take
corrective action to place investment managers on a watch list, requiring a thorough review and
analysis, or to replace them based on the following:

Watch List Criteria

e Yield performance in the bottom quartile (75 percentile) of the appropriate peer group
over an annual period.

e Placement in the southeast quadrant of the risk/return scatter gram for three- and/or five-
year time periods.

 Five-year risk-adjusted return below that of the median manager within the appropriate
peer group.
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Removal Criteria

o Consistent performance below the median (50 percentile) of the appropriate peer group
over rolling three-year periods.

e Negative alpha for three-year time period.

Major organization changes also warrant immediate review of the manager including:
e Change in professionals
e Significant account losses
e Significant growth of new business
e Change in ownership

» Public events disclosed that may reduce trust and confidence

A manager evaluation may include the following steps:
e A letter to the manager asking for an analysis of their underperformance.

* An analysis of recent transactions, holdings, and portfolio characteristics to determine the
cause for underperformance or to check for a change in style.

e A meeting with the manager, which may be conducted on-site, to gain insight into
organizational changes and any changes in strategy or discipline.

The decision to retain or terminate a manager is not formula based. Instead, the trustees’
retention/termination decisions will be based on the confidence it has in the manager’s ability to
meet its performance expectations.

Measuring Costs

The trustees will review at least annually all costs associated with the management of the Plan’s
investment program, including:

s Expense ratios of each investment option against the appropriate peer group.

» Custody fees: The holding of the assets, collection of the income, and disbursement of
payments.
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e Administrative Fees: Costs to administer the Plan, including record keeping, account
settlement (participant balance with that of fund), and allocation of assets and earnings,
and (when applicable) the proper use of 12b-1! fees to offset these fees.

Prohibited Investments

Prohibited investments include, but are not limited to the following:
¢ Commodities contracts
® Private placements of non-negotiable securities
e Options

» Speculative derivatives, as defined first by each investment manager and secondly by the
investment advisor and finally by the trustees

Investment Policy Review

The trustees will review this IPS periodically to determine whether stated investment objectives
are still relevant. Under normal circumstances, the IPS will not be changed frequently. Short-
term changes in financial markets will not automatically trigger adjustments to the IPS.

The undersigned approved this Investment Policy Statement on the date shown below. It
represents the trustees’ prudent process for supervising the Plan’s investment activities.

Approved:

! A 12b-1 fee is a fee assessed by a mutual fund to its shareholders. The fees cover the fund’s marketing expenses
and are named after the section of the Investment Company Act of 1940 that makes them legal.
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Appendix

The appropriate benchmark for each manager in the portfolio is set out below:

Manager Benchmark
iShares Core S&P 500 ETF S&P 500 Total Return
iShares MSCI USA Min Vol ETF S&P 500 Total Return
Vanguard Mid Cap Index Fund Russell Mid-Cap Index
iShares Core S&P Small Cap ETF S&P 600 Small Cap Index

iShares Core MSCI EAFE ETF

MSCI All Country World ex US

iShares Core MSCI Emerging Mkts ETF

MSCI Emerging Markets Index

Baird Aggregate Bond Fund

Barclays U.S. Aggregate

Metropolitan West Total Return Bond

Barclays U.S. Aggregate

TIAA-CREF Bond Fund

Barclays U.S. Aggregate

Brandywine Global Opp World Government Bond Index
PIMCO Income Fund Barclays U.S. Aggregate

FPA Crescent HFRI Equity Hedge Total
Salient Tactical Growth HFRI Equity Hedge Total
Wells Fargo Absolute Return HFRI Equity Hedge Total
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CITY OF GALVESTON EMPLGYEE’S
RETIREMENT FUND

Statement of Investment Policy, Objectives, and Guidelines

PURPOSE OF THIS INVESTMENT POLICY STATEMENT
This statement of investment policy is set forth by the trustees in order to:

1. Establish a clear understanding for all involved parties of the investment goals
and objectives of Fund assets.

2. Offer guidance and limitations to all Investment Managers regarding the
investment of Fund assets.

3. Establish a basis for evaluating investment results.

In general, the purpose of this statement is to outline a philosophy and attitude which will
guide the investment management of the assets toward the desired results. It is intended

to be sufficiently specific to be meaningful, yet flexible enough to be practical.

GENERAL INVESTMENT PRINCIPLES

1. The Fund shall be invested with the care, skill, prudence, and diligence under
the circumstances then prevailing that a prudent man acting in like capacity
and familiar with such matters would use in the investment of a fund of like
character and with like aims.

2. Investment of the Fund shall be so diversified as to minimize the risk of large
losses, unless under the circumstances it is clearly prudent not to do so.

3. The trustees may employ one or more investment managers of varying styles
and philosophies to attain the Fund’s objectives.

4. Cash is to be employed productively at all times, by investment in short-term
cash equivalents to provide safety, liquidity, and return.

INVESTMENT MANAGEMENT POLICY

1. Preservation of Capital - Consistent with their respective investment styles
and philosophies, investment managers should make reasonable efforts to
preserve capital, understanding that losses may occur in individual securities.

2. Risk Aversion - Understanding that risk is present in all types of securities and
investment styles, the trustees recognize that some risk is necessary to produce
long-term investment results that are sufficient to meet the fund’s objectives.
However, the investment managers are to make reasonable efforts to control
risk, and will be evaluated regularly to ensure that the risk assumed is
commensurate with the given investment style and objectives.

3. Adherence to Investment Discipline - Investment managers are expected to
adhere to the investment management styles for which they were hired.
Managers will be evaluated regularly for adherence to investment discipline.
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INVESTMENT OBJECTIVES

In order to meet its needs, the investment strategy of the Plan is to emphasize total return:
that is, the aggregate return from capital appreciation and dividend and interest income.
Specifically, the objectives in the investment management for fund assets shall include:

Long-Term Growth of Capital - To emphasize long-term growth of principal
while avoiding excessive risk. Short-term volatility will be tolerated inasmuch as
it is consistent with the volatility of a comparable market index.

Preservation of Capital - To minimize the probability of loss of principal over the
investment horizon. Emphasis is placed on minimizing return volatility rather

than maximum return.

Preservation of Purchasing Power - To achieve returns in excess of the rate of
inflation over the investment horizon in order to preserve purchasing power of
Fund assets. Risk control is an important element in the investment of fund

assets.
SPECIFIC INVESTMENT GOALS

Over the course of a full economic cycle (generally 5-7 years), it is the goal of the
aggregate fund assets to meet or exceed:

e the long-term investment return assumption used in the actuarial valuation
process, currently 7.25% per annum, net of investment management expenses

s the return of a balanced market index comprised of a similar weighting to the
Fund’s asset allocation

The investment goals above are the objectives of the aggregate fund, and are not meant to
be imposed on each investment manager (if more than one manager is used). The goal of
each investment manager, over the investment horizon, shall be to:

1. Meet or exceed the market index, or blended market index, selected and
agreed upon by the trustees that most closely corresponds to the style of
investment management.

2. Meet or exceed the median manager in a universe of other funds managed
with a similar asset mix over a market cycle.

3. Display an overall level of risk in the portfolio which is consistent with the
risk associated with the benchmark specified above. Risk adjusted returns
should equal or exceed the risk/return of the appropriate benchmark. Risk will
be measured by the standard deviation of quarterly returns.

4. For indexed assets, performance will be monitored based on conformity to the
index selected

Specific investment goals and constraints, if any, for each investment manager, shall be
incorporated as part of this statement of investment policy. Each manager shall receive a
written statement outlining his specific goals and constraints as they contribute to the

objectives of the entire fund.
2
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ASSET ALLOCATION

Guidelines

Investment management of the assets of the fund shall be in accordance with the
following asset allocation guidelines:

1. Aggregate Fund Asset Allocation Guidelines (at market value)

ASSET CLASS MINIMUM  MAXIMUM
Equities™® 20% 70%
Fixed Income 20% 70%
Alternatives** 0% 30%
Cash and Equivaients 0% 50%

* Non-US equity mandates shall comprise no more than 40% of the total equity exposure
** Alternatives exposure shall be limited to registered 1940 Act mutual funds which
provide daily liguidity and valuations

2. The trustees may employ investment managers whose investment disciplines
require investment outside the established asset allocation guidelines.
However, taken as a component of the aggregate fund, such disciplines must
fit within the overall asset allocation guidelines established in this statement.
Such investment managers will receive written direction from the trustees
regarding specific objectives and guidelines.

INVESTMENT MANAGEMENT SELECTION

The selection of investment managers must be based on a prudent due diligence process.
Managers being considered will be evaluated on several factors, including but not limited
to, the pattern of rates of return and the volatility of those returns, style of management,
adherence to style, research capability, staffing, fees, and other factors considered
relevant.

INVESTMENT MANAGER GUIDELINES
Prohibited Assets

Prohibited direct investments include, but are not limited to the following:

Commodities and Futures Contracts

Private Placements or Non-Negotiable Securities

Options

Speculative Derivatives, as defined first by each investment manager and
secondly by the investment consultants and finally by the investment
committee

el

Investments into these prohibited assets are permissible inside 1940 Act registered
mutual funds. Any other request for an exception to the above should be presented in
written form to the trustees. Consideration will be given only to an investment
opportunity acting as a hedge to reduce risk in a portfolio.

3
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Prohibited Transactions

Prohibited direct transactions include, but are not limited to the following:

e Short Selling
® Margin Transactions

Otherwise prohibited transactions are permissible inside 1940 Act registered mutual
funds. Any other request for an exception to the above should be presented in written
form to the trustees. Consideration will be given only to an investment opportunity
acting as a hedge to reduce risk in a portfolio.

Investment Managers

Each investment manager will have full discretion to make all investment decisions for
the assets placed under its mandate, while observing and operating within all policies,
guidelines, constraints, and philosophies outlined in this policy. Specific responsibilities
and restrictions of the investment managers include:

Note:  Portfolio specific restrictions are intended for separate account mandates.
Exceptions to these restrictions can exist inside commingled vehicles, such as mutual
Junds and ETF'’s, or separately managed account vehicles where the trustees agree it is

appropriate.

1. Discretionary investment management including decisions to buy, sell, or hold
individual securities, and to alter asset allocation within the guidelines

established in this written policy.
2. Reporting, on a timely basis, quarterly investment performance results.

3. Communicating any major changes to economic outlook, investment strategy,
or any other factor which affect implementation of the investment process or
the investment objective progress.

4. Informing the Trustees regarding any change to the investment management
organization. This includes, but is not limited to changes in portfolio
management personnel, ownership structure, investment philosophy, adverse
pending litigation or judgments, etc.

5. Voting proxies on behalf of the Fund, and communication of such voting
records to Trustees on a timely basis.

Equity
6. Individual direct equity positions shall be limited to no more than 10% of the
manager’s portfolio value.

7. No more than the greater of 30% or 2x the weighting of the appropriate index
should be invested in any one sector.

4
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Fixed Income

8. Up to 85% of fixed income assets will be invested in investment grade bonds
rated BBB (or equivalent) or better with maximum maturities of 30 years and
a portfolio duration of no more than 10 years. Up to 15% of fixed income
assets may be invested in bonds rated below BBB. Alternatively, fixed
income investments may include bond funds rather than individual bonds.

Money Market
9. Funds selected shall only contain securities rated as investment grade by at
least one major credit rating agency.

PERFORMANCE REVIEW AND EVALUATION

Performance reports generated by the Investment Consultant shall be compiled at least
quarterly and communicated to Trustees for review.

The investment performance of the composite securities portfolio, as well as asset class
components (cash, fixed income and equities) will be measured against the Fund’s
objectives. Comparisons to other commenly accepted performance benchmarks will also
be provided. Consideration shall be given to the extent to which the investment results
are consistent with the investment objectives, goals, and guidelines as set forth in this
statement. The Trustees intend to evaluate the portfolio(s) over at least a 5-7 year period,
but reserve the right to terminate a manager for any reason including the following:

1. The convenience of the Trustees.

2. Sub-standard investment results given the discipline employed and the risk
parameters established.

3. Failure to adhere to this statement of investment policy, including communication
and reporting requirements.

4. Changes to the investment management organization deemed adverse to the
interests of the Fund.

10
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This statement of investment policy is adopted on __ (date) by the trustees of the
City of Galveston Employee’s Retirement Plan whose signatures appear below.
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BYLAWS OF
THE BOARD OF TRUSTEES OF THE
CITY EMPLOYEES’ RETIREMENT FUND
OF GALVESTON, TEXAS
(As revised May 13, 1994)

ARTICLE ONE: OFFICE

1.01 The office of the board is located in the Pinance Departmendt of the City of Galveston, City
Hail, 823 Rosenberg, Galveston, Texas, and the name of the agent of the Board at such address is the
Director of Finance, nevertheless, the Bosrd of Trusiees may at their sole discretion appoint another agen:
and office location for the Board.

ARTICLE TWQ: TRUSTEES
Powers

2.01 The Truszees shall act enly as a Board, sad an individual Trustce shall have no power as
such. All powers of the Board shall be exarcised by the Board of Trustees or under its anthority, and the
business and affairs of the fund shall be controlled by the Board of Trusices, subject, however, to such
limitations as mimpnsedbylawortheseBylaws,astcacﬁomtsbeauﬂmﬂzedora;ppmvedbythﬁ
employee memibers. The Board of Trustecs may, by contract or otherwise, give general or limited or
special power end authority to the officers of the Board to'transact the general busiucss, or any special
business of the Board, and may give powers of attorney to officers of the Board to transact any spacial

business requiring such authorizati
Number and Qualification of Trustees

2.0Z The authorized number of Trustees of this Board shall be seven (7). The Trustees shall be
either ezaployec members or residents of the City of Galveston, Texas. The mumber of Trostecs may he
increased or decreased from time to time by smendment to these Bylaws but no decrease shall have the
effect of shoriening the term of any incumbent Trustee. Provided, howover, that the number of city
employees on the Board shall never be less than thres,

Hlection and Term of Oifice

2.03 The Trustees shall be elected or zppointed as follows: One Trustoe who shall be a resident of
the City shall be appointed by the Mayor. Ose Trustee who shall be 8 member of the Finsnce Department
and also a member of the Employees’ Retirernent Plan shall be appointed by the City Manager. Two
Trustees who shall be residents of the City shall be appointed by the Beard. Provided, however, the two
membersiniﬁanyappomdbyﬂleBoardshansmemyeartems,thetmmbminiﬁﬁﬂyappoimed
by the MayorandCityManagn'shauservetwoycartamsandﬁ:ethreemembminiﬁallyclectedbythe
employee members shall serve three year terms, Thereafter, all Board members shall serve three year

terms.
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Vacancies

2.04 Vacancies of the slected members of the Board of Trastess may be filled by the Board. {(And
other Trustees’ positions shai! be filled by the person or entity originally appointing them, i.e., the Mayor,
the City Manager, or Retirement Board of Trustees). Regarding that Trustze that was originally elected by
the Plan members, and which becomes vacant during his/her three year term, the Board shall appoint a
Trustee to fill that unexpired term. Notice of the appointraent shall be posted by the Secretary of the
Board of Trustees within seventy-two (72) hours of the appointment. Provided, however, if ten (10%)
percent of the Plan members file the petition within sixty (60) days of notice of the Board appointment, an
election must be held within thirty (35) days of the petition to £l the nnexpired term. The petition, if
filed, shall be tendered to the Director of Finance, or other named agent of the Board of Trustees.

Place of Mectings

2.05 All meetings of the Board of Trastees shall be held at the conference room adjacent to the
City Council Chambers on the second fioor of City Hall or at any other place as may be designated from
time to time by the Chairman. or 2 majority of the Board or by written consent of all of the members of the

Board.
Regular Meetings

2.06 Regular mestings of the Board of Trustess shall be held, with notice, and as may s required
0 comply with the provisions of the Texas Opea Meetings Act, if applicable. The Board shail have at
least one regular meeting each quarter of the fiscal year. Regular meetings shall commence at 2:00 p.ix.
on the sizth Toesdsy following the end of the preceding quarter of the calendar year. All employee
membezs of the City Employees’ Retirement Fund of the City of Galveston, Texas, may attend these
reguler meetings except for those mestings which may be closed io the poblic under the Tezas Open
Meetings Act. No employee member, however, may participate in aTegular mesting except where the
regular meeting is also the annual meeting to elect Trustees. The Board may, by resolution, adopt rules of
coaduct and procedure for its meetings. Until thege rules are adopted or where the roles do not address the
maiter, the conduct and procedure of the meetings shall conform to and be governed by Robert’s Rules of

Order, Revised.
Call and Notice of Meeting

2.07MaeﬁngsoftheBoardomesteesforanypmposeshaﬂbecaBedatanyﬁmbytbc
Chai:mm;ifﬂmChaimmisabsentorunabkorrefasastoact,bytheViccChaiﬂnanotbyamajoﬁtyof
the Board of Trustecs. Wﬁwmnoﬁmofﬂxcmecﬁngs,staﬁngﬁmtﬁnsandingmalmmepmposc
ot purposes thereof, shall be mailed or telefaxed or personally delivered or communicated by tclephone
contversation to each Trustee not lster than seventy-two (72} hours before the meeting. Emergency
meetings can be called with two (2) hours® notice with the same type of notices. Notice of all meetings
shall be posted on the bulletin board next to the Council Conference Room,

Quorum

2.08 A majority of the anthorized member of Trustees, to include at least one acn-employee
Trustee, shall be necessary io constitute a quorum for the transactica of business, except to adjourn as
bereinafter provided. Every act or decision by a msjority of the Trustees present shall be regarded as the

act of the Board of Trustees, unless a greater number is required law.
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Adjournment - Notice

2.03 The Trustees may adjourn any Trustees’ meeting to meci agatu at a steted hour on & staied
place. Notics of the time and place where an adjowrned mecting will be beld should be given to absent
Trustess, and to the public, if the time and place is fixed at the adjoumed meeting.

