Ann Masel
M

Subject: City Employee Pension Board
Location: https://us02web.zoom.us/j/86146170230?
pwd=ZXZCYOZXZHIlycHV2bG8vRFAuThnMxUT09
Start: Tue 2/2/2021 1:00 PM
End: Tue 2/2/2021 3:00 PM
Show Time As: Tentative
Recurrence: (none)
Meeting Status: Not yet responded
Organizer: Sarah Cairns
Hi there,

City Manager 1s inviting you to a scheduled Zoom meeting.

Join Zoom Meeting

Phone US: +13462487799,,861461702304,._*716450# or
one-tap:  +14086380968,,861461702304,, *716450#

{‘J"g‘;‘_‘”g https://usOZweb.zoom.us/i/86146170230?pwd=ZXZCYOZXZHiycHV2bGSvRquTnMxUT09

:\g?eﬁng 861 4617 0230

Passcode: 3M=Paz

Join by Telephone
For higher quality, dial a number based on your current location.

Dial: US: +1 346 248 7799 or +1 408 638 0968 or +1 669 900 6833 or +1 253 215 8782 or +1
’ 312 626 6799 or +1 646 876 9923 or +1 301 715 8592 or 877 853 5257 (Toll Free) or 888
475 4499 (Toll Free) or 833 548 0276 (Toll Free) or 833 548 0282 (Toll Free)

:‘é‘?e““g 861 4617 0230

Passcode: 716450
International numbers
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NOTICE OF REGULAR MEETING

AGENDA
CITY OF GALVESTON EMPLOYEES' RETIREMENT FUND
FOR NON-CIVIL SERVICE EMPLOYEES
TOBEHELDAT t00P.M, TUESDAY, FEBRUARY 2, 2021

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 sprezc
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.

1. Quorum Determination

2. Calilto order

3. Open Public Forum/Comments

4. Approval of minutes of November 3, 2020 meeting

5. Performance report from the Quantitative Group

6. Action onrecommendations by the Quantitative Group

7. Discussion and possible action on the meetings of a Committee of Board members working with the City to discuss
changes to the Plan

8. Discussion and possible action on Whitley Penn audit engagement letter for the year end December 31, 2020
§. Compiled financiai statements

10. Nest meeting date May 4, 2021
11. 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).

Ann S. Masel, CPA
Administrator

Please Note
Members of the City Council may be attending and participating in the discussion.
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To call in to Zoom Meeting:

Or dial the following numbers and enter the:
Meeting ID: 861 4617 0230

Passcode: 716450

Phone: 1 346 248 7799 US (Houston)

This written notice of the meeting agenda packet, are posted online at:

www.ga Ivestontx.gov[agendacenter

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

I 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 January

Janelle Williams, City Secretary

IN ACCORDANCE WITH THE PROVISIONS OF THE AMERICANS WITH DISABIITIES ACT (ADA), PERSONS IN NEED OF A SPECI/
ACCOMODATION TO PARTICIPATE IN THIS PROCEEDING SHALL, WITHIN THREE (3) DAYS PRIOR TO ANY PROCEEDING, CONTACT THE CI1
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)

November 3, 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), Mark Fenlaw (Rudd and Wisdom), and Dan Buckley

(City of Galveston)

It was determined that a quorum was present, and the meeting was called to order at 1:00. It was
determined that due to the nature of virtual meeting rather than “live” meeting, all votes would be taken

as roll call votes.

Motion for approval of August 4, 2020 minutes was made by Mike Loftin; second by Lewis Rosen. Roli cali

vote passed unanimously.

Ron Kern, with the Quantitative Group, presented the Performance Evaluation. The following illustrates

the returns and balances for the quarter:

Manager

iShares Core S&P 500 ETF
iSharesMSCi USA Min ETF
Vanguard Mid Cap
iShares Core S&P Small-(
iShares Cove MSCI! EAFEE
iShares Core MSCI Emerg.
Baird Aggregate Bond
Met West Total Rtn Bd!
TIAA CREF Bond Fund
Brandywine Global Opp
PIMCO Income Fund

FPA Crescent

Salient Technical Growth
Wells Fargo Absolutel Re
Cash

Total

Market
Value

8,887,443
8,718,200
9,291,396
4,110,141
2,693,973
1,427,448
3,519,406
3,840,074
3,440,513
2,121,394
2,663,493
2,299,005
1,401,746
1,303,964
1,122,374

56,840,570

Actual

8.99%
5.63%
7.93%
3.25%
5.46%
10.92%
1.06%
1.26%
1.29%
3.84%
3.01%
3.80%
2.80%
2.16%

Benchmark

Standard & Poors 500
Standard & Poors 500
Russell MidCap

S&P Small Cap 600
MSCI ACWF ex-US
MSCi EM Net
Barclays US Aggre
Barclays US Aggre
Barclays US Aggre

SB World Govt Bond
Barclays US Aggre
HFRI Equity Hedge
HFRI Equity Hedge
HFR! Equity Hedge

8.93%
8.93%
7.46%
3.17%
6.25%
9.56%
0.62%
0.62%
0.62%
2.94%
0.62%
6.03%
6.03%
6.03%
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Ron discussed the performance report. He referred to page 13 of the report which discloses all fees and
pointed out that total fees are approximately .37% and fees have been very carefully controlled. The Fund
performance was up 5.05% for the quarter but was basically break-even, up 0.01% for the year to date
through September 30. The bond index was up 6.79% for the year, illustrating that safe assets performed
safely when the market fell off. Over time, funds have outperformed stock pickers.

Total rate of return since inception has been 6.95%; total over 10 years has been 7.14%.

Lewis Rosen moved, with a second by Jeff Ammerman, to accept Ron’s recommendation to sell ali of Wells
Fargo Absolute Return Fund and distribute the proceeds into FPA Crescent and Salient Tactical Growth so
that each of those 2 remaining funds will hold 50% of the alternative asset class. Motion passed

unanimously.

Agenda item 7 began with Dan Buckley addressing the Board. Dan Buckley stated he would like for the
City to sit down with the Board and negotiate. Discussion ensued.