Conduct of Mestings

2.10 The Cheirman or, in the Chairman’s absence, the Vice Chairman or in the Chairman and Vice
Chairrnan’s sbsence, any Trastee selected by the Trastees present, shall preside at meetings of the Board
of Teusiees. The Secretary of the Board or, in the Secretary’s absence, any perscn appointed by the
presiding officer, shail act as Secretary of the Board of Trstces.

Compensation
2.121 Trusiees, Officers and members of committees shall serve without compensation.

Limitation of Liabiiity
Indemnification of Tiustees and Officers

2.12 The Board of Trustees shall not be liable to the City or the employee members for monetary
damages for acts or omissions that dccur in the Trustees’ capatity as Trustees or the Officers’ capacity as
officers. This article does not iimit the Hability of the Trustees and Officers for acts or omissions for: (1) a
breach of duty of loyalty to the City of Galveston Employees” Retirement Fond, or its employee members;
(2) a bad faith breach of a Trustee’s or Officer’s duty o the Retirement Fund, intentional misconduct, or a
movring viclation of the law; (3) a transaction fiom which 2 Trustes or Officer received an improper
benefif, whether or not the benefit resulted from an action taken within the scope of the Trustes’s or
Officer’s office or duties; or (4) an act or omission for which the liability of a Trnstee or Officer is
expressly provided by appiicable law. Any present or former Trustee, Cfficer, or employee of the Board
shall be indemmified against judgements, penalties, fine setflements, and reasonable expenses actaally
incwred by the person in coumection with & proceeding in which the pesson was, is, or is threatened o be
made a naxoed defendant or respondent because the person is or was a Trusteo, Officer, or employee of the
Board to the extent such indemmification is authorized by Section 2-36 of the Galveston City Code, as

amended, znd to the extent authorized by other applicable laws.
Annual Meeting

%.13 The annual Board meeting will be held in August in order to present the anpual financial
report to Pension Plan members and 1o elect officers. The annual meeting is open to attendance and

participation by all members of this Pension Plan,
ARTICLE THREE: OFFICERS AND COMMITTEES

Title and Appointment

3.01 The officers of the Board shall be a Chairman, Vice Chairman and Secretary and such
assistants and other officers as the Board of Trustees shall from time to time determine. Any iwo offices
may be held by one person. All officers shall be appointed by and hold office at the pleasure of the Board
of Trastses. Only Trustees can be officers. The Roard shall jointly serve as Plan Administrator and shall
appoint an Assistant Administrator to handle the day-to-day affairs of the Plan. The Board may also form
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one or more cominittess to investigate, review or contemplate recommendations o the Board on any

matter within the power of the Board or relating to the Plm OnlyBoard,howcva,nmymakeanyﬁna:
action on any recommendutions by any such comzittee, Axny committee created by the Board shall be
composed of at least one Board member, and may be composed of as meny pian members, who zre not
Trustees, whom the Board deiermines, in its sole discretion, are appropriate to serve on said committess.

Powers and Duties of Officers
3.02 The officers of the fund shall have the powers and duties generally ascribed to the respective
offices, and such additional authority or duty as may, from time to time, be established by the Board of
Trustees.
ARTICLE FOUR: EXECUTION OF INSTRUMENTS
4.01 The Board of Trustees may, at its discretion, authorize an officer or officers, or other person
Or persons, io execute any instrument or document.

ARTICLE FIVE: RECORDS AND REPORTS AND
FINANCIAL GUIDELINES

Inspection of Books and Records

5.01 Al books znd recerds provided for by law shall be open to inspestion for the Plan members
during regular buginess houss, The Trustecs may examine snch books anfl records,

Adoption of Investrient Guidelines
5.02 The Board of Trustezs shall by Resolution establish investment guidelines and adopt
policies, and objectives consistent with the City of Galveston Employees’ Retirement Plan for City
Employees, as restated and amended, consistent with sonnd mumicipal investment fiscal and fingncial
principles and regulations.
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ARTICLE SIX: AMENDMENT OF BYLAWS
Amendment of Bylaws

6.01 The power to alter, smend, or repeal these Bylaws is vested in the Trustees.

-

REVISED by the Board of Trustees on , 1994,

ATTEST.

Roberi D. Richardson, Secretary

Revised on May 13, 1994
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City of Galveston Employees’ Retirement Plan for Police
Jacque Vasquez
Job List

Estimate Requests — When an employee asks for an estimate of what their retirement benefits would

Terminations
Non-Vested

Terminations
Vested

Loan Requests

be I do the following: Research reports for figures needed to figure estimate, enter
figures into estimate program, print estimate and go over estimate with employee
Finally, I scan all information to Go File Room and file in employee’s folder.

- When an employee leaves employment before 5 years they wil! bring me a copy of
their final pay check stub. | make a copy of their pay check stub and pull their file.
I then research reports for their contributions to the Plan during their employment
Next | type a Contribution Refund Form and assemble additional forms as required
When that is complete | go over the forms with the former employee and have
them fill out all required forms. Next | copy all forms and give them to the former
employee for their files. Then | type a Contribution Distribution Request Form and
email it to Moody National Bank. Once all is completed and | receive the
completion forms from Moody National Bank | scan it all to Go File Room and file
in employees file to be filed away

- When an employee leaves employment after being employed 5 years or more they
will bring me a copy of their final pay check stub. | make a copy of their pay check
stub and pull their file. | then research reports for figures needed for actuary to be
able to figure their benefit options. Next | enter these figures into the Benefit
Calculation Request Program, print the form and email it to the Actuary. When |

receive the calculations back from the Actuary | go over the benefit options with
the former employee. Once they have selected which option they would prefer |
either type a New Retiree Set Up Form and email it to Moody National Bank or
type a Contribution Refund Form and email it to Moody National Bank. Finally,
I'scan all information to Go File Room and file the former employees file in the
either the monthly benefit payment files or the Lump Sum Contribution Files.

- When an employee requests a loan against his contributions to the Plan | research
the employee’s total contributions to date, figure 25% of their contributions and
check to see if they have any outstanding loans. Next | type a Loan Approval
Form and email it to Geoff Gainer and Dan Buckley. Once | receive an approval
I request creditor payment information from the employee. | then run an
Amortization Schedule for loan payment amount and completion date. Next
I'type a Loan Application, Promissory Note and Security Agreement. i then go
over the forms with the employee, have them signed and notarized. Next |
type a letter requested payments and email request and forms to Moody
National Bank. | then type a letter to the City showing payroll loan deduction
and email to Charlotte at the City. Once all is completed, | make copies for the
Employee, make a loan file and scan all forms and requests to our Go File Room



Changes - When a former employee that receives a monthly benefit has a change of
address, direct deposit information or passes away | type a change form and
email the form to Moody national Bank. The forms are then scanned to Go
File Room and filed.

Surviving Spouse - When a former employee that receives a monthly benefit passes away | type
a Surviving Spouse Form, assemble forms and mail to the surviving spouse.
After receiving the forms, | type a New Retiree Set Up form and email it to
Moody National Bank. Finally, | scan the information to Go File Room and
file the forms.

Annual Benefit - In order to try to keep up with former employees who receive monthly
Certificates benefits | send an Annual Benefit Certificate Letter once a year and have

them sign, put their current telephone number and return the letter to me.

I check them and send second request letters to those former employees that
do not respond. Finally, | scan the letters to Go File Room and file the letters
in the employee files.

New Employees - When the City sends me new employee Applications for Membership in the
Retirement Plan | scan the applications to Go File Room and make permanent
files for them. Finally, i file the new files.

Miscellaneous - Research answers to questions from employees or former employees, print
reports provided by Moody National Bank and scan to Go File Room. Reserve room
for Board Meetings, email agenda to City Secretary for posting.
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Job Description

Galveston Retirement Fund for Police
Employee: Marie Nash — Administration
Duties:

Receive & File - Monthly and Quarterly Statements from Schwab

Scan - Monthly and Quarterly Statements from Schwab to Go File Room
Email - Monthly and Quarterly Statements from Schwab to Board and accountant
File - Trade confirmations from Schwab

Answer Phone calls and direct to Jacque

Greet employees who come in for assistance
Make copies and print reports for Board meetings
Scan Board Reports to Go File Room

Type Annual Letters and mail to members

Scan returried annual letters Go File Room

File returned annual letters to member’s file
Prepare Meeting Booklets for Board Members
Update Meeting Booklets for Board Members
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Release date 06-30-2020

H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index ~ Morningstar Cat
ISha res core S&P 500 ETF & Gold Fokhokk S&PS00TRUSD Russell 1000 TR US Fund Large Blend
( U s D ) 02-27-2020 1,230 US Fund Large Blend usD
Poomanen 520200 R | | O O (O (| O (O (D | O | [ e
Quarterly Returns IstQtr 2ndQtr  3rdQtr  4th Qtr Total % 100 100 100 99 100 100 99 100 100 100 99 100 S(t]:g(ys %
2018 -0.77 342 770 -1353 -4.42 ;ggk
2019 1365 429 169 9.05 3144 60k Growth of $10,000
2020 -1960 2054 — — -309 == Shares Core S&P 500 ETF
&iiﬂf.. ...... 40k
Trailing Returns 1Yr 3vr 5Yr  10Yr  Incept ﬁ WW:‘% o ég’tzzgry Average
Std Mkt 06-30-20 735 — 1085 1391 582 ,ﬁaﬂ*‘ o 35858
Std NAV 06-30-20 7.47 — 1069 1392 583 S V. == Standard Index
Mkt Total Ret ~ 7.36 1062 10.65 13.91 5.82 (1“" bt 10k 43715
NAVTotlRet 747 1070 1089 132 583
+/- Std Index 003 -003 -0.04 -007 —
+-Catindex 001 005 021 005 — . - P—
" e rmance Quartil
% Rank Cat 28 18 19 EEEEEEEEEBEE e
No. in Cat 1.380 1230 1058 806 209§ 200 | 200 | 2012} 2m3| 204 | oos | aot6 | 2017 | 2018 | 2019 | osaw History
Subsidized Unsubsidized 7 f
30-day SEC Vield 2020-03-31 297 . 2642 | 1508 | 1.86 | 16.06 | 32.30 | 1356 | 1.30 | 12.16 | 21.76 | -4.47 | 31.25 -3.20 Mkt Total Ret %
P " 2643 1496 | 2.03 | 1591 ) 32.31 | 1362 | 1.34 | 11.90 | 21.79 | -4.42 | 31.44 -3.09 NAV Total Ret %
'erformance Disclosure
The Overall Morningstar Rating is based on risk-adjusted retumns, -0.04 | -0.10 { -0.08 | -0.09 | -0.08 | -0.07 | -0.05 | -0.06 | -0.04 | -0.04 | -0.04 -0.01 +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year - -2.00 _-1 1 4 0.]53 -0.51 -080 038 0.42 4)15 010 0.36 ] 002 -0.28 ) +/-_r;a§egory Indgx
(if applicable) Morningstar metrics. 541 30| 18] 371 43| 81 20| 2{ 2! 2| 2l _ % Rank Cat
The pert data quoted represents past per and 2027 | 2010 | 1786 | 1686 | 1559 | 1568 | 1606 | 1409 | 1396 | 1402 | 1387 | 1414 No. of Funds in Cat
does not guarantee future results. The investment retum and R, e e S R R RO Ses N A : S
principal value of i will fluctuate; thus an investor’s 001 | -0.03 | -0.02 | -0.06 | 0.04 | 002 | 000 | 00z | 001 | 002 | 0m| — Avg Prem/Discount %
th less th
ts/l:;;e;[;;ﬁg ;4;/: or redeemed, may be worth more or less than P io Analysis 07-22-2020 Top Hol dings 07-15-2020
L‘urren!perﬂ.)ﬂnance may be lower or higher than return data AssecAflocation'ss Net%  Long%  Short % ssi':lac::e cho Arﬁgg:g ggi!d}zgzljsmcks , 0 Total Fixed-Income, et Asseg/f
quoted herein. For performance data current to the most recent Cash 0.25 0.25 0.00  p7-2020 4% Turnover Ratio
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 98.75 9875 0.00 ® 58mil Microsoft Corp 591
Feos and Expenses . Non-US Stocks 1.01 1.01 0.00 @ 31 mil Apple Inc 5.84
Fund Expenses Bonds 0.00 0.00 0.00 Imil Amazon.com Inc 478
Management Fees % 0.03  Other/Not Clsfd 00 0o o000 @ : : :
. TR SR - &) 18 mil  Facebook Inc A 212
Annual Report Net Expense Ratio % 0.04 Total 100.00  100.00 0.00 ]
. ) 2mil  Alphabet Inc A 1.73
Annual Report Gross Expense Ratio % 0.04 o r—rm—— Prarwaew il )
12b1 Expense % Na  Eui e o m W OW g 2mil Alphabet nc Class C 169
Risk and Return Profile = . P/ERatio TTM 229 101 102 @ 20 mil  Johnson & Johnson 1.46
3Yr 5Yr 0Yr % P/C Ratio TTM 141 101 09 @ 15mil - Berkshire Hathaway Inc Class B 1.38
1230 funds 1058 funds 806 funds g P/BRatio TTM 33 101118 @ 13 mil Visa Inc Class A 1.24
Morningstar Rating™ 4% i% 5% g geql AvgMitCap 140070 101 072 19mil Procter & Gamble Co 115
: ; mi
m°::::9:::: g;'l‘]m +2:g j\:g H’?"z ® 23mil JPMorgan Chase & Co 111
orming e 2 Fixed-income Styie @ 7mil UnitedHealth Group Inc 1.07
- Avg Eff Maturi — i
Standard Deviation NAV 1695 1476 1341 (Lt e W LY - ® 8mil - The Home Depat fnc 1.05
- z AV @® 7mil Mastercard Inc A 1.02
Standard Deviation MKT 16.84 147 13.38 Avg Wtd Coupon = 32 mil Intel 06
Mean NAV 1070 1089 1392 E AvgWid Price _ 9 mil Intel Corp 95
Mean MKT 10.62 10.65 13.91 Sector Weightings Stocks % Rel Std Index
Sharpe Ratio 0.59 0.69 1.00 % Cyciical 290 1.00
MPT Statistics StandardIndex  BestFitlndex  Credit Quality Breakdown — gong%s B Basic Materials 23 1.04
NAV SEPS00TRUSD  AAA — & Consumer Cyclical 109 1.03
Alpha -0.03 003 AA — & Financial Services 13.1 0.99
Beta 1.00 100 A — [&] Real Estate 27 0.95
R-Squared 100.00 100.00 BBB — = Sensitive 857 0.99
12-Month Yield 204% BB - Communication Services 108 1.01
Potential Cap Gains Exp — B Y Energy 27 0.94
Leveraged No  BelowB — [ Industriais 8.4 1.00
Leverage Type — NR - Technology 238 0.99
ll;gveragi % Benchmark S&P 500 T:‘USSOS Regional Exposure Stocks % Rel StdIndex =+ Defensive 253 1.01
rimary Frospectus Benchmarl Americas 99.0 1.00 & Consumer Defensive 74 1.00
Greater Europe 1.0 1.05 3 Healthcare 14.8 1.01
Greater Asia 0.0 095 |3 Utilities 31 1.02
Operations
Family: iShares Ticker: Y Mkt Price: 309.69
Manager: Multiple Incept: 05-15-2000 Base Currency: UsD
Tenure: 12.5 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $202,460.8 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Qutstanding: ~ 628.60 mil NAV: 310.25
Type: ETF Prem/Discount: -0.18

©2020 Morningstar. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and
di and infe of Momi (2) may include, or be derived from, account information provided by your financial professional which cannot be verified by
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Release date 06-30-2020

H H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index  Category Index Merningstar Cat
iShares Edge MSCi Min Vol 3 Silver r— S&P500TRUSD Russell 1000TR  US Fund Large Blend

USA ETF (Us D) 06-10-2020 1,230 US Fund Large Blend usp

Performance 06-30-2070 : @ @ @ @ @ @ @ @ @ @ @ @ IEnc;ruai:tymomStyle

Quarterly Returns 1stQtr 2nd Qtr  3rdQtr  4th Qtr Total % — _ 100 100 100 100 100 100 100 100 99 100 Stocks %
2018 112 285 782 -756 136 ;gEk

2019 1270 556 424 3.04 2777 iy Grow.thnl $10,000 A
2020 -17.20 12.86 — — -6.56 . . o Sshzrg;FEdge MSCI Min Vol
Trailing Returs 1Yr 3Yr 5Yr  10Yr  Incept :v 28.156

Std Mkt 06-30-20 035 — 1078 — 12.83 - : N 26~ Category Average
SWNAVOG3020 036 — 1078 — 1285 IS 2419

MktTotalRet 035 960 1078 — 1283 — w g;aggsard Index

NAV Total Ret 0.36 962 ) 10.7_8 = 12.85 !

+/- Std Index 714 111 006 — —

+/- Cat Index -7.12 A-'I.OZ 0.31 — — “ Perfo! Quartil
% Rank Cat B89 - EE B EEEBEBREREERRE /Iromnmumi

No. in Cat 1380 1230 1058 — mog | 20| 201 | 2wz | 203 | 24| aois | a6 | 207 | 208 | 2me | gszo History
Subsidized Unsubsidized

30-day SEC Yield 2020-03-31 250 o — — — | 1083 | 25.09 | 16.33 | 545 | 10.57 | 1891 | 136 | 27.69 | -6.55 Mkt Total Ret %
" — — — | 11.04 | 2511 | 16.34 | 550 | 1050 | 18.97 | 1.36 | 27.77 | -6.56 NAV Total Ret %
Performance Disclosure
The Overall Momingstar Rating is based on risk-adjusted returns, — — — | 496 ( -7.28 | 265 | 492 | -1.46 | -2.86 | 574 | -3.72 | -3.48 +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year .= — 538 -9._(‘)1_ 310 | 459 -1.56 272 6.14 355 375 +- Category Index
(if applicable) Morningstar metrics. — — = — — 3 2 52 73 2 70 — % Rank Cat
‘Z': ”e"t . t":;z t‘;":’e‘im; o f:t; ’;‘,’"I‘ orman an;"" —1 —| —| —| —| 158 1606 | 1409 | 1396 | 1402 | 1387 | 1414 No. of Funds in Cat
s not guarantee future results, b T T ) B e - RS . bt
principal value of an i will fluct thus an investor's — — | 037] 005| 003 | 003 002 -001| 002] -002]| -0.01 — Avg Prem/Discount %
sold d, be worth less th.
::;;e:;i;;:‘:;rwas / or redeemed, may be worth more or less than Porttolio Analysis 07-24-2020 Top Heldings 07-16.2020
Current performance may be lower or higher than return data et LUk Net% —Long% Short % fi'ﬁac? s Arﬁgﬂfﬁ :'gju}gggl:smcks 0 Total Fixed-Income, et Asse;/:
quoted herein. For performance data current to the most recent Cash 0.23 0.23 0.00  g7-2020 21% Tumover Ratio '
month-end, please call 800-474-2737 or visit www.ishares.com.  US Stocks %.81 9681  0.00 ) 2mil NextEra Energy Inc 1.70
Feos and Expenses ] Non-US Stocks 2.96 2.96 0.00 o 3mil McDonald's Corp 154
Fund Exponses - Bonds 000 000 000 3milMicrosoft Cor 1.49
Management Fees % 015  Other/NotClsfd 000~ 000000 g il Tl US Inc 1.48
Annual Report Net Expense Ratio % 015  Total 100.00 10000  0.00 P 3mil Visa Inc Class A 1' 45
Annual Report Gross Expense Ratio % 0.15 Equity Syle T S BT ) ) ;
12b1 Expense % NA :" B o Avg Index  Cat [S) 4 m!I Pep.S|Cn Inc o 1.45
Risk and Return Profile I . P/ERatio TTM 237 104 105 © 9mil Verizon Communications Inc 1.44
IV 5Yr wy | _ |® P/CRatioTTM 160 107 102 @© 785,914  Regeneron Pharmaceuticals Inc 1.43
1230 funds 1058 funds 806 funds g P/BRatioTTM 35 1051226 o 5mil  Waste Management Inc 1.43
Morningstar Rating™ 4% 5% — g gel?lAVQ MktCap 59117 043 030 o 2mil - Vertex Pharmaceuticals Inc 141
mox;ng::: ::ttm I:)‘:N ;:W;: o ) 10mil  Coca-Cola Co 1.39
Ll : 3Ygr 59Yr — Fixed-Income Stylo o 6mil Republic Services Inc Class A 139
y Avg Eff Maturity — i
Standard DeviationNAV 1371 1199 — e e e —© Sl bdreiofs Co bog 1=
o z AV ) 3mil Johnson & Johnson 1.37
Standard Deviation MKT 1355  11.88 — Avg Wtd Coupon = 7mil Newmont Con 136
Mean NAV 962 1078  — F AvgWid Price - © mont borp :
Mean MKT 9.60 10.78 — 5 Sector Weightings Stocks % Rel Std Index
Sharpe Ratio . 0.62 0.82 — % Cyclical 281 0.97
MPT Statistics Standard Index Best Fitlndex  Credit Quality Breakdown — Bond [ Basic Mate"al? 28 117
NAV Morningstar USMid ~ AAA — B Consumer Cyclical 5.7 0.54
: : : Coe TRUSD A — B Financial Services 15.0 113
Alpha . 095 Sz p — I RealEstate . 48 170
Beta . 0.76 0.64 BBB ) S B
R-Squared 87.55 8857 oo v ‘c°'°“"‘"’? o Soni 338 0.74
Mot Vo 7% - 5 Eg;rgr;umcatlon ervices !153 gg?
Potential Cap Gains Ex| —_ : . : :
sl b AL, Below B — [ Industrials 89 1.06
Leveraged oo NR — [ Technolo 174 073
Leverage Type — oy ' : )
Leverage % ) 100.00  Regional Exposure Stocks % Rel StdIndex ~—» Defensive 381 151
Primary Prospectus Benchmark MSCI USA Minimum ~ Americas 98.3 099 [ Consumer Defensive 133 1.80
‘ Volatility (USDl)J(SSS Greater Europe 17 189 [ Healthcare 164 .1
Greater Asia 0.0 000 KB utiites 8.4 274
Operations
Family: iShares Ticker: usmv Mkt Price: 60.63
Manager: Multiple Incept: 10-18-2011 Base Currency: usD
Tenure: 8.8 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $34,479.9 mil Exchange: BATS Z-EXCHANGE Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 548.20 mil NAV: 60.65
Type: . ETF Prem/Discount: -0.03
©2 iingstar. All Rights Reserved. Unless otherwi ided i , hi Iy in th in which its original distributor is based. The information, data, anal ; '
DN co i ] i o oo oty asepale aieeent, oy s i eprt oy T, accoun informationpoviod iy Yo el pofossons i coma s Sy MﬁHNlNGSI MR
Morningstar, {3) may not be copied or redistri , (4) do not i advice offered by Momingstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security,
and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Morni shall not be ible for any trading decisions, damages or other losses resulting from, or related to, this

information, data, analyses or apinions or their use. Opinions expressed are as of the date written and are subject to change without notice. Investment research is produced and issued by subsidiaries of Morningstar, Inc.
including, but not limited to, Morningstar Research Services LLC, registered with and govemed by the U.S. Securities and Exchange Commission. This report is supplemental sales literature. If applicable it must be preceded
or ied by a p , or equivalent, and discl Please see important disclosures at the end of this report. 66
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Release date 06-30-2020

H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category index Morningstar Cat
va n_g uqrd M Id cap Index :’ Gold Hd Aok Ak S&P 500 TRUSD  Russell Mid Cap TR US Fund Mid-Cap
Institutional (US D) 08-23-2019 370 US Fund Mid-Cap Blend 1)) Blend

Investment S
Poarmanca 150201 5 (B | O O |6 (| | R (D (| | e
Quarterly Returns 1stQtr 2nd Qtr 3rdQr  4th Qtr Total % 100 | 100 100 100 100 100 100 99 100 100 99 100 Stacks %
0
2018 000 257 468 -15.47 -9.24 éggk
2019 1678 436 060 687 31.04 g Srowthof $10.000
2020 2571 249% — < — -1.16 == Vanguard Mid Cap Index
e s, = v """ 40k Institutional
Trailing Returns 1yr 3Yr 5Yr  10Yr Incept L g0 44,652
Load-adj Mthly ~ -0.18 647 7.00 1249 943 = 20k~ Category Average
Std 06-30-2020 -0.18 — 7.00 12.49 943 §337 .
o - Standard Index
TotalRetum  0.18 647 700 1243 943 o 10k P
+/- Std Index -768 -426 -373 -1.50 -—
+/- Cat Index 206 068 024 014 — m
% Rank Cat 12 8 10 4 Performance Quartil
e O, EBREESEEEBIEREBEIE o
0. In Lat 008 | 2010 { 2011 02| 2013 2014 | 2005 2016 ( 2017 | 2018 | 2018 | 0820 Histary
) Subsidized Unsubsidized 16.40 | 20.36 | 19.69 | 22.52 | 30.08 | 33.79 | 32.85 | 35.99 | 42.32 | 37.78 | 48.74 | 44.84 NAV/Price
7-day Yield ' - - 4051 | 25,67 | -1.96 | 16.01 | 35.17 | 1378 | -1.33 | 11.23 [ 19.29 | -9.24 | 31.04 | -7.16 Total Return %
30-day SEC Yield 07-24-20 1.56 56 1405 | 1060 | 407 | 000 | 278 | 009 | 272 | -073 | 254 | -46 | 0.4 | 408 +/- Standard Index
Performance Disclosure 003 | 019 | -041§ -127 | 041 | 057 | 111 | -257 | 078 -0.18| 050 | 1.97 +/- Category Index
The Overall Moringstar Rating is based on risk-adjusted returns, ’ 24' 2’3 1 32 '55 ' 40 5 17 73 1 7 2| 13 . %'Raﬁk’ Cat
derived from a weighted average of the three-, five-, and 10-year RIS ENEEISS SRISAIE RIRLS . Coan 1o : o
(if applicable) Morningstar metrics. 451 433 | 424 412 399 | 369 | 432 427 443 | 464 | 404 423 No. of Funds in Cat
The perf data quoted rep past perfc and
does not guarantee future results. The investment return and Portiolio Analysis 06-30-2020 1
incioal valve of an i will - thus an investor's Asset Allocation % Net% long% Short%  ShareChg  Share Holdings: Net Assets
Lot since Amount 355 Total Stocks , 5 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than ~ Cash -0.09 0.02 0n 052020 15% Tumover Ratio
their original cost. US Stocks 9761 9761 0.00 7mil Digital Realty Trust o
Current performance may be lower or higher than return data Non-US Stocks 247 247 000 @ mf 'gital Realty Trust Inc -89
quoted herein. For performance data current to the most recent Bonds 0.01 0.01 000 © Zmi !' DexCom inc ) 087
month-end, please call 888-809-8102 or visit www.vanguard.com. ~ Qther/Not Clsfd 0.00 0.00 000 © 3mil Lululemon Athletica Inc 0.86
Fees and Expenses Total 10000 10011 011 © 14mil- Centene Corp 0.86
"y Equity Style Potoloaieies For T e e o
Front-End Load % NA ‘:m bt St Avg Index Cat © 3mil Veeva Systems inc Class A 0.74
Deferred Load % NA ¢ P/ERatioTIM 197 087 117 g 4mil Splunk Inc 0.74
— 2 P/C Rat!o ™ 121 087 1.06 e 4mil KLA Corp 0.70
und Expenses e P/B Ratio TTM 27 081 1.2 7% 4mil DocuSign Inc 0.70
Management Fees % 0.04 ] g Geo Avg Mkt Cap 17067 0.12 2.06 e amil Synopsys Inc 0.69
12b1 Expense % NA E $mil o ‘ o :
Net Expense Ratio % 0.04 T m—— e 689,71? Chipotle Mexican Grill Inc Class A 0.68
Gross Expense Ratio % oog T Avg Eff Maturity _®e 7 mfl Am.;{henol Corp Class A 0.66
Risk and Return Profile = Avg Eff Duration _ © g ml: IT[)w:llo |I.m: A . 0.66
e svi 0w ; Avg Wid Coupon _ e mf EXX Laboratories Inc 0.65
370 funds 296 funds 216 funds & AvgWtdPrice - © 8mil - Eversource Energy 0.65
. s M _
Mom!ngﬁar H?tmg ax ol 5k 2 Sector Weightings - Stocks % Rel Std Index
Morningstar Risk Avg Avg -Avg % Cyclical 54 123
Morningstar Ret High High High dit Quali — 9 .
orningstar Return gl igl igl Z'A‘A:' Quality Breakdown Bon(f_k E Basic Materials 36 165
3Yr 5Yr 1oy AA . Consumer Cyclical 1.7 1.10
Standard Deviation 20.04 1713 1560 A — & Financial Services 108 0.82
Mean 6.47 7.00 1249 B8B _ [ Real Estate 93 3.26
Sharpe Ratio 0.33 0.42 0.80 BB = Sensitive 2 090
MPT Statistics Standard Index Best Fit Index B - Communication Services 6.5 0.60
Morningstar US Mid  Below B — B Energy 28 1.00
CapTRUSD N — [ Industriat
Hipta s Tecmag 153 ot
Beta 1.16 0.99  Regional Exposure Stocks % Rel Std Index I - o y :
R-Squared 95.80 9975 Americas 98.1 099 T Defensive 4 093
12-Month Yield 178%  Greater Europe 11 1.21 E EI°”;‘;I’"9' Defensive 1 g; g;g
Potenti ins E 26.82%  Greater Asia 08 18.30 ealiitare : :
otential Cap Gains Exp o O Utiities 61 199
Operations
Family: Vanguard Base Currency: USD Purchase Constraints: —
Manager: Multiple Ticker: VMCIX Incept: 05-21-1998
Tenure: 22.2 Years ISIN: US9223088359 Type: MF
Objective: Growth Minimum Initial Purchase: ~ $5 mil Total Assets: $106,848.13 mil

Morningstar, {3) may not be copied or
and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Morningstar shall not
information, data, analyses or opinions or their use. Opinions expressed are as of the date written and are subject to chan;
including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange C
i ivall discl Please see important disclosures at the end of this report.
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Release date 06-30-2020

H B Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index ~ Morningstar Cat
ISha res core S&P sma " ca p 3 Silver *ok ok S&P 500 TRUSD  Russell 2000 TR US Fund Small Blend

ETF (USD) 06-30-2020 615 US Fund Small Blend usb
Performance 06-30-2020 @ @ @ @ @ @ @ @ @ @ @ @ lElm:tymemS!vle

Quarterly Returns 1stQtr 2ndQtr 3rdQtr  4thQtr Total % _ — — _ _ 100 . 100 100 99 Stocks %
¢l
2018 065 870 475 -20.10 -8.43 ;gEk
2019 1159 187 -0.20 823 2279 poy Growth of $10,000
2020 -3265 2198 — — -1784 o e iShares Core S&P Small-Cap
Trailing Returns 1Yr 3vr S5Yr  10Yr Incept - ” T 5;258
Std Mkt 06-30-20 -11.29 — 447 1120 862 P v Pr— Ca;(egory Average
Std NAV 06-30- e 30,035
-11.26 — 447 1121 883 ) ,
0 o "B = B jo " Standard Index
Mkt Total Ret -1129 059 447 1120 862 43,715