Don Davison moved, with a second by Lewis Rosen, that the Chair would appoint a Committee of 3
members to meet with the City and discuss possible improvements to the Plan. The Committee would
have the authority/option to include Plan Attorney, Stefan Smith, in the discussions. Roll call vote passed

unanimously.

Don Davison moved, with a second by Lewis Rosen, tc approve the amendment to the Plan which
memorializes the previous month’s action of raising the cap to $60,000 effective October 1, 2020, for
employees retiring after that time.. Roll call vote was taken, and motion passed unanimously.

The next regular meeting was set for Tuesday, February 2, 2021.

Compiled financial statements for the quarter showed an increase in changes in net assets of a decrease
of (5670,598) for year to date. The compilation report was discussed, including specifically the categories
of investment income, benefits paid, administrative fees and the comparison to the same period in the

prior year.

With no further business or requests, the meeting was adjourned at 2:30.

Ann Masel, Plan Administrator
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Release date 12-31-2020

s Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index Morningstar Cat
ISha res core S&P 500 ETF E’ Gold Yodede sk S&P 500 TRUSD  Russell 1000 TR US Fund Large Blend
(USD) 02-27-2020 1,232 US Fund Large Blend usD
Performance 12-31-2020 investment Style
Quarterly Retumns 1stQr 2ndQu 3rdQrr 4thQtr Total % g?“i:(y %
2018 -0.77 342 770 -1353 -4.42 e
2019 1365 429 169 905 31.44 Growth of $10,000
2020 -1960 2054 892 1214 1837 iShares Core S&P 500 ETF
Trailing Retums 7 3% 5V 10V Incept g}%ﬁ f—
Std Mkt 12-31-20 1840 — 1518 1381 6.71 43,696'y 9
SUNAV123120 1837 — 1518 1383 671 Standard Index
Mkt Total Ret 1840 1408 1518 1381 6.71 53,403
NAVTotalRet 1837 1414 1518 1383 671
+/- Std Index 003 -004 -004 -006 —
o-Cathdex 250 08 042 QIB  — e "
% Rank Cat BB 4 w1 fotiegon)
No. in Cat 1,363 1,232 1072 814 .
History
Subsidized Unsubsidized
30-day SEC Yield 2020-03-31 2.2 — Mt Total Ret %
Performance Disclosure NAV Total Ret %
The Overall Morningstar Rating is based on risk-adjusted retums, +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year +/- Category Index
(i applicable) Morningstar motrcs B
The perf data quoted represents past perf and e Sl L LR A e Ay 38 T Rank Cat [ —
does”nat guarantee fUthe results. The inZstrr;ntretum and e e B L S TR SRR S N o -qf» Funds n Cat -------------------
principal value of an investment will fluctuate; thus an investor's Avg Prem/Discount %
f;’j,'fjn;f::f;”s’f orredeemed, may be worth mors orless than o o Analysis 01-21-2021 Top Holdings 01142071
Current performance may be lower or higher than return data Asset Allocation % Net%  Long%  Short% g:‘:[: Chg Nﬁgg;et ggéd%%:fsrocks 0 Total Fxed-Income, Net ASS";Z
quoted herein. For performance data current to the most recent Cash 0.21 0.21 0.00  p3-2021 4% Turover Ratio :
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 98.92 98.92 0.00 ® 119mil Appie inc 671
Fees and Expenses Non-US Stocks 0.88 0.88 0.00 ® S6mil Microsoft Corp 529
Fund Expenses Bonds 0.00 0.00 0.00 ® 3mil Amazon.com Inc 433
Management Fees % 003 OtherNotCisfd | 000 000 000 18mil Facebook Inc A '
Annual Report Net Expense Ratio % 01 Total 10000 10000 o000 & | o 20
A @ 6mil Tesla Inc 1.97
Annual Report Gross Expense Ratio % 0.04 — T B = PR e
12b1 Expense % np et Sule ooloSIETes e mdn G @ 2mil Alphabet inc A 174
Risk and Return Profile = e “%  P/E Ratio TIM 282 100 114 @ 2mil Alphabet Inc Class C 1.69
3V 5vr 10V | P/CRatio TTM 163 099 1.01 @ 15mil Berkshire Hathaway Inc Class B 1.40
1232 funds 1072 funds 814 funds =z P/BRatio TTM 40 0.99 16.80 @ 20 mil  Johnson & Johnson 1.31
Morningstar Rating™ 4% 4% 5k p g;?' AvgMktCap 176105 1.00 076 23 mil  JPMorgan Chase & Co 1.26
Voringsarfoun e shey o ®  13mi VisalcClass A 1o
R v oy, Fined Style o @ 5 m?l NYIDIA Corp 1.05
Standard Deviation NAV 1880 1526 1354 [ = A\\/'g Eff Dufa‘:iot: - g 1; 2:; g:c:te::l ;aét:mirlzug; " :gg
Standard Deviation MKT 1866 1517 1349  Avg Wtd Coupon — . ) :
Mean NAV 1414 1518 1383 £ AvgWid Price - @ 14milThe Walt Disney Co 0.95
Mean MKT 14.08 15.18 13.81 5 Sector Weightings Stocks % Rel Std Index
Sharpe Ratio 0.72 0.93 0.98 % Cyclicai 308 1.00
MPT Statistics Standard Index BestFitlndex ~ Credit Quality Breakdown — Bond % E Basic Materials 23 101
NAV SSPSIOTRUSD AAA - — 3 Consumer Cyclical 12.8 1.02
Alpha -0.03 0.03 AA —_ u Financial Services 134 0.99
Beta 1.00 00 A . [ RealEstate 24 0.98
FeSsare 10000 g - w Sensmve 462 ......................... o
12-Month Yield 157% BB - Communication Services 10.7 0.99
Potential Cap Gains Exp - B s Y Energy 25 1.10
Leveraged No  BelowB — E} Industiials 8.5 0.97
Leverage Type — NR - Technology 245 1.01
Le.verage% 100.00 Regional Exposure Stocks % Rel Stdindex = Defensive : T 30 0.99
Primary Prospectus Benchmark S&P 500 TR USD Americas 99.1 1.00 B3 Consumer Defensive 6.6 0.94
Greater Europe 0.8 096 [ Healthcare 137 1.01
Greater Asia 0.0 098 [EJ Utilities 2.7 0.98
Operations
Family: iShares Ticker: w Mkt Price: 375.39
Manager: Multiple Incept: 05-15-2000 Base Currency: usb
Tenure: 13.0 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $242,221.1 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 630.15 mil NAV: 37554
Type: ETF Prem/Discount: -0.04