NAVTotalRet -11.26 057 447 1121 863

+/-Stdlndex 1876 -10.16 -625 278 &

e e - ZE B BEEEEEE m——

% Rank Cat 0 37 15 9

No. in Cat 569 615 495 359 008 § 2016 { 2011 W2 3} 4] 5| 2016 20017 | 2m8 ) 2018 | 0820 Histary
Subsidized Unsubsidized 2580 | 26.60 | 0.79 | 16.29 | 41.32 | 585 | -2.07 | 26,61 | 13.15 | -8.49 | 22.82 |-17.89 Mkt Total Ret %
30-day SEC Yield 2020-03-31 235 — 2548|2614 | 090 | 16.28 [ 4136 | 567 | -2.00 | 26.49 | 13.20 | -8.43 | 22.79 |-17.84 NAV Total Ret %
Performance Disclosure 099 | 11.08 | -1.21 | 028 | 898 | -8.02 | -3.38 | 1453 | -8.64 | -4.04 | -870 |-14.76 +/- Standard Index
The Overall Morningstar Rating is based on risk-adjusted returns, 169 | 071 | 507 | 0.07 | 256 | 077 | 242| 519 | -145 | 250 | 274 | -a85 +/- Category Index
derived from a weighted average of the three-, five-, and 10-year s | 9 37| 2 3 2! 10 2 w0l sl — % Rank Cat
(if applicable) Morningstar metrics. RS A B " et B B e fa . :
The perf data quoted represents past perf ag . B43| 649 60 62| 681 | 737| 780| 750 802 769 | 702 | 681 No. o Funds in Cat
does not guarantee future results. The investment return and -003 | -0.09 | -0.03 | -0.06 | 0.05 | -0.01 | -0.05 | -0.02 { -0.03 | 0.00 | -0.01 —_ Avg Prem/Discount %
principal value of an i will fl - thus an investor's
shares, when sold or redeemed, may be worth more or less than ~ Portiolio Analysis 07-24-2020 Top Holdings 07-16-2020
their original cost. Asset Allocation % Net%  long% Short%  Share Chg A Share Hgld;ngslz § ) Net Assegs
Current performance may be lower or higher than return data Cash 013 064 051 grggm ™ ?El/o ﬂ',fms‘}gf Rsaﬁg Total Fixed-Income, %
quoted herein. For performance data current to the most recent US Stocks 9851 9851 0.00 P
month-end, please call 800-474-2737 or visit www.ishares.com. Non-US Stocks 136 136 0.00 ® ! mfl Lithia Motors inc Ciass A 0.73
Foes and Expenses Bonds 0.00 000 0o @ 261 mil - BlackRock Cash Funds Treasury SL A 0.63
Fund Exporses Other/Not Clsfd 00 oo o000 @ 3mil - Exponent lnc 052
Management Fees % 006t T oo s os @ Zmil - Wingstop Inc 0.61
Annual Report Net Expense Ratio % 0.07 o e 7mil - NeoGenomics Inc 0.60
Annuai Report Gross Expense Ratio % 0.07  Equity Style Portfolio Statistics PA':"; lng;: 3;' ) 3mil Neogen Corp 0.59
12b1 Expense % NA - Yo Bod Soh o potio TTM 165 072 089 @ 7mil Momenta Pharmaceuticals Inc 0.54
Risk and Return Profile g P/C Ratio TTM 73 052 0685 @ 1 mil  Stamps.com Inc 0.54
o5 1 3;“ - 5;" - f10 ;’f g P/BRatio TTM 16 047 331 @ 2 mil  Simpson Manufacturing Co Inc 0.53
unds unds UneS —wamE—], GeoAvgMktCap 1504 001 043 il P Intearati
Morningstar Rating™ Ix 4% 5% jJ & $mil ® £ ower n .?9??’““"3 Inc“ ,0'.53.
Morningstar Risk Avg Avg Avg o @ 3 mil Cogent Communications Holdings Inc 0.53
Morningstar Return Avg  +Avg High Fixed-Income Style ) @ 3mil  Fox Factory Holding Corp 0.53
IV SO v w we m AvgEffMatuity - @ 'milKinsale Capital Group Inc 0.52
Standard DeviationNAV 2340 2034 1821 A &i?;ﬁ:“:’; T e 2mil Proto Labs Inc 051
Standard Deviation MKT 2348 2039 1823 5 Avg Wi ms e 3mil Agree Realty Corp 051
Mean NAV 0.57 447 N2 _ Sector Weightings Stocks % Rel Std Index
Mean MKT 059 447 120 : " Cyclical 027 148
Sharpe Ratio 0.07 0.26 0.64 Crodit Quality Broakdown — Bond% B Basic Materials 57 259
MPT Statistics Standard Index BestFitlndex  AAA — B3 Consumer Cyclical 14.0 1.32
NAV Russel 200010 — B3 Financial Services 140 1.06
Alpha 11.03 133 A — m Real Estate 9.0 3.16
Beta 1.28 1.01 BBB — w Sensitive 389 0.85
R-Squared 85.83 98.55 gB —  |B Communication Services 29 0.27
12-Month Yield 1.73% Y Energy 33 1.16
Potentiai Cap Gains Exp —  BelowB — [ Industrials 17.7 211
Leveraged No MR - Technology 15.1 0.63
Leverage Type ~  Regional Exposure Stocks % Rel Std Index =+ Defensive 184 0.73
Leverage % 10000 Americas 993 1.00 & Consumer Defensive 36 049
Primary Prospectus Benchmark S&p Smailfi‘?‘p USSOS Greater Europe 05 054 [ Healthcare 125 0.85
Greater Asia 0.2 516 K3 Utilities 22 0.72
Operations
Family: iShares Ticker: IJR Mkt Price: 68.29
Manager: Multiple Incept: 05-22-2000 Base Currency: usb
Tenure: 12.5 Years Expiration Date: S Legal Structure: Open Ended Investment Company
Total Assets: $40,965.4 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Qutstanding: ~ 585.20 mil NAV: 68.34
Type: ETF Prem/Discount: -0.07
©2020 Momingstar. All Rights Reserved. Unless otherwi ided i ) thi ly in the in which its original distributor is based. The information, data, anal @
DS cont etk o T OnASTI o Wy o cen, Yot e s eprt oy o, SCCoUT oMt oVt b it ol rlossomt Wi e by MOHNINGSI IR
Morningstar, (3) may not be copied or redistributed, {4) do not i ment advice offered by Morningstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security,
and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, this

information, data, analyses or opinions or their use. Opinions expressed are as of the date written and are subject to change without notice. Investment research is produced and issued by subsidiaries of Morningstar, Inc.
including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. This report is supplemental sales literature. If applicable it must be preceded
or ied by a , O equit and discl Please see important disclosures at the end of this report. 68
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Release date 06-30-2020

H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index  Category Index Morningstar Cat
i Shal'es core Msc' EAFE ETF “ Gold KA kK MSCIACWIEx ~ MSCI ACWI Ex US Fund Foreign Large
(USD) 12-04-2019 648 US Fund Foreign Large ~ USANRUSD ~ USANRUSD  Blend
Blend
Eisthenmonne 06302020 G (HE(ED BB H O HR B B D EE | H e
QuarteryRetums  IstQur ZndQr Qe athQw Total% | | | g | o7 | @ | o | 99 | 9 | % | 99 | 99 &mh%
2018 3301 107 1303 1420 e e e 100k
2019 1012 354 094 862 2267 Sov Growthof $10.000
2020 -23.52 1568 —  — 1152 a0 = i1S4hga£§s Core MSCI EAFE ETF
Trailing Returns 1vr 3yr 5Yr  10Yr  Incept . Ca'tegory Average
Std Mkt06-30-20 443 — 246 — G504 - 13724
StNAV06-30-20 -480 — 247 — 499 P S = Standard Index
MktTotalRet ~ -4.49 082 246 — 504 ' 10k 1359
NAVTotalRet ~ -4.80 095 247 — 499
+/- Std Index 000 -018 021 - -
+-Catindex 000 018 021 — — “k -
%RankCat 54 41 B — EE B B EEHSE BB BB E Immeumm
No. in Cat 759 68 519 — mog | 2010 | 200 ) 2mz| w3 | 2014 | ao5 | 2016 | 2017 | 2ms| w19 | osz0 History
Subsidized Unsubsidized
30-day SEC Yield 2020-03-31 345 - —| —| —| —|2242| 633 073| 158 | 26.59 |-14.13 | 22563 |-11.31 Mkt Total Ret %
Performance Disclosure — — — — | 2373 | -482 | 053 | 1.36 | 26.42 |-14.20 | 22.67 |-11.52 NAV Total Ret %
The Overall Momningstar Rating is based on risk-adjusted returns, —| —| —| —| 844|086 | 619 -313| -0.77 | -001| 116 -0.52 +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year — — — — | 844 | -09 | 619 | -313 | -0.77 | -001| 1.16| -0.52 +/- Category Index
(if applicable) Morningstar metrics. — = = = 5| a3| 28| aw| B ] | — 9% Rank Cat
The performance data quoted represents past performance and —| = —| —=| 79| mo| 88| 72| 76| 7a1| 732| 788 No.offundsinCat
does not guarantee future results. The investment retumand -+ - N S NS B : RS NI I 3 S S
princigal value of an il SlTisgteg s anlfvestor’ —| —| —1 122] 02| 008|009 | 006 014 000 -004| — Avg Prem/Discount %
f::ilre:;lgzrc::;lg or redeemed, may be worth more or less than Portlolio 07-24-2070 Top Holdings 07-15-2020
Current performance may be lower or higher than return data Assst Allocation % 07-22-2020 otié = lLongtieShiort % ssi':l?:ge o Arﬁgﬁ:ﬁ ;‘ %Ifén?ost.;l Stocks , 3 Total Fixed-Income, Mt Assegf
quoted herein. For performance data current to the most recent Cash 050 050 001 g7200 3% Turnover Ratio '
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 0.67 0.67 0.00 @ 13mil  Nestle SA 217
F::‘Ex‘p'::z""‘” 'B\':r’]‘dl:s Stocks 98:33 93:(7][1] ggg ® 3milRoche Holding AG Dividend Righ Ce 159
Management Fees % 0.07 Other/NotClsfd 012 042 000 ® j:::: Ts\le\l;asrtEls AG 1;3
Annual Report Net Expense Ratio % 0.08  Total 100.00 100.01 0.01 g 2mil ASML Holding NV 1.04
Annual Report Gross Expense Ratio % 0.08 Bty S1e T e ) ’
12b1 Expense % NA AP Mg Index Cat @D Bm!I AstraZeneca PLC 0.91
Risk and Return Profile = . P/ERatio TTM 171 105 099 @ 9mil  Toyota Motor Corp 0.82
3y 5Y oy | W _ |? P/CRatioTTM 87 099 095 @ 1'mil LYMH Moet Hennessy Louis Vuitton SE 0.80
648 funds 519 funds 364 funds = P/BRatioTTM 14 095 238 @ 7 mil Novo Nordisk A/S B 0.75
Morningstar Rating™ 3% 4% - g g;?' AvgMktCap 23079 065 059 g 5mil Sanofi SA 0.74
Maringt et e g Simi AR GroupLia b9
. v oy, Fixed-d Style ] ® 21 mil GlaxoSmithKline PLC 0.63
. e Mo e Avg Eff Maturity - @ 3mil Siemens AG 0.63
Standard Deviation NAV 1557 1464 — = Avg Eff Duration - & 5mil Sony Cor 061
Standard Deviation MKT 1559  14.25 - ® Avg Wid Coupon — , yLom :
Mean NAV 0.95 247 — § AvgWtd Price - ® 85 milHSBC Haldings PLC 059
Mean MKT 0.82 2.46 — g Sector Weightings Stocks % Rel Std Index
Sharpe Ratio 0.03 0.16 — % Cyclical 31 0.94
MPT Statistics Standardindex  BestFitlndex  Crodit Quality Broakdown — gongs B Basic Materials 75 0.99
NAV MSCIEAFENRUSD ~ AAA — B Consumer Cyclical 101 0.93
Alpha -0.21 019 AA — & Financial Services 153 0.84
Beta 0.97 .03 A — [ Real Estate 42 1.50
R-Squared 98.08 99.85 B8BB — = Sensitive 382 0.95
12-Month Yield 2.77% BB —  |El Communication Services 6.2 0.71
Potential Cap Gains Exp — B —  BY Energy 33 0.66
Leveraged No BelowB — [ Industrials 155 1.39
Leverage Type — MR - Technology 9.2 0.82
Leverage % 100.00 Regional Exposure Stocks % RelStdIndex ~ —+ Defensive 287 117
Primary Prospectus Benchmark MSCI EAFE lelélS Americas 07 007 [ Consumer Defensive 12 1
Greater Europe 61.8 1.40 [ Healthcare 137 125
Greater Asia 376 081 KJ Utilities 38 1.10
Operations
Family: iShares Ticker: IEFA Mkt Price: 57.16
Manager: Multiple Incept: 10-18-2012 Base Currency: usD
Tenure: 7.8 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $67,574.6 mil Exchange: BATS Z-EXCHANGE Backing Bank: BlackRock Fund Advisors
Shares Qutstanding: ~ 1,132.20 mil NAV: 57.08
Type: ETF Prem/Discount: 0.14
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H - Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index  CategoryIndex  Morningstar Cat
IShares core Msc' Emerg lng ;? Bronze *h Kk MSCIACWIEx ~ MSCIEMNRUSD  US Fund Diversified
Markets ETF (USD) 03:31-2020 704 US Fund Diversified ~ USANRUSD Emerging Mkis
Emerging Mkts
.30- i Investment Styl
i oo B EHER BB EE B0 B EE memesti
ly Returns 1stQtr 2ndQtr 3rdQtr  4th Qtr Total % _ — — 9% 94 % 97 99 100 100 100 98 Stocks %
2018 120 -7.76 -1.37 -1.34 -14.69 ook
2019 953 047 -428 1154 1750 60k Growth of $10,000
2020 2440 1890 — — -10.M == iShares Core MSC Emerging
— 40k Markets ETF
Trailing Returns 1Yr 3Yr SYr  10Yr Incept 11.928
Std Mkt 06-30-20 -447 — 244 — 198 2 == Category Average
SWNAVOB3020 403 — 245 — 206 ) PN 11,554
MktTotalRet 447 120 244 — 198 e 8 N W~ TN g Standard Index
A Vad 13,596
NAVTotalRet  -4.03 141 245 — 206
+/- Std Index 0.78 027 019 — —
+/-Catindex 064 -049 041 — — i - —
S . erformance Quartile
% Rank Cat 5145 48 — BB B EEBEEEEEESE lomme
No. in Cat 815 704 595 — 09 ] 2000 | 201 | 2012 ) 2003 | 204 | 25| e | a7 | 2018 | 2018 | os20 History
Subsidized Unsubsidized
30-day SEC Yield 2020-03-31 283 . — — — — | -2.81 | -3.44 |-14.31 | 10.29 | 37.40 |-14.93 | 17.79 |-10.63 Mkt Total Ret %
Port - — — — — | -2.16 | -2.04 {-13.86 | 9.98 | 36.78 |-14.69 | 17.50 |-10.11 NAV Total Ret %
formance Disciosure
The Overall Morningstar Rating is based on risk-adjusted returns, - - — —|-17.45| 183 | -8.20 | 548 | 958 | -0.49 | -4.01 | 0.89 +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year — — — — 0.‘44‘ ) 0.15 1.06 1 2 1 -0.51.‘ -0.12 092 -0.33 +/- C:a_tegow Index
(if applicable) Morningstar metrics. — — _ — 53 40 4 40 40 36 63 — 9% Rank Cat
The perf data quoted represents past per and —| —| —| —| 61| 79| sa0| 13| 805 | 836 | 835 ‘836 No. of Funds in Cat
does not guarantee future results. The investment return and - : E s ad - g gt [l Rl sl - S .
principal value of an investment will fluctuate; thus an investor's - - — 1| 089] 000 [ 013 ] -004] 029] 024 004 -0.05 - Avg Prem/Discount %
e o edeemed. maybe worth mors o 53 11 gt Analyss 07-26-2020 Top Haldings 07-16-2020
) ’ " ShareChg  Share Holdings : Net A
Current performance may be lower or higher than return data Asset Allocation % Net%  Long%  Short% ShareChg A STl Stacks 0 Total FixedHInceme, et sseg/j
quoted herein. For performance data current to the most recent Cash 1.92 1.92 0.00  07-2020 15% Turnover Ratio
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 0.32 032 0.00 14mil Alibaba Group Holding Ltd ADR 6.56
Feos and Expenses Non-US Stocks 97.71 91N 0.00 43mil Tencent Holdings Ltd 580
Fund Exponses Bonds 0.00 0.00 0.00 185mil  Taiwan Semiconductor Manufacturing 4.49
Management Fees % 0.13  Other/Not Clsfd 0.05 0.05 0.00 ®mi ) '
R SRR : : S mil - Samsung Electronics Co Ltd 3.03
Annual Report Net Expense Ratio % 014 Total 100.00  100.00 0.00 27milMeituan Dianping 129
Annual Report Gross Expense Ratio % 014 porow e ) ’
12b1 Expense % NA :‘u ty Style Mo e ot 3 m,l Na;pers L CIa;s N 1.22
Risk and Return Profife = . P/ERatio TTM 145 089 091 21 mil Reliance Industries Ltd 1.10
s 5V 10V 2 P/CRatio TTM 85 098 084 714 mil  China Construction Bark Corp Class 1.03
704 funds 595 funds 246 funds gz P/BRatio TTM 16 103 325 44 mil  Ping An Insurance (Group) Co. of C 0.91
Morningstar Rating™ 3% Ik — g g;?'AVQ MktCap 28293 080 061 445 mil  BlackRock Cash Funds Treasury SL A 0.84
tnstet il P 6milJ0.com Inc ADR 073
orningstar Retur ——ed——— Fixadincome Style 28mil VALE SA 059
y Avg Eff Maturity — i i i
Standard DeviatonNAV 1888 1779 — e E = #mil - China Mobile Ltd 058
o z A 26 mil  Infosys Ltd 0.58
Standard Deviation MKT 18.96 17.88 — Avg Wtd Coupon — 12mil Housina Devel K Com L 058
Mean NAV 141 245  — £ AvgWid Price = using Levelapment Finance Corp :
Mean MKT 1.20 244 — 5 Sector Weightings Stocks % Rel Std Index
Sharpe Ratio 0.08 0.16 — s Cyclical 3.7 11
MPT Statistics StandardIndex  BestFitindex  Credit Quality Breakdown — gond% [ Basic Materials 74 0.98
NAV MSCIEMNRUSD ~ AAA —_— Consumer Cyclical 15.5 1.43
Alpha 0.63 047  AA — & Financial Services 17.7 0.98
Beta 1.11 100 A — [ Real Estate 32 1.12
R-Squared 91.21 99.80 BBB — = Sensitive 121 116
12-Month Yield 343% BB — B Communication Services 135 156
Potential Cap Gains Exp — B ~ Y Energy 55 1.10
Leveraged No  BelowB — [ Industrials 52 0.47
Leverage Type — MR - Technology 178 158
'I;e.veragz % Benchmark MSCI EM I:\g:]'\[:g Regional Exposure Stocks % RelStdIndex ~—» Defensive 142 0.58
rimary Frospectus Senchmar USD  Americas 8.9 096 [ Consumer Defensive 6.8 0.67
Greater Europe 12.5 028 [ Healthcare 5.0 0.46
Greater Asia 786 169 KJ Utilities 24 0.69
Operations
Family: iShares Ticker: IEMG Mkt Price: 47.60
Manager: Multiple Incept: 10-18-2012 Base Currency: ush
Tenure: 7.8 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $52,462.3 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 1,024.20 mil NAV: 47.81
Type: ETF Prem/Discount: -0.44
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H | Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index Morningstar Cat
B air d Aggregate Bon d IHSt a Gold Fookkkk BBgBarc US Agg  BBgBarc USAgg  US Fund Intermediate
(Us D) 02-19-2020 379 US Fund Intermediate Bond TR USD Bond TR USD Core Bond
Core Bond
Performance 06-30-2020 Investment Style
e BB BB BD BB BB e
y Returns 1stQtr 2ndQtr 3rd Qtr  4th Qtr Total % 88 89 94 97 98 % 98 97 97 97 94 @ Bond %
2018 -152 -024 007 141 -030 gg'(()k
2019 332 316 241 030 948 60k Growth of $10,000
2020 150 479 — — 636 == Baird Aggregate Bond Inst
40k 18,582
Trailing Returns T¥Yr 3Yr 5Yr  10Yr  Incept - Category Average
Lload-adjMthly 925 560 469 468 553 siees 20K 17,394
Std06-30-2020 925 — 469 468 553 s - Standard Index
TotalRetum 925 560 469 468 553 -escei® o 18240
+/- Std Index 051 028 039 085 —
+/- Cat Index 051 028 033 08 — ®
% Rank Cat 15 n 9 4 Performance Quartile
3 A . o R . g E E E E g E E E E E E (within category)
No. in Cat 420 379 330 248 o
009§ 200§ 20m 0021 013 w14 2005 2016| 2007 | 208! 20191 o820 History
) Subsidized Unsubsidized 10.23 | 10.52 | 10.65 | 10.89 | 10.41 | 10.81 | 10.61 | 10.70 | 10.87 | 1053 | 11.21 | 11.78 NAV/Price
7-day Yield ' - - 1088 | 834 7.85( 792 -125( 689 055| 352 420 -030| 948 | 6.36 Total Return %
30-day SEC Yield 06-30-20 1.7 000 495 179| 001| 370 077 | 03| 000 087 086 | 031 | 07| 022 +/- Standard Index
Performance Disclosure 495| 1.79| 001 | 370 077 | 093 | 000| 087 066 -031| 076 | 022 +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted retums, 62 31| 9] | 3| 8 22 37 EREEE 15 . % Rank Cat
derived from a weighted average of the three-, five-, and 10-year om 1. . RIS I : e S . PO e o
(if applicable] Morningstar metrics. 1123 | 1164 | 1195 | 1165 | 1079 | 1038 | 1042 | 985| 986 | 1019 | 430 | 427 No. of Funds in Cat
The perf data quoted rep past perfc and ‘
does not guarantee future results. The investment return and Partiolie wv‘k S3pTEn ¢ s o
principal valve of an investment will fluctuate; thus an investor's  Asset Allocation % Net%  long%  Short% sslr:zr: hg Am::: g?:;:f;ﬁcks 1575 Total Fixed-Income et Asse;:
shares, when sold or redeemed, may be worth more or less than Cash 4.90 4.80 0.00 032020 31% Turnover Ratio !
their original cost. US Stocks 0.00 000 000 1,253 mil  First American G t Obiigs U 62
Current performance may be lower or higher than return data Non-US Stocks 0.00 0.00 000 @® . m! "? merican Government Ubligs . 4
quoted herein. For performance data current to the most recent Bonds 9219 9219 000 © 1,140 m!I U"!ted States Treasury Notes 1.88% 433
month-end, please call 866-442-2473 or visit Other/Not Clsfd 2.90 2.90 000 @ 823 mil  United States Treasury Bonds 2.5% 375
www.bairdfunds.com. Total 10000 1 06_0’0 000 @ 752 mfl United States Treasury Bonds 2.88% 362
Feos and Expenses @® 305 mil  United States Treasury Bonds 2.88% 1.62
Equity Styl Portfolio Statisti Port Rel Rel - - : : : :
Sales Charges :::"::: :M oree ° Ac\'/g Indo Cat @® 240 mil - United States Treasury Notes 2% 0.97
Front-End Load % NA g P/ERatioTIM - - — @ 205 mil - United States Treasury Notes 2.13% 079
Deferred Load % NA K Z g :a:_“’ Em - T T % 155mil - Government National Mortgage Assoc 062
= atio —_ - — q ) )
Fund Expenses ¢ Geo Avg Mkt Cap - - _ ® :gg :I: Eegera: ﬂa:‘unf ' Mt;rtgigi,;ssomat gig
Management Fees % 0.25 £ $mil * ! Federal Flome -oan Banks T ’
12b1 Expense % NA  — Ev 95mil  Federal Home Loan Mortgage Corpora 0.38
Net Expense Ratio % 03 Fixed-income Style . ® 85mil Bank 2017-Bnk9 3.54% 035
) W M B Avg Eff Maturity 1.81 . X :
Gross Expense Ratio % 0.30 . Avg Eff Duration 60s © 89 mil Federal National Mortgage Assaciat 0.35
Risk and Return Profile ® AvgWid Coupon 349 83 mil FEDERAL HQME LN MTG CORP MULTICLAS 0.34
v 5V v g AvgWitd Price 11055 © 84 mil Federal National Mortgage Associat 0.34
379 funds 330 funds 248 funds 7 — -
Momingstar Rating“‘ Ik 5k 5% Sector We‘lnh‘lmgs Stocks % Rel Std Index
Morningstar Risk +Avg  4AVg  +AVD  Cradit Quality Broakdown 06-30-2020 Bng% ¢ Cyelical ) - -
Morningstar Return +Avg  High  High AaA 5390 B Basic Mater '3|§ — —
AA 4.40 Consumer Cyclical — —
s WA 1770 [ Financial Services — —
Standard Deviation 3.70 3.35 314 [ Real Estate o o
Mean 560 469 468 ggﬁ zm - Sonitve
Sharpe Ratio 104 104 128 4w - -
pe Ha B 0.00 B Communication Services — =
MPT Statistics Standard Index  BestFithdex  Below B 0.00 Y Energy — -
_ BBgBarcUS g 0.00 [ Industrials —_ —
Universal TR USD Technology _ .
Alpha 0.00 0.03 Regional Exposure Stocks % Rel Std Index
Beta 1.08 192 Americas _ __ = Defensive — —
R-Squared 90.95 9836 Greater Europe o __ B Consumer Defensive — —
12-Month Yield 253%  Greater Asia — — K Healthcare - -
Potential Cap Gains Exp 3.47% K3 Utilities — _
Operations
Family: Baird Ticker: BAGIX Purchase Constraints: —
Manager: Multiple ISIN: US0570718546 Incept: 09-29-2000
Tenure: 19.8 Years Minimum Initial Purchase: ~ $25,000 Type: MF
Objective: Income Min Auto investment Plan: ~ $25,000 Total Assets: $27,933.51 mil
Base Currency: usD Minimum IRA Purchase: $25,000
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= Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index Morningstar Cat
Metropo ' Ita n WGSt TOta l t:'_: Silver Kook k BBgBarc US Agg  BBgBarc US US Fund Intermediate
Return Bd | (USD) 12002019 534 US Fund Intermediate ~ Bond TRUSD  Universal TRUSD  Core-Plus Bond
Core-Plus Bond
. Investment Styl
(Berlane 8 0530 200 BB B ||| e e
uarterly Retums 1stQtr 2ndQtr 3rdQtr  4thQtr Total % 87 88 97 92 93 86 95 %0 87 95 96 97 Bond %
2018 -1.30 -0.039 004 153 0.16 éggk
2019 320 320 224 019 9.09 ook Growth of $10,000
2020 232 407 — — 648 == Metropolitan West Total
40k Return Bd |
Trailing Returns 1Yr 3vr S5Yr  10Yr  Incept 20,303
load-adjMthly 907 559 433 487 6.12 spsasgeem -+ 20} = (ategory Average
Std 06-30-2020 907 — 433 487 6.12 = . A —— . 1 8,19}
Total Return 907 559 433 487 6.12 o andard index
+/- Std Index 033 027 002 105 —
+/- Cat Index 119 044 -009 076 — %
% Rank Cat " 10 34 13 Performance Quartile
o i o S HESEEBEBEBEEBRSE /It
0. In Lat ) 5 009 | 2010 2011 Wz 23| 2004 | 215 | 2016 | 2017 | 2008 | 2019 | o020 History
) Subsidized Unsubsidized 9.90 | 10.37 | 10.37 | 10.89 | 10.55 | 10.90 | 10.62 | 10.53 | 10.66 | 10.39 10.93 | 11.52 NAV/Price
7-day Yield 07-24-20 1.38 1730 [ 1165 552 [ 1154 | 050 | 599 029 | 246| 343 | 016| 9.09| 648 Total Return %
30-day SEC Yield 06-30-20 143 28 nar| sn| 23| 733 252 | 002|026 | 019 | 011 | 05| 037 | 03s +/- Standard Index
Performance Disclosure 870 | 449 -188| 6.01| 185| 043 -014| -145| -066 | 041 -0.20 1.32 +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns, 39 7 70 | 7 1651 3 29 85 79| 0] s — 9% Rank Cat
derived from a weighted average of the three-, five-, and 10-year : SN EERSAIEE SEREEIE ETE e R o A e e
(if applicable) Morningstar metrics. 400 | 428 | 456 | 467 | 500 | 510 528 561 597 [ 617 613 615 No. of Funds in Cat
The perfc data quoted rep past perft and
does not guarantee future results. The investment return and Portiolio Analysis 06-30-2020 _
incipal value of an i will fluctuate; thus an investor's Asset Allocation % Net%  Llong%  Short % Share Chg  Share Holdings : ] Net Assets
mr Cash 296 298 001 Since Amount 1 Total Stocks , 1,992 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than as| - - . 05-2020 405% Tumnover Ratio
their original cost. US Stocks 0.00 0.00 0.00 3521 mil Federal National M Associ 431
Current performance may be lower or higher than return data Non-US Stocks 0.00 0.00 000 @ g m! .era ational Mortgage ssoc'it §
quoted herein. For performance data current to the most recent Bonds 9654  96.54 000 @ 3,663 m!l United States Treasury Notes 0.25% 429
month-end, please call 800-241-4671 or visit www.mwamllc.com. Other/Not Clsfd 0.50 0.50 000 % 2,405 mil  United States Treasury Notes 0.25% 282
Fees and Expenses Total 10000 10001 001 3*  1.669mil Federal National Mortgage Associat 2.05
Sales Charges @® 1,533 mil - United States Treasury Bonds 1.25% 173
Equity Styl Portfolio Statisti Por Rel  Rel . . e R
Front-End Load % NA Li"’ii LD e G 3% 1297 mil Federal National Mortgage Associat 1.60
Deferred Load % NA 5 P/E Ratio TTM T T ©  1.099mil United States Treasury Bonds 0.25% 1.45
— = PL Sa‘!" ”m T 7 3 1.112mil Federal National Mortgage Associat 1.36
h:" ”"'“: foss - g E/:, :v‘;’hﬂt B = — = 1,050 milUnited States Treasury Bills 0% 123
anagement rees - i - T = 946 mil United States Treasury Notes 0.25% 121
12b1 Expense % NA £ smi S Yombn st
Net Expense Ratio % 0.44 Fadineoma e e 760 mfl Unfted States Treasury Bonds 2% 1.02
Gross Expense Ratio % 04 T Avg Eff Maturity 759 ® 762 mfl United States Treasury Notes 0.12% 0.94
Risk and Return Profile + Avg Eff Duration 540 © 616 m!l Fe(?eral Home Loan Mortgage Corpara 0.78
e oot oy * Avg Wid Coupon 23 @ 659 mil  United States Treasury Notes 0.62% 0.77
534 funds 455 funds 333 funds £ AvgWtd Price 10489 3% 608 mil - Government National Mortgage Assoc 0.75
. s M =
Morn!ngstar Rgtmg ol Nio Ak Z Sector Weightings Stocks % Rei Std Index
Morningstar Risk -Avg Low -Avg )
. . - - - s Cyclical —_ -
Morningstar Return High Avg +Avg  Credit Quality Breakdown 06-30-2020 Bond % ) .
B Basic Materials - —
AAA 62.72 .
3vr S¥ro 0¥ B Consumer Cyclical — —_—
- AA 3.69
Standard Deviation 3.44 3.07 2.96 A 835 [EJ Financial Services — —
M 5.59 433 487 oo - : : — —
Sterpe Rato 112 103 142 588 togg [ feal st
s : : 8B 293w Sensitive - —
MPT Statistics Standardindex  BestFitndex 5 . 059 B Communication Services - —
BB%Ban: %as l;J\Sgg Below B 269 Y Energy — -
ond D .
N I d | = _
Alpha 0.14 014 R 0.00 g 'T"ec‘:f:;'li s - -
Beta 1.04 1.04  Regional Exposure Stocks % Rel Std Index ~ “ - = oY
R-Squared 96.72 96.72  Americas — __ = Defensive ' - —
12-Month Yield 2.22%  Greater Europe — - H ﬁon?::,mer Defensive - -
Potential Cap Gains Exp 085% Greater Asia — _ A 9}{ ! care — _
K3 Utilities — _
Operations
Family: Metropolitan West Funds Base Currency: usb Purchase Constraints: —
Manager: Multiple Ticker: MWTIX Incept: 03-31-2000
Tenure: 23.3 Years ISIN: US5929055094 Type: MF
Objective: Corporate Bond - General Minimum Initial Purchase: ~ $3 mil Total Assets: $87,314.11 mil
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- Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index ~ Morningstar Cat
TIAA CREF cor e Bond Ins" ;‘E Silver Kk Kk BBgBarc US Agg  BBgBarc US US Fund Intermediate
(Us D) 02-24-2020 534 US Fund Intermediate Bond TR USD Universal TRUSD  Core-Plus Bond