©2021 Momingstar. Al Rights Reserved. Unless otherwise provided in a separate agreement, you 0 d 3 it
i i i i ion of Momis (2) may include, or be defived from, account information provided by your financial professional which cannot be verified by

opinions contained herein (1) include the and prop:
istri {4) do not

Momingstar, (3) may not be copied or

and (6) are not warranted to be carrect, complete or accurate. Except as otherwise required by law, Morningstar shall not be responsible for any tradin
information, data, analyses or opinions or their use. Opinions expressed are as of the date written and are subject to chadnge \Il‘wlhoutr notice. Inve
an

or and

Please see

may use this report enly in the country in which its original distributor is based. The information, data, analyses and

advice offered by Momingstar, (5) are provided solely for informational purposes and therefore are not an cffer to buy or sell a security,
g decisions, damages or other losses resulting from, or refated to, this
estment research is produced and issued by subsidiaries of Morningstar, Inc.

i I | sales literature, If applicable it must be preceded

This report is
at the end of this report.

or

including, but not limited to, Momningstar Research Services LLC, registered with and governed by the U.S.
fedbya o B { /
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Release date 12-31-2020

H 3 Morningstar Analyst Rating™ Overall Momingstar Rating™ Standard Index Category Index Morningstar Cat
IShares MSCI USA M in VOI £3 Silver Fokok S&P500 TRUSD  Russel! 1000 TR US Fund Large Blend

F actor ETF (USD) 06-10-2020 1,232 US Fund Large Blend usb
Performance 12-31-2020 @ @ @ @ @ @ @ @ @ @ @ @ :Er;vl;st:nemswle

Quarterly Returns 1stQr 2ndQtr 3rdQtr  4th Qi Total % _ 100 100 100 100 100 100 100 100 99 100 Stocks %
2018 -112 285 782 -756 136 e - 1

2019 1270 556 424 304 27.77 Growth of $10,000

2020 -17.20 1286 573 690 560 == iShares MSCI USA Min Vol
Trailing Retums 1Yr 3Yr 5Yr  10Yr incept ;?%%ETF
StdMkt12-31-20 564 — 1244 — 1359 Category Average

Std NAV 12-31-20 5.60 13.61 30,244

Mkt Total Ret 5.64 13.59 Standard Index

NAVTotal Ret 560 1361 %228

+/-Stdindex  -12.80
jr/- Cat Index -15.36

% Rank Cat .......... 95 ..... e E E E E E E g g E E E E ‘Pv:g:;tl:lgg:rgu;mle

No.in Cat 1368 1282 1012 — w09 | 2010 21| 22| 23| wa| 5| 06 | 207 | 20 | e | 1220 History
Subsidized Unsubsidized

30-day SEC Yield 2020-03-31 250 _ — —| — | 1083|2509 | 1633 | 545 | 1057 | 1891 | 1.36 | 2769 | 564 Mkt Total Ret %
Porformance Disclosare — — | — [ 11.04]| 2511 | 1634 | 550 [ 1050 | 1897 | 1.36 | 27.77 | 560 NAV Total Ret %

The Overall Momingstar Rating is based on risk-adjusted retumns, — — — | 496 | -7.28 | 265 | 4.12| -1.46 | -2.86 | 574 | -3.72 |-12.80 +/- Standard index

derived from a weighted average of the three-, five-, and 10-year — — — | 538 801 | 310 ] 459 | -156 | -272 | 6.14 | -3.66 |-15.36 +/- Category Index

(f applicable) Morningstar metrics, R
The perfc data quoted rep past perfc and ;

does not guarantee future results. The investment return and
principal value of an investment will fluctuate; thus an investor's
shares, when sold or redeemed, may be worth more or less than

ST 03| oos | 003 Tooa |

their original cost. Portfolio Analysis 01-22-2021 Top Heldings 01-21-2021
Current performance may be lower or higher than retum data Asset Allocation % 01-21-2021 Net%  Long%  Short% :';i;e Chg Alggﬁ:ﬁ t‘géd}’;gl%mks 0 Total Fixed-Income Net Assegz
quoted herein. For performance data current to the most recent Cash 0.26 0.26 0.00 p1-20m 22% Turnover Ratio '
month-end, please call 800-474-2737 or visit www. ishares.com. US Stocks 9740  97.40 0.00 ) 6mil Nexifra Energy Inc 162
Fees and Expenses Non-US Stocks 2.34 234 0.00 o 2mil Vertex Pharmaceuticals Inc 162
Fund Expenses Sands L hia am e 3mil Johnson & Johnson 1 -51
Managemem Fees % 015 Other/NotCI Sfd ....................... 000 ....... 000 ........ 0 00 e 2mil HilLilly and Co 1'57
Annual Report Net Expense Ratio % 015  Total 100.00 10000  0.00 o 2 mil MicmZoft Corp 1.54
Annual Report Gross Expense Ratio % 0.15 P Portolio Smmtinies Fot Rl R e
12b1 Expense % NA :. A Avg Index Cat © 7 m!l Gllead_Smences Inc 1.50
Risk and Return Profile “geme— 1 P/ERatio TIM 260 092 105 © 4mil T-Mobile US Inc 1.50
3vr 5Yr 10Yr B |2 P/CRatioTIM 156 094 097 @ 7 mil Newmont Corp 1.48
1232 funds 1072 funds 874 funds £ P/BRatio TTM 42 1061802 o 6mil Merck & Co Inc 1.48
Morningstar Rating™ 3% 3% — g g;?l AvgMktCap 69744 038 030 o 2mil  Accenture PLC Class A 1.48
Mom!ngstar Risk Low Low - ) 2mil McDonald's Corp 1.45
Morningstar Return As\(ﬁ 4?{2 f 0; Fixed-Income Style ) &) 2mil Visa Inc Class A 1.42
Standard Deviation NAY 1479 12.23 i Me m ::g E: B/::ar;ut::x C) 809,534 Regeneron Pharmaceuticals Inc 1.39
o g e 4mil Waste Management Inc 1.39
Standard Deviation MKT 1460  12.08 — Avg Wid Coupon = gmil Verizon G ications |
Mean NAV 100 1245  — £ AvgWid Price _ © W Verizon Lommunications Inc 1.39
Mean MKT 1099 1244 — g Sector Weightings Stacks % Rel Std Index
Sharpe Ratio 0.68 0.93 - % Cyclical 26 0.74
MPT Statistics StandardIndex _ BestFitlndex _ Credit Quality Breakdown — Bong% [ Basic Materials 26 1.14
NAV Moringstar USMid ~ AAA — B Consumer Cyclical 53 0.42
Core TRUSD  Ap — K& Financial Services 115 0.85
Alpha 0.07 338 5 — I Real Estate 32 1.32
Beta 0.74 084 BBB ------ e R R _ ...... s ..... .. .................................................................................
R-Squared 88.12 8905 oo V- Sensitive ) 315 0.82
12-Month Yield 181% g B Communication Services 9.8 0.91
Potential Cap Gains Exp e Y Energy 0.2 0.11
Below B — [ Industrials 9.0 1.03
Leveraged No R —
Leverage Type =
Leverage % 100.00 Regional Exposure Stocks % Rel Std Index
Primary Prospectus Benchmark ~ MSCI USA Minimum  Americas 9838 1.00 & Consumer Defensive 122 1.76
Volatility (USD) R Greater Europe 12 1.33 [E3 Healthcare 20.1 1.48
USD Greater Asia 00 000 KJ Utiities 76 275
Operations
Family: iShares Ticker: Usmv Mkt Price: 67.88
Manager: Multiple Incept: 10-18-2011 Base Currency: Usb
Tenure: 9.3 Years Expiration Date: - Legal Structure: Open Ended Investment Company
Total Assets: $30,990.9 mil Exchange: BATS Z-EXCHANGE Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 457.60 mil NAV: 67.89
Type: ETF Prem/Discount: -0.01
Soan e o ] s oo o ooy o o7 8 i ol n e counry i it il ditior s basa. T formaton, i, anases . by MOHMNHSI AR
Momingstar, (3) may not be copied or redistributed, (4) do not itute 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 atherwise required by law, Momi shall not be ble 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 chan%ewwithnm notice. Investment research is produced and issued by subsidiaries of Morningstar, Inc.
including, but not limited to, Momingstar Research Services LLC, registered with and governed by the U.S. Securities and xchange C This report is suppl sales literature. If applicable it must be preceded P 7 3
[ ied by a of equi and di Please see i disch at the end of this report.
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Release date 12-31-2020

Vanguard Mid Cap Index

Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index

Category Index Morningstar Cat

b . &3 Gold Kook otk S&P500 TRUSD  Russell Mid Cap TR US Fund Mid-Cap
Institutional (USD) 08-14-2020 374 US Fund Mid-Cap Blend UsD Blend
Performance 12-31-2020 Investment Style
Quarterly Returns 1stOtr 2ndQtr 3rd Qtr  4thQtr Total % @ @ @ @ % % @ % % @ @ @ Equity
100 | 100 | 100 | 100 | 100 | 100 | 100 | 99 | 100 | 100 | 99 | 100 Stacks %
2018 000 257 468 -1547 -9.24 T
2019 16.78 436 060 687 31.04 Growth of $10,620
2020 2571 249 7.94 1802 18.26 == Vanguard Mid Cap Index
Institutional
Trailing Retums Yo 3Yr  5Yr  10Yr incept 56,880
Load-adj Mthly ~ 18.26 12.04 13.29 1241 10.39 Category Average
Std 12-31-2020 18.26 — 1329 1241 1039 42,736
TotalReturn 1826 1204 1329 1241 1039  oyndard index
+-Stdindex 013 214 -193 -148 — '
+/- Cat Index 116 044 010 000 —
% Rank Cat 17 15 19 1 Performance Quartile
LTI D (within category)
No. in Cat 407 374 309 215 .
History
) Subsidized Unsubsidized 16.40 33.79 | 32.85 | 35.99 | 42.32 | 37.78 | 48.74 | 56.64 NAV/Price

7-day Yield - 4051 1378 | -1.33 | 11.23 | 19.29 | -9.24 | 31.04 | 18.26 Total Return %
30-day SEC Yield 01-15-21 1.31 1.31 +/- Standard Index
Performance Disclosure +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns,
derived from a weighted average of the three-, five-, and 10-year .

No. of Funds in Cat

(if applicable} Morningstar metrics.
The perf: data quoted rep past perf: and
does not guarantee future results. The investment return and

Portfolioc Analysis 12-31-2020

PV . g . : i i Net% L ShareChg  Share  Hoidings : Net Asset
principal value of an wil thus an investor's Asset Allocation % o o Short since Amount 348 Total Stocks, 1 Total Fixed-Income, e Sse"/:
shares, when sold or redeemed, may be worth more or less than  Cash 000 000 000 112020 15% Tumover Ratio
their original cost. US Stocks 9798 97.98 0.00 18mil Twitter |
Current performance may be lower or higher than retum data Non-US Stocks 2.01 201 000 @® m.l witter Inc . 0.74
quoted herein. For performance data current to the most recent Bonds 0.00 0.00 000 © 2 m!l IDEXX Laboratories inc 0.73
month-end, please call 888-809-8102 or visit www.vanguard.com.  QOther/Not Clsfd ) 0.00 000  0.00 © 3mil KLA Corp 0.68