Core-Plus Bond
Putamane 53120 Lo [ OO (0 ()| O | O |G | e
QuarteyRetums 15t 0 3d0v shan Tol% w77 | a5 | w0 | w | s | w | w | s | w5 | o5 | s et income
2018 -1.28 -029 007 113 -0.38 1ggk
2019 344 312 228 023 935 gOk Srowth of $10,000
2020 091 565 — — 469 = TIAA-CREF Core Bond Instl
_ 40k 17,082
Trailing Returns 1 3y 5Yr  10Yr Incept wCategory Average
load-adjMthly ~ 7.33 498 452 430 523 20k 18,191
Std06-30-2020 733 — 452 430 523 PIDSN) AP S -~ Standard Index
TotalRetum  7.33 498 452 430 523 o 16240
+/- Std Index -1.41 034 021 048 —_
+-Catindex 056 -0.17 009 019 — “«
% Rank Cat 50 38 2 42 E E E E E E E E E E E E (Per:‘onnnnce (l)uanile
. . . [within catego
No.in Cat 601 534 455 33 ey
009 § 2010 § 2011 012 2013 2004 205( 2006 | 2017 | 2018 | 2019 os2 History
) Subsidized Unsubsidized 1013 [ 10.38 | 1050 | 10.70 | 10.25 | 10.52 | 10.20 | 10.24 | 10.39 | 10.03 10.65 | 11.00 NAV/Price
7-day Yield - . BAT| 69| 673 734)-109| 584 | 072| 421 | 447 | 038 | 935| 469  TotalRewm%
30-day SEC Yield 07-23-20 1.86 316 ose| oaz| -1 | 313| 09| 01z 017 | 157 | 093] 039 | 0sa] -145 +/- Standard Index
Performance Disclosure 213 ( -020 | -067 | 181 | 026 | 029 029 | 030 038 | -0.12 0.06 | -0.48 +/- Category Index
oot atng i tased oniskadustedrons. g | 7g| 35| s | wm| n| m| 4| | @] —  wneon
erived from a weighted average of the three-, five-, and 10-yea RS IS ° Bodl B B oot SN N N :
(if applicable) Morningstar metrics. 400 | 428 | 456 | 467 | 500 510 | 528 | 561 597 | 617 | 613 615 No. of Funds in Cat
The perf data quoted rep past perft and Anial i
does not guarantee future results. The investment return and Partiolio is 05:31-2020 "
incipal value of an will i - thus an investor's Assot Allocation % Net%  Long%  Short% Share Chg  Share Holdings : ) Net Assets
mor since Amount 1 Total Stocks , 1,749 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than Cash 9.96 9.96 0.00 .
o ‘ 04-2020 133% Turnover Ratio
their original cost. US Stocks 0.00 0.00 0.00 . . .
Current performance may be lower or higher than return data Non-US Stocks 0.00 0.00 000 3% 137 mfl F e«?eral National Mortgage Associat 207
quoted herein. For performance data current to the most recent Bonds 9446  94.46 0.00 60 mil - United States Treasury Bonds 3.5% 122
month-end, please call 877-518-9161 or visit www.tiaa.org. Other/Not Cisfd 4.42 162 6.03 3% 75mil  Federal National Mortgage Associat 112
Fees and Expenses .T.otéi. o ! ) 10000 106.03 6.03 55 mfl United States Treasury Bonds 3% 1.09
Sales Charges p— P — R e 47 mil - United States Treasury Bonds 3.38% 0.99
ity Style ortfolio s o el Rel - [
Front-End Load % NA vm'ym o ] Avg Index Cat 3% 64 mil  Federal National Mortgage Associat 0.98
Deferred Load % NA g P/EFatioTIM - T T % 68 mil  United States Treasury Notes 0.25% 0.97
—" ° ::/g 2“{“ ]T_m 07 — - 51 mil United States Treasury Bonds 2.75% 0.96
I\'Am penses Fees % 028 g G{a ) Aavakt Ca 3%; — — e 50 mil - Federal National Mortgage Associat 0.76
1 2?3:63:;)2:.2; " A & S % 46mil Federal Home Loan Banks 4% 073
Net Expense Ratio % 0.30 P~ ' P 41 mil Federa! National Mortgage Associat 0.63
Gross Expense Ratio % 030 ixed-income Style g Eff Maturity 166 © 31'mil Federai Home Loan Mortgage Corpora 0.48
.. i | 32mil Citigroup Inc. 2.67% 0.47
Risk and Return Profile ‘ = Avg Eff Duration 5.57 . - :
s mil  Chase Issuance Trust 1.53% !
v e oy b Avg Wtd Coupon 345 30 ‘l Chase | . Trust 1.53% ) 0.44
534 funds 455 funds 333 funds g  AvgWtd Price 10695 © 27 mil - Federal National Mortgage Associat 0.42
. M ? —_
Momfngsm[ R?tmg 3x ol 3% I 2 Sector Weightings Stocks % Rel Std Index
Morningstar Risk Avg Avg Avg X
. - . Ny Cyclical 0.0 —
Morningstar Return Avg +Avg Avg  Credit Quality Breakdown 03-31-2020 Bond % X .
AMA 4319 BN Basic Materials 0.0 —
3¥r SYe 0w g53 L&) Consumer Cyclical 0.0 —
Standard Deviation 420 3.69 3.32 A 1692 B3 Financial Services 0.0 _
Mean 498 452 430 888 2504 K Real Estate 0.0 —
Sharpe Ratio 0.78 091 1.1 BB 251 o Sensitive 1000 _
MPT Statistics Standard Index Best Fit Index B 183 ! Communication Services 0.0 -
BBgBarc US Cregit Below B 043 Y Energy 100.0 —
TRUSD .
Alpha 052 029 MR 195 'T"e‘i“‘f:;’;'s gg -
Beta 1.07 0.67  Regional Exposure Stocks % Rel Std Index . . e 8
R-Squared £8.53 9503 Americas 1000 — 2 Defensive 0.0 -
12-Month Yield 2.64%  Greater Europe 0.0 _ H Con;sumer Defensive 0.0 _
Potential Cap Gains Exp 1.06%  Greater Asia 0.0 - B He.a‘ t.hcare 0.0 -
K2 Utilities 0.0 —
Operations
Family: TIAA Investments Base Currency: usD Purchase Constraints: —
Manager: Multiple Ticker: TIBDX Incept: 07-01-1999
Tenure: 16.6 Years ISIN: US87244W6075 Type: MF
Objective: Income Minimum Initial Purchase: ~ $2 mil Total Assets: $7,329.87 mil
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H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index Morningstar Cat
B ran dle ne G Lo BAI‘ G I 0 ha I £3 Silver FAKK BBgBarc US Agg  BBgBarc Global  US Fund World Bond
Opp Bond | (USD) 10-18-2019 187USFundWorldBond ~ Bond TRUSD  Aggregate TR USD
Performance 05-30-20720 ! Investment Style
! . B | HE (EN DGR |50 (6N | ER |00 | 0E |50 | BN =rriein
uarterly Returns IstQtr 2ndQtr 3rd Qtr  4th Qtr Total % 88 92 85 76 83 90 98 92 95 67 56 39 Bond %
2018 394 -679 -0.88 -1.07 -4.99 ég;?k
2019 293 359 -179 422 914 Sgox Crowthof $10.000
2020 -11.36 1076 — — 183 === BrandywineGLOBAL Giobal
40k Opp Bond |
Trailing Returns 1Yr 3yr S5Yr  10Yr  Incept 18,681
load-adjMthly 048 144 272 406 592 RESTDO RGP 20k~ Category Average
D ey et
§td06-30-2020 048 — 272 406 592 N s B it 15015
TotalRetum 048 144 272 406 5% : o vandard index
+/- Std Index -826 -388 -158 0.24 —_
#-Catindex 375 235 084 125 — i
% Rank Cat 65 70 49 6 Performance Quartil
Nn inC - 12 E g E E E g E E g E E E (within category) ¢
0. Intat 210187 / 09| 2010) 201 | 22| am3| 2004 | 2015 2016 | 2017 | 2008 | 2018 | gs20 Histary
) Subsidized Unsubsidized 1012 | 10.60 | 10.85 | 11.71 [ 10.79 | 10.92 | 9.75 | 10.04 | 10.80 | 9.89 10.63 | 10.40 NAV/Price
7-day Yield 0?-24-20 0.00 - 2096 | 13.03 | 7.79 (1316 | 4.04 | 613 | -863 | 491 | 1272 | -a99 914 | -1.83 Total Return %
30-day SEC Yield 06-30-20 295 295 1503 | 649 | 005 | 895 | 202 | 06 | -918 | 227 | 918 | 500| 042 | 797 +/- Standard Index
Performance Disclosure 1403 | 749 | 215 | 884 | -145 | 554 | 547 | 283 | 533 -379 | 230 | -481 +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted retuns, _ 51 8 10 il 13l 92 33 ol ol 16 — g Rank Cat
derived from a weighted average of the three-, five-, and 10-year : I BN - IS I o N R S o
(if applicable) Morningstar metrics. — | 270 297 | 35| 365| 385 357 | 339| 303| 310 210 | 215 No. of Funds in Cat
The perf data quoted represents past performance and Portt 06-30-
does not guarantee future resuits. The investment return and e Afm“k 208 Share Ch Share Holdings oy
principal velue of an i will fl - thus an investor’s ~ Asset Allocation % Net%  long%  Short%  ShareChg are  Holdings : ) et 539:5
Cash 493 13518 1305 Since Amount 0 Total Stocks , 225 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than 3 08-2020 103% Tumover Ratio
their oiginal cost US Stacks 070 070000 229 milUnited States Treasury Notes 0.26% 1069
Current performance may be iower or higher than return data Non-US Stocks 0.00 0.00 000 3% ! United States [reasury Notes 0.26% :
quoted herein. For performance data current to the most recent Bonds 8983 8983 000 © 102 m!I J PMf" gan QS Goverrnmem MMkt Instl 477
month-end, please call 877-721-1926 or visit QOther/Not Clsfd 454 454 000 © 1,451 mil - Mexico (United Mexican States) 7.7 322
www.loggmason.com. Too 10000 23025 13025 ©  1.157mil Mexico (United Mexican States) 8.5% 279
Feus and Expenses <) 208,002 Republic of Colombia 6% 2.83
Equity Style Portfolio Statistics Port  Rel  Rel e mi R [T, .
Salos Charges e B G _ Aug Index Cat o 4093 mil Mexico (United Mexican States) 8.5% 263
Frant-End Load % NA g ERatoTIM o — o~ — 722,700 Indonesia (Republic of) 9% 262
Deferred Load % NA ® P/CRatioTTM - - — mi
= P/BRatio TTM - - - @9 55mil - Goldman Sachs Group, Inc. 1.11% 2.54
Fund Expenses ¢ Geo Avg Mkt Cap - - — O 42 mil - Bank of America Corporation 4.08% 2.49
Management Fees % 0.50 £ $mil 52 mil - Ford Motor Credit Company LLC 2.18% 234
;213‘1;)([18"89 ./‘o o 0 Fixod-Incom Style ) 85mil  Australia (Commonwealth of) 5.75% 2.33
G" :9““ ‘n"’f , 0.68 . Avg Eff Maturity 1429 3¢ 43 mil  Spain (Kingdom of) 1% 2.10
r.oss xpense Ratio % . l z  AvgEif Duration 836 o 42 mil  Bank of Montreal 0.76% 1.93
Risk and Return Profile . 2"9 \\;va Coupon 4 g 186 mil Brazil (Federative Republic) 10% 181
sy aow M " AvoWid Price T ©  829mil Republic of South Africa 8.75% 1.76
187 funds 171 funds 114 funds I lg
Morningstar Rating™ 2% 3k bk Sector Weightings Stocks % Rel Std Index
Morningstar Risk High  High  +AVQ  Credit Quality Breakdown 05302020 Bond% My Cyclical — _
Morningstar Return -Avg Avg  High AaA 1954 ER Basic Materials _ _
3V 5Yr 0¥ :A zggg B Consumer Cyclical — —
Standard Deviation 9.45 8.99 788 . : B3 Financial Services — —
Mean 144 272 406 ggB ?‘3‘32 [ Real Estate — —
Sharpe Ratio 0.02 0.21 0.47 B 0'7 4 Vv Sensitive — —
- - " B Communication Services — —
MPT Statistics Standard index BestFitindex  Below B 0.00 £
JPN GB-EM Global g 007 K Energy — -
Diversified TR USD [ Industrials — —
Alpha -2.36 0.06 Regional Exposure Stocks % Rel Std Index Technology — e
Beta 0.72 073 Americas — —  — Defensive — -
R-Squared 6.05 8552 Greater Europe — — i
P! B Consumer Defensive — —
12-Month Yield 0.63%  Greater Asia — = [EJ Healthcare _ _
Potential Cap Gains Exp -6.81% K3 utilities _ _
Operations
Family: Legg Mason Ticker: GOBIX Purchase Constraints: A
Manager: Multiple ISIN: US5246863345 Incept: 03-19-2009
Tenure: 13.7 Years Minimum Initial Purchase: ~ $1 mil Type: MF
Objective: Worldwide Bond Min Auto Investment Plan: ~ $1 mil Total Assets: $2,205.38 mil
Base Currency: usp Minimum IRA Purchase: $1 mil
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Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index ~ Momningstar Cat
PIMCO Income Ins“ (Us D) *okkkok BBgBarc US Agg  BBgBarc US US Fund Multisector
0 ]
05-20-2020 283 US Fund Multisector Bond TR USD Universal TRUSD  Bond
Bond
Investment Styl
i B E B E S e S P o swle
Quarterly Returns 1stQtr 2ndQtr  3rdQtr  4th Qtr Total % 91 84 94 88 87 72 69 73 68 72 65 65 Bond %
2018 -0.27 -044 056 074 058 éggk
2019 303 240 011 253 805 gk Srowthof $10.000
2020 -766 6.48 — — .188 =a PIMCO Income Inst!
40k 27,140
Trailing Returns 1Yr 3vr S5Yr  10Yr  Incept - - Category Average
load-adjMthly ~ 069 332 469 751 778 ; “+’ yaeseeoe 20k 19,879
Std06-30-2020 069 — 469 751 778 - A - Standard Index
TotalRetun 069 332 469 751 778 -wMEifeo o 16240
+/- Std Index -8.05 -201 039 369 —
+-Catlndex ~ -7.18 -184 027 340 — p
% Rank Cat 56 34 6 1 Performance Quartile
.N. R C U 3 ) Zgbj 2% 128 E E 5 E E E g E E g E E (within calegovy)‘l
o.In Lat 009 ) 20104 201§ 20121 213 2004 | 2015 | 2006 | 2m7 | 208 | 2018 06-20 History
' Subsidized - Unsubsidized 9,84 | 11.04 | 10.85 | 12.36 | 12.26 | 12.33 | 1173 | 1206 | 1241 | 1181 | 12.04 | 1150 NAVPrice
7-day Yield ) - - 19.21 [ 2046 | 6.37 (2217 | 480 | 7.8 | 264 | 872 860 | 058 | 8.05 -1.68 Total Return %
30-day SEC Yield 06-30-20 298 298 1328 | 1392 | 147 | 1795 | 683 | 122 209 | 607 | 506| 057 | 067 | 782 +/- Standard Index
Performance Disclosure 10.80 | 1329 | -1.03 | 1664 | 6.15| 162 | 221 | 481 | 451 | 084 | -1.24 -6.85 +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns, ~~ 8| 1 6 11 1 6 3 e 10 18] 78 — " % Rank Cat
derived from a weighted average of the three-, five-, and 10-year BN R AR . ASTIL RRSAATIE: REKETIES REErey S 1 : Tt
(if applicable) Morningstar metrics. 242 268 | 250 | 283 38| 276 | 304 | 299| 321 326 | 302 336 No. of Funds in Cat
The perfc data quoted represents past perfc and s
does not guarantee future results. The investment return and Fartiond mk ek Chy  Share Holdings: As
principal vale of an i will i ; thus an investor's Rsset Allocation % ol L ek ssil:lac:ae ’ Amo::: 1;?::;53':0«:% 6,877 Total Fixed-Income, o SE;Z
shares, when sold or redeemed, may be worth more or fess than ~ Cash -26.23 11555 141.78 122019 421% Tumover Ratio '
Hige gl cost US Stocks 040 04b 000 11,200 il Federal National Mortgage Associat 1028
Current performance may be lower or higher than return data Non-US Stocks 0.18 0.18 000 3% g . e 9ag . :
quoted herein. For performance data current to the most recent Bonds 12068 22558 10491 & 8458 mii Federal National Mortgage Assoc!at 5.84
month-end, please call 888-877-4626 or visit www.pimco.com. Other/Not Clsfd 497 497 000 3  5224mil Federal National Mortgage Associat -4.88
Fees and Expenses .T’otavlv S 100.00 346.68 21668 %€ 3,908 mfl Federal Nat'ional Mortgage Assocfat -3.65
Saios Charges o bl = ¥ 3,790 mil - Federal Nationa! Mortgage Assaciat 343
0l
Front-End Load % NA ‘ZMWM sows Avg Index Cat @ 3,818 mil  CSMC TRUST 3.36% 2.98
Deferred Load % NA 5 P/E Hatio ™ - - — @ 2,042 mil  CSMC TRUST 4.29% 1.74
—— - ®  P/CRatio TIM — T T ©  2160mil CSMCTRUST3.43% 170
MRS SKpA RS e 0 = g z/e E:)Tvtlol\l—lztkga 325 : Og 2% 1,782 mil - Federal National Mortgage Associat 1.63
Management Faes % ’ rl £ $mil ! ’ ’ @ 1,589 mil United States Treasury Notes 0.25% 1.45
12b1 Expense % NA e e L L T
Net Expense Ratio % 1.05 T —— ) 1,358 m!l Federal National Nlortgage Associat 1.28
Gross Expense Ratio % 1.05 e Avg Eff Maturity a5 © 1,524 mfl CSMC TRUST 3.66% . 1.28
Risk and Retarn Profils = AvgEff Duration 07 © :,801 ml: gSMsC TRUST 2017 3.17% 1.20
- - o ® Avg Wtd Coupon 327 3% a1 mi HESTER APLC 1.31% 1.20
283 funds 235 funds 128 funds §  AvgWid Price 9971 © 1,391 mil  LEGACY MORTGAGE ASSET TRUST 4.2% 1.19
: O _
Mom!ngswr R.atlng ol Sk Sk 2 Sector Weightings Stocks % Rel Std Index
Morningstar Risk -Avg -Avg -Avg a Cyclical 094
Morningstar Return Avg  High  High Credit Quality Breakdown — Bond % Byc, Material 0' 0 -
AAA Bl BasicMa erials . —
3Yr 5vr 1oy AA o Consumer Cyclical 15.2 —
Standard Deviation 5.52 454 435 A — B3 Financial Services 38.0 —
Mean 332 469 751 888 I Real Estate 36.2 _
Sharpe Ratio 0.32 0.78 1.54 BB '\ Sensitive 104 _
MPT Statistics Standard Index BestFithdex D — Bl Communication Services 10.1 -
JPMEMBI Global  Bglow B — Y Energy 0.0 —
Diversified TR USD NR o E Industrials 0.0 -
Alpha 0.25 0.55 : Technology 00 .
Beta 0.42 0.49  Regional Exposure Stocks % Rel Std Index " B
R-Squared 6.13 8649  Americas £9.8 — — Defensive ' 05 —
12-Month Yield §09% Greater Europe 02 — = ff"?;"‘er Defensive gg -
Potential Cap Gains Exp 1010%  Greater Asia 00 - g eaticare o -
Operations
Family: PIMCO Base Currency: usD Purchase Constraints: A
Manager: Multiple Ticker: PIMIX Incept: 03-30-2007
Tenure: 13.3 Years ISIN: US72201F4900 Type: MF
Objective: Multisector Bond Minimum Initial Purchase: ~ $1 mil Total Assets: $120,413.71 mil
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FPA Crescent (USD)

Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category index ~ Morningstar Cat

&3 Gold *k Morningstar Mod - Morningstar Mod  US Fund Allocation—-
04-06-2020 636 US Fund Allocation-50% TgtRisk TRUSD ~ TgtRisk TRUSD  50% to 70% Equity
t0 70% Equity
Investment Style
Patrsan 53020 | O O | O | D | O |6 | O |2 |fE | EB (g e
uarterly Returns IstQtr 2ndQtr 3rdQtr  4thQtr Total % 40 50 58 59 50 53 53 56 50 67 50 70 Stocks %
2018 098 032 415 -1052 -7.43 ;ggk
2019 1080 333 -0.81 569 20.02 60k Growth of $10,000
2020 -20.51 15.00 — — -8.59 = FPA Crescent
40k 25,735
Trailing Returns 1Yr 3vr 5Yr  10Yr  Incept s -~ Category Average
Load-adjMthly ~ -418 212 390 741 944 ———r— 20k 24,391
Std06-30-2020 418 — 390 741 944 .t - Standard Index
TotalRetun 418 212 390 741 944 o o 25015
+/- Std Index -788 377 -210 -0.36 —
+/- Cat Index -788 377 -210 036 — *
% Rank Cat 89 86 79 66 Performance Quartile
§ AP IaMMATLLLEE e . E E g E E E E E E E E E (within category)
No. in Cat 684 636 558 412 )
009 § 2010 ] 20m WZ| 213} 200} 2005 26| 2007 | 2018 2018 0820 History
) Subsidized Unsubsidized 2482 12679 | 26.78 | 29.29 | 32.96 | 33.74 | 31.06 | 32.61 | 34.69 | 29.53 | 33.83 | 29.99 NAV/Price
7-day Yield - T 28371204 | 302 (1033|2195 664 | 206 | 10.25 [ 1039 | -7.43 | 2002 | -850 Total Return %
30-day SEC Yield - 660|030 243 -172| 764 175|027 | 168 | -427 | -267 | 099 | 524 +/- Standard Index
Performance Disclosure 6.60 | -030 | 243 | -172| 764 | 175 027 | 168 | -427 | -267 | 039 -6.24 +/- Category index
The Overall Morningstar Rating is based on risk-adjusted returns, 23 gl “13 ] 91 6| 3 66 13 86 ’ %1 10 . 9% Rank Cat
derived from a weighted average of the three-, five-, and 10-year - : ES RS - : : B . T
(if applicable) Moringstar metrics 77| 1074 | 963 | 936 | 877 | 86| 940 | 810| 810| 775 697 | 6% No. of Funds in Cat
The perfc data quoted rep past perfc and
does not guarantee future results. The investment return and Portielie Anatysis 06-30-2020 -
incipal value of an i will fl thus an investor's ~ Asset Allacation % Net%  Long%  Short % Share Chg  Share Holdings : ) Net Assets
- Cash 19.56 19.56 0.00 Since Amount 118 Total Stocks , 63 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than 03-2020 23% Turnover Ratio
their original cost. US Stocks 4784 4926 132 8 mil Corp Class A
Current performance may be lower or higher than return data Non-US Stocks 2189 2274 084 © mil - Comeast Corp Class 330
quoted herein. For performance data current to the most recent Bonds 7.84 8.86 .02 © 578,635 Broadcom Inc 3.09
month-end, please call 800-982-4372 or visit www.fpafunds.com.  Other/Not Clsfd 277 277 000 © 10mil - American International Group Inc 3.05
Fees and Expenses Total 10000 10319 319 © 201,028 Alphabetinc A 285
xSl Equity Style Potalo s Tor o O Aol Devesie 2%
Front-End Load % NA . Avg index Cat @ 1'mil Facebook Inc A 258
Deferred Load % NA g [/ERatioTIM 156 089 078 o 6 mil LafargeHolcim Ltd 2.54
— L ® :j;g ga:_"’ TrTrm ?g 322 gg? © 176922 Alphabet Inc Class C 250
'und Ixpenses z atio . . K i :
s y e 486,346  Charter Communications Inc A 248
Management Fees % 1.00 g Geo Avg Mkt Cap 45649 1.24 0.59 3 mi .
" mil  TE Connectivity Ltd 245
12b1 Expense % NA £ Smil © hoDhemedmvta
Net Expense Ratio % 1.05 Y wo—— 3 mfl Groupg Brgxelle§ Lambert SA 2.37
Gross Expense Ratio % 17 Avg Eff Maturity _ 15 m!l Jefferies Financial Group inc 235
Risk and Return Profile & AvgEff Duration - © ; "‘f: E‘.‘:.s"e's LI’d Class N ;;g
3ve - oV . Avg Wid Cqupon _ mi l.lgroup nc .
636 funds 558 funds 412 funds £ Avg Wid Price — © 944,218 Microsoft Corp 1.92
. A TM I
Morn!ngstar Rétlng ?* Z* ?* H Sector Weightings Stocks % Rel Std Index
Morningstar Risk High  High  High A Cyclical 388 1.06
Morningstar Return -Av -Av Avg  cCredit Quality Breakdown — Bond % ; ) ) §
orningstar Retu 9 9 9 A’;A“ 2[ity Breakdown o"_ B Basic Materials 8.9 1.89
3vr 5Yr 10V aA __ B Consumer Cyclical 6.9 0.70
Standard Deviation 1485 1263 1054 — B Financial Services 230 1.54
Mean 212 3.90 74 B8 [ Real Estate 0.0 0.00
Sharpe Ratio 0.10 0.28 0.67 BB e Sensitive 592 158
MPT Statistics Standard Index Best Fit Index B - ! Communication Services 289 3.95
~ Momingstar  Bejow B — B Energy 23 0.57
Letine Mod 2055 NR — [ Industrials 9.0 0.81
Alpha -4.82 -2.43 Regional Exposure Stocks % Rel Std Index TeCth!OQy s 127
Beta 1.40 0.91 Americas 68.1 111 — Defensive . 20 0.08
R-Squared 90.61 9237 Greater Europe 198 110 & Consumer Defensive 0.0 0.00
12-Month Yield —  Greater Asia 121 0se [ Healthcare 16 0.12
Potential Cap Gains Exp 20.25% ) K2 utiiities 04 012
Operations
Family: FPA Ticker: FPACX Purchase Constraints: —
Manager: Multiple ISIN: US30254T7596 Incept: 06-02-1993
Tenure: 27.1 Years Minimum Initial Purchase: ~ $1,500 Type: MF
Objective: Growth Min Auto Investment Plan: ~ $100 Total Assets: $10,007.32 mil
Base Currency: usD Minimum IRA Purchase: $100
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Mutual Fund Detail Report
Disclosure Statement

The Mutual Fund Detaii Report is to be used as supplemental sales literature,
and therefore must be preceded or accompanied by the fund's current
prospectus and a disclosure statement. Please read the prospectus carefully. In
all cases, this disclosure statement should accompany the Mutual Fund Detail
Report. Momingstar is not itself a FINRA-member firm. Portfolio information is
based on the most recent information available to Morningstar.

Pre-inception Returns

The analysis in this report may be based, in part, on adjusted historical returns
for periods prior to the fund's actuai inception. These calculated returns reflect
the historicai performance of the oldest share class of the fund, adjusted to
reflect the fees and expenses of this share class. These fees and expenses are
referenced in the report's Performance section.

When pre-inception data is presented in the report, the header at the
top of the report will indicate this. In addition, the pre-inception data
included in the report will appear in italics.

While the inclusion of pre-inception data provides valuable insight into the
probable long-term behavior of newer share classes of a fund, investors should
be aware that an adjusted historical return can only provide an approximation of
that behavior. For example, the fee structures of a retail share class will vary
from that of an institutional share class, as retail shares tend to have higher
operating expenses and sales charges. These adjusted historicai returns are not
actual retums. Calculation methodologies utilized by Morningstar may differ
from those applied by other entities, including the fund itself.

Performance

The performance data given represents past performance and should not be
considered indicative of future results. Principal value and investment return will
fluctuate, so that an investor's shares, when redeemed, may be worth more or
less than the original investment. Fund portfolio statistics change over time. The
fund is not FDIC-insured, may lose value and is not guaranteed by a bank or
other financial institution.

Total Return and Quarterly Return reflects performance without adjusting for
sales charges or the effects of taxation, but is adjusted to reflect all actual
ongoing fund expenses and assumes reinvestment of dividends and capital
gains. If adjusted for sales charges and the effects of taxation, the performance
quoted would be reduced.

Standardized Return is reflected as of the quarter-end. It depicts performance
without adjusting for the effects of taxation, but is adjusted for sales charges
and ali ongoing fund expenses, and assumes reinvestment of dividends and
capital gains. If adjusted for the effects of taxation, the performance quoted
would be reduced. The sales charge used in the calculation was obtained from
the fund's most recent prospectus and/or shareholder report available to
Morningstar. Standardized Returns never include pre-inception history.

Load-Adjusted Monthly Return is calculated applying the same methodology as
Standardized Returns, except that it represents return through month-end. As
with Standardized Returns, it reflects the impact of sales charges and ongoing
fund expenses, but not taxation. If adjusted for the effects of taxation, the
performance quoted would be significantly reduced.

Morningstar % Rank within Morningstar Category does not account for a fund's

sales charge (if applicable). Rankings will not be provided for periods less than
one year.

Growth of 10,000

This graph compares the growth of an investment of 10,000 {in the base
currency of the fund) with that of an index and with that of the average for all
funds in its Morningstar category. The total returns are not adjusted to reflect
sales charges or the effects of taxation, but are adjusted to reflect actual
ongoing fund expenses, and assume reinvestment of dividends and capital
gains. If adjusted, sales charges would reduce the performance quoted. The
index is an unmanaged portfolio of specified securities and cannot be invested
in directly. The index and the category average do not reflect any initial or
ongoing expenses. A fund's portfoiio may differ significantly from the securities
in the index. The index is chosen by Morningstar.

if pre-inception data is included in the analysis, it will be graphed.

Morningstar Analyst Rating

The Momningstar Analyst Rating is not a credit or risk rating. It is a subjective
evaluation performed by the mutual fund analysts of Momingstar, Inc.
Moringstar evaluates funds based on five key pillars, which are process,
performance, people, parent, and price. Morningstar's analysts use this five
pillar evaluation to identify funds they believe are more likely to outperform over
the long term on a risk-adjusted basis. Analysts consider quantitative and
qualitaiive factors in their research, and the weighting of each pillar may vary.
The Analyst Rating ultimately reflects the analyst’s overall assessment and is
overseen by Merningstar's Analyst Rating Committee. The approach serves not
as a formula but as a framework to ensure consistency across Morningstar's
global coverage universe.

The Analyst Rating scale ranges from Gold to Negative, with Gold being the
highest rating and Negative being the Jowest rating. A fund with a Gold rating
distinguishes itself across the five pillars and has gamered the analysts' highest
level of conviction, A fund with a Silver rating has notable advantages across
several, but perhaps not all, of the five pillars-strengths that give the analysts a
high level of conviction. A Bronze-rated fund has advantages that outweigh the
disadvantages across the five pillars, with sufficient level of analyst conviction
to warrant a positive rating. A fund with a Neutral rating isn't seriously flawed
across the five piliars, nor does it distinguish itself very positively. A Negative
rated fund is flawed in at least one if not more pillars and is considered an
inferior offering to its peers. Analyst Ratings are reevaluated at least every 14
months.

For more detailed information about Morningstar's Analyst Rating, including its
methodology, please go to http://corporate.morningstar.com/us/documents/
MethodologyDocuments/AnaIystHatingforFundsMethodology.pdf.

The Morningstar Analyst Rating should not be used as the sole basis in
evaluating a mutual fund. Morningstar Analyst Ratings are based on
Morningstar's current expectations about future events; therefore, in no
way does Morningstar represent ratings as a guarantee nor should they
be viewed by an investor as such. Morningstar Analyst Ratings involve
unknown risks and uncertainties which may cause Morningstar's
expectations not to occur or to differ significantly from what we
expected.

Risk and Return

The Momingstar Rating is calculated for funds with at least a three-year history.
It is calculated based on a Morningstar Risk-Adjusted Return measure that
accounts for variation in a fund's monthly performance, placing more emphasis
on downward variations and rewarding consistent performance. The top 10% of
funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next
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35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% recaive
1 star. The Overall Morningstar Rating for a mutual fund is derived from a
weighted average of the performance figures associated with its three-, five-
and 10-year (if applicable) Morningstar Rating metrics.

Please note that some Morningstar proprietary calculations, including the
Morningstar Rating, may be calculated based on adjusted historical returns (pre-
inception retums). If the extended performance rating is in effect, the "stars" are
represented as unshaded stars. For each mutual fund with at least a three-year
history, Morningstar calculates a Morningstar Rating based on a Morningstar
Risk-Adjusted Return measure that accounts for variation in a fund's adjusted
monthly performance, placing more emphasis on downward variations and
rewarding consistent performance. The top 10% of funds in each category
receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the
next 22.5% receive 2 stars and the bottom 10% receive 1 star. This investment's
independent Morningstar Rating metric is then compared against the open-end
mutual fund universe's actual performance breakpoints to determine its
extended performance rating. The Overall Morningstar Rating for a mutual fund
is derived from a weighted average of the actual performance figures
associated with its three-, five- and 10-year (if applicable) Morningstar Rating
metrics.

Morningstar Return rates a mutual fund's performance relative to ather funds in
its Morningstar Category. It is an assessment of a fund's excess return over a
risk-free rate (the return of the 90-day Treasury Bili), after adjusting for all
applicable loads and sales charges, in comparison with the mutual funds in its
Morningstar Category. In each Morningstar Category, the top 10% of funds earn
a High Morningstar Return (HIGH), the next 22.5% Above Average (+AVG), the
middle 35% Average (AVG), the next 22.5% Below Average (-AVG), and the
bottom 10% Low (LOW). Morningstar Return is measured for up to three time
periods (three-, five-, and 10 years). These separate measures are then
weighted and averaged to produce an overall measure for the mutual fund.
Funds with less than three years of performance history are not rated.

Morningstar Risk evaluates a mutual fund's downside volatility relative to that
of other funds in its Morningstar Category. It is an assessment of the variations
in a fund's monthly returns, with an emphasis on downside variations, in
comparison with the mutual funds in its Morningstar Category. In each
Morningstar Category, the 10% of funds with the lowest measured risk are
described as Low Risk (LOW), the next 22.5% Below Average (-AVG), the middle
35% Average (AVG), the next 22.5% Above Average (+AVG), and the top 10%
High (HIGH). Morningstar Risk is measured for up to three time periods (three-,
five-, and 10 years). These separate measures are then weighted and averaged
to produce an overall measure for the mutual fund. Funds with less than three
years of performance history are not rated.

If pre-inception returns are included in this analysis, the risk and return
profile data calculated on the basis of these returns will appear in
italics.

Risk Measures

The risk measures below are calculated for funds with at least a three-year
history.

Standard deviation is a statistical measure of the volatility of the fund's returns.

Mean represents the annualized geometric return for the period shown.

The Sharpe ratio uses standard deviation and excess return to determine reward
per unit of risk.

Alpha measures the difference between a fund's actual returns and its expected

performance, given its level of risk (as measured by beta). Aipha is often seen as
ameasure of the value added or subtracted by a portfolio manager.

Beta is a measure of a fund's sensitivity to market movements. A portfolio with
a beta greater than 11is more volatile than the market, and a portfolio with a
beta less than 1 is less volatile than the market.

R-squared reflects the percentage of a fund's mavements that is explained by
movements in its benchmark index, showing the degree of correlation between
the fund and the benchmark. This figure is also helpful in assessing how likely it
is that alpha and beta are statistically significant.

Best Fit index: Alpha, beta, and R-squared statistics are presented for a broad
market index and a "Best Fit” index. The Best Fit index identified in this report
was determined by Morningstar by calculating R-squared for the fund against
approximately 100 indexes tracked by Morningstar. The index representing the
highest R-squared is identified as the Best Fit index. The Best Fit index may not
be the fund's benchmark, nor does it necessarily contain the types of securities
that may be held by the fund.

Risk measures calculated using pre-inception data, if included in the
analysis, will be presented in italics.

Asset Allocation

The weighting of the portfolio in various asset classes, including "Other” is
shown in the table. "Other" includes security types that are not neatly classified
in the other asset classes, such as convertible bonds and preferred stocks.

In the table, allocation to the classes is shown for long positions, short
positions, and net {long positions net of short) pasitions. These statistics
summarize what the managers are buying and how they are positioning the
portfolio. When short positions are captured in these portfolio statistics,
investors get a more robust description of the funds' exposure and risk.

Most managed product portfolios hold fairly conventional securities, such as
long positions in stocks and bonds. Other portfolios use other investment
strategies or securities, such as short positions or derivatives, to reduce
transaction costs, enhance returns, or reduce risk. Some of these securities and
strategies behave like conventional securities, while others have unique return
and risk characteristics.

Most portfolios take long positions in securities. Long positions involve buying
the security outright and then selling it later, with the hope that the security
price rises over time. In contrast, short positions are taken to benefit from
anticipated price declines. In this type of transaction, the investor borrows the
security from another investor, sells it and receives cash, and then is obligated
to buy it back at some point in the future. If the price falls after the short sale,
the investor will have sold high and can now buy fow to close the short position
and lock in a profit. However, if the price of the security increases after the
short sale, the investor will experience losses by buying it at a higher price than
the sale price.