Fees and Expenses Total ' 10000 10000 000 © 3mil - Synopsys Inc 067
) 7 mil - Amphenol Corp Class A 0.67
Sales Charges Equity Snle Portfolio Statistics  Port  Rel  Rel oo oo
Front-End Load % NA oo Gt ] Avg Index Cat @ 4 mil DocuSign Inc 0.67
Deferred Load % NA g P/E Ratio TTM 274 097 109 g 6 mil Digital Reaity Trust Inc 0.67
T — ® ::;g g:::o ]]:m 1;; ggg :f‘; e 632,354 Chipotle Mexican Grill Inc Class A 0.66
u z o .3 0. I ; :
Management Fees % 0.08 . GeoAvgMiaCap 22762 013 202 e 6 m!l Ca.dence Design Systems Inc 0.65
12b1 Expense% NA £ $mil @ ZmllAllgnTechnologylnc B 065
Net Expense Ratio % 0.04 — o~ <) 33mil Freeport-McMoRan Inc 0.65
ted-income e 1
Gross Expense Ratio % 0es i Avg Eff Maturity _ e BmilMatch Group Inc 0.64
Risk and Return Profile + Avg Eff Duration ) 4mil  CrowdStrike Holdings Inc Class A 0.63
- 5 o = Avg Wid Coupon ) 3mil Veeva Systems !nc Class A 0.63
374 funds 309 funds 215 funds g AvgWid Price — @ 5mil Peloton Interactive Inc 0.63
. M
mz;:::gzg :?stl'("g :v: ::; -:\:; 3 Sactor Weightings Stocks % Rel Std Index
PR
Morningstar Return +Avg  +Avg  +Avg  Credit Quality Breakdown — Bond % b Oy . ) 38 113
AAA B Basic Materials 39 1.74
3V 5Yr LAY __ B Consumer Cyclical 1.7 0.94
-Standard Deviation 2169 1779 1562 — B Financial Services 10.7 0.79
Mean 12.04 13.29 1241 BBB o o
Sharpe Ratio 0.56 0.73 0.79 BB o
MPT Statistics Standard Index Bestfithdex 5. . B Communication Services 72 0.67
Morningstar USMid  Bglow B — B Energy 31 1.37
Aloh 285 Cap Tf‘ougg NR — [ Industrials 114 130

P ’ ’ - Technology 211 0.87
Beta 1.12 0.99  Regional Exposure Stocks % RelStdIndex  ——-ereereen-. e T
R-Squared 93.39 9978 Americas 9.4 pgg = Weiashs = 23 0.86
12-Month Yield 1.45%  Greater Europe 0.8 0.89 E ﬁﬂﬂftl:]ma Defensive 12; 324

i i 26.82%  Greater Asia 08 17.64 Ealficare : 94
Potential Cap Gains Exp % K utiities 58 210
Operations
Family: Vanguard Base Currency: usb Purchase Constraints: —

Manager: Multiple Ticker: VMCIX Incept: 05-21-1998
Tenure: 22.7 Years ISIN: US9229088359 Type: MF
Objective: Growth Minimum Initial Purchase: ~ $5 mil Total Assets: $43,111.13 mil

©2021 Momingstar. All Rights Reserved. Unless o;hevwcilse provided in a separate fagreamem, yo
an of Momi

(2) may in

opinions contained herein (1) include the
I (4) do not

Momingstar, (3) may not be copied or

or byap! or equivalent, a

advice offered by Momingstar, {5) are provided solely for information

and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Momingstar shall not be responsible for any trading decisions, dame:jges or other losses resulting from, o rela

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 pro i

including, but not limited to, Maringstar Researc!g Services LLC, registereglwith and governed by the U.S. Securities and i I
nd discl ease see I disch

clude, or be derived from, account information

al purposes and therefore are not an offer to bu

u may use this report only in the country in which its original distributor is based. The information, data, analyses and
provided by your financial professional which cannot be verified by
y or sell a security,
ted to, this
uced and issued by subsidiaries of Morningstar, Inc.

| sales literature. If applicable it must be preceded
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H Q" . Morningstar Analyst Rating™ Overall Momingstar Rating™ Standard Index  CategoryIndex  Morningstar Cat
iShares Core S&P Small cap £3 Silver okt S&P500TRUSD Russell 2000TR  US Fund Small Blend

ETF (USD) 06-30-2020 629 US Fund Small Blend usD
Performance 12-31-2020 BH |BH B | HH | B | BH | EH A @ & B | BH :Er:t:’ist'ymemsw'e

Quarterly Returns IstQtr 2ndQtr  3rdQtr  4th Qo Total % _ — — — — _ _ 100 100 100 99 Stocks %

2018 065 870 475 -2010 -8.43

2019 1159 187 020 823 2279 . R Growth of $10,000

2020 -3265 2198 313 3129 11.24 R == iShares Core S&P Small-Cap
Trailing Retums 1Yr 3Yr SYr  10Yr Incept E;FGBB

Std Mkt 12-31-20 11.28 — 1237 11.89 10.01 Ca'tegory Average
SUNAVI231-20 1124 — 1236 1189 1001 ! / 40,048

MktTotal Ret  11.28  7.74 1237 1189 1001 oot e g;agggrd Index

NAVTotal Ret  11.24 774 1236 11.89 10.01

+/- Std Index -1.16 644 -286 -199 —
+/- Cat Index 872 250 -090 069 —

%RankCat s s s 7 = EHE BB B EEEHEBBE|E [|me

No. in Cat 671 629 517 367 2009 | 200 20m | 22| 2013 | 2014 | 205 | 26 | 17| 208 | 2mg | 120 History
Subsidized Unsubsidized
S0-day SEC Yield 20200331 235 . 2580|2660 | 079 | 1629 | 4132 | 585 | 207 | 2661 | 1315 | -84 | 2282 | 1128 MKt Total Ret %
2548 | 2614 | 090 | 1628 | 4136 | 567 | 200 | 2649 | 1320 | -843 | 2279 | 11.24 NAV Total Ret %

Performance Disclosure

The Overall Moringstar Rating is based on risk-adjusted returns, 099 [ 11.08 | -1.21 | 028 | 898 | -8.02 | -3.38 | 14.53 | -8.64 | 4.04 -7.16 +/- Standard Index
derived from a weighted average of the three-, five-, and 10-year -1.69 | 071 ] 507 | -007| 254 077| 242 519 ] -145| 258 -8.72 +/- Category Index

(if applicable) Morningstar metrics.

The perfc data quoted rep past perfc and
does not guarantee future results. The investment return and B S AP :
principal value of an i will fl - thus an investor's -0.03 | -0.09 | -0.03 | -0.06 | -0.05 . . -0.02 | 003 | 000 -0.01 — Avg Prem/Discount %
ff,’:,’fjnzzzf o oredeemed may he worth ot 011655 I b fotio Amalysis 01-21-2021 Top Holdings 01-14-2021
Current performance may be lower or higher than return data Asset Aflocation % Net%  long%  Short% f{r‘;’: Chg A,f‘gg;ﬁ E'S}"}?,?Z{s tocks . 0 Total FxedHingome Net ASS";:
quoted herein. For performance data current to the most recent Cash 028 1.19 091 pr2om 16% Turnover Ratio ’
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 9883  98.83 0.00 727 mil BlackRock Cash Funds Treasury SL A 117
Fees and Expenses Non-US Stocks 088 088 000 o 27 mil Cliffs Natural Resources Inc. 070
Fund Expenses Bonds 0.00 0.00 0.00 ® 7mil NeoGenomics Inc 066
Managemem Fees % 0.0 mher/NOtCISfd ........................ 000 ....... 000 ........ 0 00 @ 8 mil Iridium Communications inc 0.60
Annual Report Net Expense Ratio % 0.07 Total 100.00 100.91 091 ® 4mil Power Integrations Inc 0'59
Annual Report Gross Expense Ratio % 0.07 Py PoiteioSEates: Pt B Rl PSSO o
12b1 Expense % NA e B som Avg Index Cat @ 2 m.ll Sala.lnc 0.55
Risk and Retumn Profile ¢ P/ERatioTIM 208 073 100 @ 3 mfl Omnicell inc 0.54
3V 5Y 10Yr 2 P/CRatio TTM 85 052 087 @ 2mil Proto Labs Inc 0.54
629 funds 517 funds 367 funds £ P/BRatio TIM 19 048 468 @ 4 mil Crocs Inc 053
Morningstar Rating™ 3% 4k 5 —“ii— s geoI AvgMktCap 1922 001 045 g 2mil Chart Industries Inc 052
Morningstar Risk Avg Avg Ag L 4_‘ 2 $mi @ ........ 3m|| Exponentlnc RS 051
Morningstar Return A +Avg ng:l Fixed-l Style <) 3mil Advanced Energy Industries Inc 0.49
- o O e Avg Eff Maturity - @ 1mil Innovative Industrial Properties | 0.47
Standard Deviation NAV 2586 21.73 1857 - Avg Eff Durati — . : :
i g AvgEff Duration ) 3mil - Alarm.com Holdings Inc 0.46
Standard Deviation MKT 2594 2178 1859 ® Avg Wtd Coupon - 3mil Ensian Group Inc 045
Mean NAV 774 1236 1189 E AvgWid Price - @ gn Sroup :
Mean MKT 174 1237 1189 g Sector Weightings Stacks % Rel Std Index
Sharpe Ratio 0.36 0.59 0.67 v cyc}ical _ 435 142
MPT Statistics Standard Index BestFitindex ~ Credit Quality Breakdown — Bond % E Basic Matenal_s 58 257
. Russell 2000 TR AAA - Consumer Cyclical 135 1.08
USD  Ap — B Financial Services 155 1.15
Ao W 2m — 3 rea st
-Square : . BB = m v .
. Communication Services 29 0.27
12-Month Yield 1.11% B _

Potential Cap Gains Ex e BY Energy 35 1.53
overaged £ ) o Below B — [ Industrials 179 2.04
NR - Technolo
Leverage Type — - E]ecnogy152 ......................... 063
Leverage % 10000 Regional Exposure Stocks % Rel StdIndex ~ — Defensive 171 0.73
Primary Prospectus Benchmark S&P SmallCap 600  Americas 99.7 1.01 @ Consumer Defensive 36 0.52

TRUSD  Greater Europe 0.1 0.06 [E3 Healthcare 12.0 0.89
Greater Asia 03 582 [EJ Utilities 14 0.52
Operations
Family: iShares Ticker: IJR Mkt Price: 91.90
Manager: Multiple Incept: 05-22-2000 Base Currency: usb
Tenure: 13.0 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $63,026.1 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 622.85 mil NAV: 91.88
Type: ETF Prem/Discount: 0.02
- ] P p” Vi v which s original disributor is based, The informaton dat, et ‘
e L e st MOMNNESTAR®
Mormingstar, (3) may not be copied or redi (4) do not ment 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 ar accurate. Except as otherwise required by law, A shall not be far any trading d , 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 ere subject to change wimoutrnmit:e. Investment research is.pmduced and issued by subsidiaries of Morningstar, Inc.
A “tios and bxch €. | &

including, but not limited to, Morningstar Research Services LLC, registered with and governed by the U.S. St xchang: This report is | sales literature. If applicable it must be preceded P 7 5
or ied by a or equivalent, and di Please see at the end of this report.
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E Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index  Category Index Morningstar Cat
ISha res core M s CI EAFE ETF %Eé' Silver *hk MSCIACWI Ex ~ MSCI ACWI Ex US Fund Foreign Large
(USD) 11272020 676 US Fund Foreign Large ~ USANRUSD ~ USANRUSD  Blend
Blend
Performance 12-31-2020 investment Style
Quarterly Retuns ~ 1stQur 2nd Qtr  3rdQtr  4th Qtr Total % @ @ @ @ @ @ @ @ @ @ @ @ Equity
— e s 98 97 97 97 99 99 939 99 99 Stocks %
2018 -1.39 101 1.07 -13.03 -1420 vpee 1000 IRt SRS R
2019 1012 354 094 862 2267 Growth of $10,000
2020 2352 1588 552 1627 855 | o] == jShares Core MSC) EAFE ETF
Trailing Retums 1Yr 3Yr 5Yr  10Yr Incept (1:8'309 A
Std Mkt 12-31-20  8.17 — 793 — 129 12 ;gg e
SUNAV1231-20 856 ~ — 79 — 132 Standard Index
Mkt Total Ret 817 443 793 — 129 16,904
NAVTotalRet 855 454 792  — 132
+/- Std Index 2211 034 -1.00 — - ) )
+/- Cat Index 211 034 100 29— — T
T i s el L el — Performance Quartil
% Rank Cat 51 8 43 — 5858888 HHEHBHHR witincatgoy]
40 LGt 85 616 %6 — 209 | 20| 21| 2| 2013 | 2014 | 2015 | 26 | 2017 | 2wt | zmig History
Subsidized Unsubsidized

30-day SEC Yield 2020-03-31 346 o — — — | — 2242 833 | 073 | 158 | 2659 |-14.13 | 2263 | 8.17 Mkt Total Ret %
Performance Disclosure - — — | —|2373| -482 | 053 | 136 | 26.42 [-14.20 | 2267 | 855 NAV Total Ret %

The Overall Morningstar Rating is based on risk-adjusted retums, —| —| —| —| 844|086 619 -313| 077 | 001 | 116 | -211 +/- Standard Index
derived from a weighted average of the three-, five- and 10-year =l =] - | 844/ -09 | 6.19| -313| -077 | 0.01 | 116 | -2.11 egory Index
(fapplicable) Momingstar metrics, e e S T L T T L T .