The strategy of seiling securities short is prevalent in specialized portfolios,
such as long-short, market-neutral, bear-market, and hedge funds. Most
conventional portfolios do not typically short securities, although they may
reserve the right to do so under special circumstances. Funds may also short
derivatives, and this is sometimes more efficient than shorting individual
securities. Short positions produce negative exposure to the security that is
being shorted. This means that when the security rises in value, the short
position will fall in value and vice versa. Morningstar's portfolio statistics will
capture this negative exposure. For example, if a fund has many short stock
positions, the percent of assets in stocks in the asset allocation breakdown may
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be negative. Funds must provide their broker with cash collateral for the short
position, so funds that short often have a large cash position, sometimes even
exceeding 100% cash.

Note that all other portfolio statistics presented in this report are based on the
long holdings of the fund only.

Style Analysis
The Morningstar Style Box reveals a fund's investment style as of the date
noted on this report.

For equity funds the vertical axis shows the market capitalization of the stocks
owned and the horizontal axis shows investment style (value, blend, or growth).

For fixed-income funds, the vertical axis shows the credit quality of the bonds
owned and the horizontal axis shows interest rate sensitivity as measured by a
bond's effective duration. '

Morningstar seeks credit rating information from fund companies on a periodic
basis (e.g., quarterly). In compiling credit rating information Morningstar accepts
credit ratings reported by fund companies that have been issued by all
Nationally Recognized Statistical Rating Organizations (NRSROS). For a list of al
NRSROs, please visit
http://www.sec.gov/divisions/marketreg/ratingagency.htm. Additionally,
Morningstar accepts foreign credit ratings from widely recognized or registered
rating agencies. If two rating organizations/agencies have rated a security, fund
companies are to report the lower rating; if three or more
organizations/agencies have rated a security, fund companies are to report the
median rating, and in cases where there are more than two organization/agency
ratings and a median rating does not exist, fund companies are to use the lower
of the two middle ratings. PLEASE NOTE: Morningstar, Inc. is not itself a NRSRO
nor does it issue a credit rating on the fund. A NRSRO or rating agency ratings
can change from time-to-time.

For credit quality, Morningstar combines the credit rating information provided
by the fund companies with an average default rate calculation to come up with
a weighted-average credit quality. The weighted-average credit quality is
currently a letter that roughly corresponds to the scale used by a leading
NRSRO. Bond funds are assigned a style box placement of "low", ‘medium”, or
"high" based on their average credit quality. Funds with a low credit quality are
those whose weighted-average credit quality is determined to be less than
"BBB-"; medium are those less than "AA-", but greater or equal to "BBB-": and
high are those with a weighted-average credit quality of "AA-" or higher. When
classifying a bond portfolio, Morningstar first maps the NRSRO credit ratings of
the underlying holdings to their respective default rates (as determined by
Morningstar's analysis of actual historical default rates). Momingstar then
averages these default rates to determine the average default rate for the entire
bond fund. Finally, Morningstar maps this average defauit rate to its
corresponding credit rating along a convex curve.

For interest-rate sensitivity, Morningstar obtains from fund companies the
average effective duration. Generally, Morningstar classifies a fixed-income
fund's interest-rate sensitivity based on the effective duration of the
Morningstar Core Bond index (MCBI), which is currently three years. The
classification of Limited will be assigned to those funds whose average
effective duration is between 25% to 75% of MCBI's average effective duration;
funds whose average effective duration is between 75% to 125% of the MCBI
will be classified as Moderate; and those that are at 125% or greater of the
average effective duration of the MCBI will be classified as Extensive.

For municipal bond funds, Morningstar also obtains from fund companies the
average effective duration. In these cases static breakpoints are utilized. These

©2013 Momingstar. Al Rights Reserved. The information, data, analyses and opinions contained herein (1) include the conﬁden}igl and proprietary information of Momingstar, {2) may include, or be derived from, account
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breakpoints are as follows: (i) Limited: 4.5 years or less; (i) Moderate: more
than 4.5 years but less than 7 years; and (iii) Extensive: more than 7 years. In
addition, for non-US taxable and non-US domiciled fixed income funds static
duration breakpoints are used: (i) Limited: less than or equal to 3.5 years; (ii)
Moderate: greater than 3.5 and less than equal to 6 years; (iii) Extensive: greater
than 6 years.

Equity Portfolio Statistics
The referenced data elements below are a weighted average of the long equity
holdings in the portfolio.

The Price/Earnings ratio is a weighted average of the price/earnings ratios of
the stocks in the underlying fund's portfolio. The P/E ratio of a stock is
calculated by dividing the current price of the stock by its trailing 12-months’
earmnings per share. In computing the average, Morningstar weights each
portfolio holding by the percentage of equity assets it represents.

The Price/Cash Flow ratio is a weighted average of the price/cash-flow ratios of
the stocks in a fund's portfolio. Price/cash-flow shows the ability of a business
to generate cash and acts as a gauge of liquidity and sclvency.

The Price/Book ratio is a weighted average of the price/book ratios of all the
stocks in the underlying fund's portfolio. The P/B ratio of a company is
calculated by dividing the markst price of its stack by the company's per-share
book value. Stocks with negative book values are excluded from this calculation.

The geometric average market capitalizaticn of a fund's equity portfolio offers a
measure of the size of the companies in which the mutual fund invests.

Fixed-Income Portfolio Statistics
The referenced data elements below are a weighted average of the long fixed
income holdings in the portfolio,

Duration is a time measure of a bond's interest rate sensitivity. Average
effective duration is a weighted average of the duration of the underlying fixed
income securities within the portfolio.

Average effective maturity is a weighted average of all the maturities of the
bonds in a portfolio, computed by weighting each maturity date by the market
value of the security.

Average weighted coupon is generated from the fund's pertfolio by weighting
the coupon of each bond by its relative size in the portfolio. Coupons are fixed
percentages paid out on a fixed-income security on an annual basis.

Average weighted price is generated from the fund's portfolio by weighting the
price of each bond by its relative size in the portfolio. This number reveals if the
fund favors bonds selling at prices above or below face value (premium or
discount securities, respectively). A higher number indicates a bias toward
premiums. This statistic is expressed as a percentage of par (face) value.

Credit quality breakdowns are shown for corporate-bond holdings and depict the
quality of bonds in the underlying portfolio. The report shows the percentage of
fixed-income securities that fall within each credit quality rating as assigned by
aNRSRO. Bonds not rated by a NRSRO are included in the not rated (NR)
category.

Turnover Ratio is a decent proxy for how frequently a manager trades his or her
portfolio. The inverse of a fund's turnover ratio is the average holding period for
a security in the fund. As turnover increases, a fund's brokerage costs typically
rise as well.
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Operations

Purchase constraints denote if a mutual fund has any of the following qualities:
Qualified Access (A), Institutional (T), Closed to New Investments, (C) or Closed
to All Investments (L). Because these qualities can all act as restrictions and/or
requirements for investment, they are grouped together,

Potential capital gains exposure is the percentage of a mutual fund's total
assets that represents capital appreciation.

Fees and Expenses

Prospectus Gross Expense Ratio reflects the annual percentage of a fund's
assets paid out in expenses. Expenses include management, 12B-1, transfer
agent and all other asset-based fees associated with the fund's daily
operations and distribution, with the exception of brokerage commissions. It

does not reflect expenses that have been reimbursed by the investment advisor,

reductions from brokerage service arrangements or other expense offset
arrangements.

Prospectus Net Expense Ratio reflects actual expenses paid by the fund as well

as any voluntary waivers, reductions from brokerage service arrangements and
any other expense offset arrangements.

Investment Risks

International/Emerging Market Equities: Investing in international securities
involves special additional risks. These risks inciude, but are not iimited to,
currency risk, political risk, and risk associated with varying accounting
standards. Investing in emerging markets may accentuate these risks.

Sector Strategies: Portfolios that invest exclusively in one sector or industry
involve additional risks. The lack of industry diversification subjects the investor
to increased industry-specific risks.

Non-Diversified Strategies: Portfolios that invest a significant percentage of
assets in a single issuer involve additional risks, including share price
fluctuations, because of the increased concentration of investments.

Small Cap Equities: Portfolios that invest in stocks of small companies involve
additional risks. Smaller companies typically have a higher risk of failure, and
are not as well established as larger blue-chip companies. Historically, smaller-
company stocks have experienced a greater degree of market volatility than the
overall market average.

Mid Cap Equities: Portfolios that invest in companies with market capitalization
below $10 billion involve additional risks. The securities of these companies
may be more volatile and less liquid than the securities of larger companies.

High-Yield Bonds: Portfolios that invest in lower-rated debt securities

(commonly referred to as junk bonds) involve additional risks because of the
lower credit quality of the securities in the portfolio. The investor should be
aware of the possible higher level of volatility, and increased risk of default.

Tax-Free Municipal Bonds: The investor should note that the income from tax-
free municipal bond funds may be subject to state and local taxation and the
Alternative Minimum Tax.

Bonds: Bonds are subject to interest rate risk. As the prevailing level of bond
interest rates rise, the value of bonds already held in a portfolio declines.
Portfolios that hold bonds are subject to declines and increases in value due to
general changes in interest rates.

HOLDRs: The investor should note that these are narrow industry-focused
products that, if the industry is hit by hard times, will lack diversification and
possible loss of investment would be likely. These securities can trade at a
discount to market price, ownership is of a fractional share interest, the
underlying investments may not be representative of the particular industry, the
HOLDR might be delisted from the AMEX if the number of underiying companies
drops below nine, and the investor may experience trading halts.

Hedge Funds: The investor should note that hedge fund investing involves
specialized risks that are dependent upon the type of strategies undertaken by
the manager. This can include distressed or event-driven strategies, long/short
strategies, using arbitrage (exploiting price inefficiencies), international
investing, and use of leverage, options and/or derivatives. Although the goal of
hedge fund managers may be to reduce volatility and produce positive absolute
return under a variety of market conditions, hedge funds may involve a high
degree of risk and are suitable only for investors of substantial financial means
who could bear the entire loss of their investment.

Bank Loan/Senior Debt: Bank loans and senior loans are impacted by the risks
associated with fixed income in general, including interest rate risk and default
risk. They are often non-investment grade; therefore, the risk of default is high.
These securities are also relatively illiquid. Managed products that invest in
bank loans/senior debt are often highly leveraged, producing a high risk of
return volatility.

Exchange Traded Notes (ETNs): ETNs are unsecured debt obligations. Any
repayment of notes is subject to the issuer's ability to repay its obligations.
ETNs do not typically pay interest.

Leveraged ETFs: Leveraged investments are designed to meet multipies of the
return performance of the index they track and seek to meet their fund
objectives on a daily basis (or other time period stated within the prospectus
objective). The leverage/gearing ratio is the amount of excess return that a
leveraged investment is designed to achieve in comparison to its index
performance (i.e. 200%, 300%, -200%, or -300% or 2X, 3X, -2X, -3X).
Compeunding has the ability to affect the performance of the fund to be either
greater or less than the index performance multiplied by the multiple stated
within the funds objective over & stated time period.

Short Positions: When a short position moves in an unfavorable way, the losses
are theoretically unlimited. The broker may demand more collateral and a
manager might have to close out a short position at an inopportune time to limit
further losses.

Long-Short: Due to the strategies used by long-short funds, which may include
but are not limited to leverage, short selling, short-term trading, and investing in
derivatives, these funds may have greater risk, volatility, and expenses than
those focusing on traditional investment strategies.

Liquidity Risk: Closed-end fund, ETF, and HOLDR trading may be halted due to
market conditions, impacting an investor's ability to sell a fund.

Market Price Risk: The market price of ETFs, HOLDRs, and closed-end funds
traded on the secondary market is subject to the forces of supply and demand
and thus independent of the NAV. This can result in the market price trading at
a premium or discount to the NAV, which will affect an investor's value.

Market Risk: The market prices of ETFs and HOLDRs can fluctuate as a result of
several factors, such as security-specific factors or general investor sentiment.
Therefore, investors should be aware of the prospect of market fluctuations and
the impact it may have on the market price.
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City of Galveston Employees’ Retirement Plan

COMPILED FINANCIAL STATEMENTS
For the Three Months and Six Months Ended
June 30, 2020
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ACCOUNTANTS' COMPILATION REPORT

To the Board of Directors
City of Galveston Employees' Ret Plan
Galveston, TX 77550

Management is responsible for the accompanying financial statements of City of Galveston Employees' Ret Plan (a Texas,
non-profit organization), which comprise the Statement of Net Assets Available for Benefits- tax basis as of June 30, 2020,
and the related Statement of Changes in Net Assets Available for Benefits- tax basis for the three months and six months
then ended in accordance with the tax basis of accounting, and for determining that the tax basis of accounting is an
acceptable financial reporting framework. We have performed a compilation engagement in accordance with Statements
on Standards for Accounting and Review Services promulgated by the Accounting and Review Services Committee of
the AICPA. We did not audit or review the financial statements nor were we required to perform any procedures to
verify the accuracy or completeness of the information provided by management. Accordingly, we do not express an
opinion, a conclusion, nor provide any form of assurance on these financial statements.

The financial statements are prepared in accordance with the tax basis of accounting, which is a basis of accounting other
than accounting principles generally accepted in the United States of America.

Management has elected to omit substantially all of the disclosures ordinarily included in the financial statements
prepared in accordance with the tax basis of accounting. If the omitted disclosures were included in the financial
statements, they might influence the user's conclusions about the company's assets, liabilities, equity, revenues and
expenses. Accordingly, these financial statements are not designed for those who are not informed about such matters.

We are not independent with respect to City of Galveston Employees' Ret Plan as we perform monthly administrative
duties for the plan.

Ham, Langston, & Brezina
Galveston, TX

July 22, 2020
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City of Galveston Employees' Retirement Plan
Net Assets Available for Benefits

As of June 30, 2020
ASSETS
MNB - Trust 300 $ 0.00
MNB - MM - Act 300 1,308,880.12
Accrued dividends & interest 10,301.77
Investments at FMV
Int'l Fixed Income Mutua! Funds 2,235,008.08
Market values adj - Int'l Fixed Income Mutual Funds (192,183.80)
Investments - Equity Funds 27,901,483.12
Market value adj - Equity Funds 8,615,957.60
Fixed Income Funds 12,805,631.55
Market value adj - Fixed Income Funds 483,445.47
Private Equity Funds 1,294,629.93
Market value adj - Private Equity Funds {(26,135.28)
Total investments 53,117,836.67
TOTAL ASSETS $ 54,437,018.56
LIABILITIES
Withholding payable $ _17,326.97
TOTAL LIABILITIES 17,326.97
NET ASSETS HELD IN TRUST FOR
BENEFIT OBLIGATION $ 54,419,691.59
Gat ulzo|19 54 555 300

SE——_—

See Accountant's Compilation Report
1
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City of Galveston Employees' Retirement Plan
Statement of Changes in Net Assets

Available for Benefits
For the Three Months and Six Months Ending June 30, 2020

ADDITIONS:
Contributions
Contributions - City
Contributions - Employees
Total contributions

Investment income
Realized Gain on Sale of Investment
Net gain(/loss) in Fair Market Value
Capital Gain Distributions

Other income

Dividends

Capital gain distributions
Total Other income

Total Investment Income/(loss)

Less: Investment expense
Manager expense
Total investment expense

TOTAL ADDITIONS

DEDUCTIONS:
Retirement benefits
Benefits - non-taxable
Survivor benefits
Survivor benefits - non-taxable
Disability benefits
Disability benefits - non-taxable
Rollover benefits
Lumpsum benefits
Actuarial fees
Custodial services
Dues and fees
insurance
Investment Mgmt Evaluation
Legal fees
Audit fees
Accounting fees
TOTAL DEDUCTIONS

Net increase/(decrease)

3 Months Ended

6 Months Ended

Y019

June 30, 2020 June 30, 2020
648,991.27 $ 1,227,882.05 13430,
432,661.58 818,589.26 £OBOI
1,081,652.85 2,046,471.31 202004

0.00 0.00

6,270,269.77 (3,307,060.05)

0.00 0.00

6,270,269.77 (3,307,060.05)

0.00 373.39
272,524.71 519,814.74
58,677.00 58,677.00
331,201.71 578,865.13

6,601,471.48 (2,728,194.92) 4509184
(16,637.15) (36,657.02) <3s;;<7>
(16,637.15) (36,657.02)

7,666,487.18 (718,380.63) g 44400
847,408.77 1,689,580.17

2,320.01 4,699.86
78,927.42 157,854.84

488.34 g 976.68
8161.26 ;g4 16,342.52 2371101

1827 9 36.54

0.00 45,519.98
57,893.64 369,924.12

450.00 7,296.50 7510
9,000.00 18,000.00 18000.

0.00 0.00

4,750.00 475000 —
14,700.00 14,700.00 —
1,090.00 1,090.00 992,
8,846.00 8,846.00  —
(7,050.00) 20,215.00 47325

1,027,003.71 2,359,832.21 2453050

53V
6,639,483.47 $ (3,078,212.84) L4097

See Accountant's Compilation Report

2
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