The performance data quoted represents past performance and
does not guarantee future results. The investment return and 3
principal value of an i will fl thus an investor's Avg Prem/Discount %
shares, when sold or redeemed, may be worth more or less than

their original cost.

Portfoiio Analysis 01-20-2021

Top Holdings 01-13-2021

Current performance may be lower or higher than retum data Asset Allocation % Net%  long% Short%  ShareChg  Share Holdings : ) Net Assets
quoted :eerein. For perfar);nance deata curgrent to the most recent Cash 055 056 000 gram Amount %@25%“2;3'&,??:5?, - 3 Total Fixed-Income, %
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 0.91 0.91 0.00 13mil Nestle SA 170
F:::':‘:z’”“‘” g‘g:dt’s Stocks 93:33 93:3‘0’ 3133 3milRoche Holding AG Dividend Fight Co 131
Management Fees % 007  Other/Not Clsfd 013 013 000 Zmil - ASML Holding NV 1.21
Annual Report et Expense Ratio % 0 Toa T o000 0 000 imil it A . 112
Annual Repert Gross Expense Ratio % 0 — 1m "LVMH MoetHennessyLomsVurtton S E ................ 089
12b1 Expense % N EmivSvle o PobloSutistis I niex o 54mil AIA Group Ltd 085
Risk and Return Profile § P/E Ratio TTM 212 104 101 9mil Toyota Motor Corp 0.82
3vr 5Yr oy L __|® P/CRatioTTM 89 09% 091 12mil Unilever PLC 0.81
676 funds 586 funds 382 funds =z P/BRatio TTM 1.7 092 320 6 mil AstraZeneca PLC 071
Morningstar Rgting“‘ 3% 3% — ¢ g;% AvgMktCap 27597 063 0.56 5mil SAPSE 0.89
Mom!ngstar fisk Avg Avg - 7mil  SoftBank Group Corp 0.69
Morningstar Retur Ag A —  Fixed-Income Style smil Sony Corp 0.67
. o S e e AvgEff Maturity — gmil Novo Nordisk A/S B 0.65
Standard Deviation NAV 1843 1565 B g AvgEff Duration - 8mil Commonwealth Bank of Australia 0.60
Standard Deviation MKT 1804 1514 — ~  Avg Wtd Coupon — 1mil Total SA ’
Mean NAV 45 792 — E AvgWud Price - it Tofa 059
Mean MKT 443 7.93 — g Sector Weightings Stacks % Rel Std Index
Sharpe Ratio 025 049 — B Cyclical 390 0.95
MPT Statistics Standard Index BestFitingex ~ Credit Quality Breakdown — Bongo [ Basic Materials 80 1.00
NAV MSCIEAFENRUSD  AAA - Consumer Cyclical 1.1 0.91
Alpha -0.30 0.24 AA — Financial Services 15.6 0.87
Beta 1.00 02 A — [ Real Estate 42 1.57
RSquared 9750 wEs B = wSensmve 352 i
12-Month Yield 1.89% BB — [ Communication Services 58 0.74
Potential Cap Gains Exp — B i Y Energy 33 0.75
Leveraged No BelowB — [ Industrials 16.3 1.43
Leverage Type — NR - Technology 9.8 0.75
Leverage% 100'00 ReginnalExpnsure Stocks % Rel Std Index —»Defensive 25-3 1.16
Primary Prospectus Benchmark MSCI EAFE IM{JQIS Americas 09 010 [ Consumer Defensive 98 107
Greater Europe 60.2 1.42 ﬂ Healthcare 12.4 1.26
Greater Asia 389 081 [KJ Utilities 37 1.1
Operations
Family: iShares Ticker: IEFA Mkt Price: 69.09
Manager: Multiple Incept: 10-18-2012 Base Currency: usb
Tenure: 8.3 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $86,108.1 mil Exchange: BATS Z-EXCHANGE Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 1,211.40 mil NAV: 69.40
Type: ETF Prem/Discount: -0.45

©2021 Momingstar. 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 ®
opinions contained herein (1) include the jal and propri [ ion of Momi (2) may include, or be defived from, account information provided by your financial professional which cannot be verified by M( )HNINBSI AH
Momingstar, (3) may not be copied or redistril {4) do not 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, Momingstar 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, Momingstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commissian. This report is suppl | sales literature. If applicable it must be preceded P 7 6

or ied bya p or equivalent, and di Please see discl at the end of this report. 71




Release date 12-31-2020
5 - Mormingstar Analyst Rating™ Overall Morningstar Rating™ Standard index  Category Index  Morningstar Cat
lShares core Msc' Emerglng = Kk K MSCI ACWI Ex MSCIEM NRUSD  US Fund Diversified

% Bronze
Markets ETF (USD) 03-31-2020 7 S i i A MLUSD Emerging Mkts
merging Mkts

Petomanea 23120 | | 60 |9 |9 |8 | B9 |20 | | | BB @B e

Quarterly Returns ~ 1stQtr 2ndQtr  3rd Qtr  4thQtr Total % [ _ % 9 % a7 99 00 | 100 | 100 | 100 g(t](lljtl::(ys%

2018 120 -7.76 -1.37 -7.34 -1489 :

2019 953 047 428 M54 1750 | Growth of $10,090

2020 -2440 1880 977 1878 1818 & o . == iShares Core MSC! Emerging

Traifing Retums Yr 3V 5V 10Yr lncept '1\’;3[;';3‘5 ETF

Std Mkt 12-31-20 1788 — 1235 — 535 Caiegory Average

SNAV1231-20 1818 — 1225  — 539 15,027

Mkt Total Ret 1788 571 1235 — 535 Standard Index

NAVTowlRet 1818 581 1225  — 539 10

+/- Std Index 753 083 332 — -

+/- Cat Index 213 03 2% e e e e e T e s &

HTENEERR L T TR0 e T T perto Quarth

% Rank Cat L B B EH B EHEB B B B EE  rmeme

No. in Cat % 67 W — 209 | 200 | 21 | z| w3 | ama| 2015 | 2016 | 2007 | 2018 | 2mg | 1220 History

Subsidized Unsubsidized

30-day SEC Yield 2020-03-31 e | | —| 28| a4 431 | 102 | 3740 |-1a83 [ 1778 Mkt Total Ret %

Performance Disclosare — — — — | -2.16 | -2.04 |-13.86 | 9.98 | 36.78 |-14.69 | 17.50 NAV Total Ret %

The Overall Momingstar Rating is based on risk-adjusted returns, +/- Standard Index

derived from a weighted average of the three-, five-, and 10-year +/- Category Index

(if applicable) Morningstar metrics. kC

The perfc data quoted rep past perfc and

does not guarantee future results. The investment return and Avg PromyDi B
vg Prem/Discount

principal value of an investment will fluctuate; thus an investor's
shares, when sold or redeemed, may be worth more or less than

their original cost. Top Holdings 01-13-2021

Portfolio Analysis 01-20-2021

Current performance may be lower or higher than retum data Asset Allocation % Net%  long%  Short% gi'::? Chg Anslgﬁﬁ ;‘%’g{"%:él Stocks . 0 Total Fixed-Income Net Asseot/:
quoted herein. For performance data current to the most recent Cash 0.16 0.27 011 012021 15% Turnover Ratio ‘
month-end, please call 800-474-2737 or visit www.ishares.com. US Stocks 0.21 0.21 0.00 201 mil Taiwan Semiconductor Manufacturing 601
e st A A8 00 o et
Management Fees % 041 Other/Not Clsfd 0.04 0.04 0.00 15 m!l Alibaba Group Hcl'dmg Ltd ADR 5.31
. R SIS 39mil  Samsung Electronics Co Ltd 3.99
Annual Report Net Expense Ratio % 014 Total 100.00 100.11 0.1 29mil Meituan 182
Annual Report Gross Expense Ratio % 0.14 Exity Siyle e e R T e R
12b1 Expense % Na YR Avg Index  Cat 4 m!l Naspers Ltd Class N 1.08
Risk and Return Profile z.-—— o P/ERatio TTM 189 093 087 7 mil - JD.com Inc ADR 0.87
IV 5Yr 10Yr |2 P/CRatio TTM 103 1.00 082 23 mil  Reliance Industries Ltd 0.85
697 funds 597 funds 278 funds z P/BRatio TTM 19 1.08 5.10 48 mil Ping An Insurance (Group) Co. of C 0.82
Morningstar Rating™ 3% 3% — g gﬁfﬁ Avg MktCap 37629 085 0.58 783 mil China Construction Bank Corp Class 081
et i o
Fixed-Income Style 2mil Baidu Inc ADR 0.75
S Y O e e AvgEfMaturity ~ 3mil Pinduoduo Inc ADR 0569
Standard Deviation NAV 2004  17.61 — = AvgEff Duration _ il SK s e [].68
Standard Deviation MKT 2033 17.73 — ~ Avg Wtd Coupon — 30mil V. ALEyS A '
Mean NAV 581 1225 @ — £ AvgWid Price — m 0.68
Mean MKT 571 12.35 — g Sector Weightings Stocks % Rel Std Index
Sharpe Ratio 0.31 0.68 — b Cyclical 435 1.06
MPT Statistics Standard Index BestFitIndex ~ Credit Quality Breakdown — Bond % E Basic Materials 78 0.96
NAV MSCIEMNRUSD ~ AAA — Consumer Cyclical 16.5 1.36
Alpha 1.07 035 AA — B Financial Services 16.5 0.92
Beta 1.04 O A ] — B Real Estate 27 1.02
R Squared 57 w5 S Sensmve “2 113
12-Month Yield 187% BB — B Communication Services 122 1.54
Potential Cap Gains Exp — B T B Energy 46 104
Leveraged No BelowB — [ Industrials 52 0.48
Leverage Type — NR B Technology 213 1.63
Le)/erage % 100.00 Regionai Exposure Stocks % RASdindex —» Defensive - 1 3.2 ........................ 0.59
Primary Prospectus Benchmark MSCI EM IMbgg Americas 78 082 [ Consumer Defensive 59 064
Greater Europe 19 0.28 [ Healthcare 52 0.53
Greater Asia 80.3 167 K3 Utilities 2.1 0.63
Operations
Family: iShares Ticker: IEMG Mkt Price: 62.04
Manager: Multiple Incept: 10-18-2012 Base Currency: usb
Tenure: 8.3 Years Expiration Date: — Legal Structure: Open Ended Investment Company
Total Assets: $77,052.5 mil Exchange: NYSE ARCA Backing Bank: BlackRock Fund Advisors
Shares Outstanding: ~ 1,155.00 mil NAV: 62.11
Type: ETF Prem/Discount: 0

©2021 Momingstar. All Rights Reserved. Unless oth
opinions contained herein {1) include the ial a

Momingstar, (3) may not be copied or

including, but not limited to, Momingstar Research Services LLC, registered
ied by a i and discl Please see

ierwise pravided in a separate fagreemem, you
of Momi

ind prop
distributed, (4) do not
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i (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a sacurity,

and {6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Momingstar 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.
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Release date 12-31-2020

H Morningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category Index Morningstar Cat
Baird Aggregate Bond Inst &3 Gold Sokdkok BBgBarc USAgg  BBgBarcUSAgg  US Fund Intermediate
(USD) 02-19-2020 380US Fund Intermediate ~ Bond TRUSD ~ Bond TRUSD  Core Bond

Core Bond
Performance 12-31-2020 Investment Style
QuarterlyRetums  1stQu 2nd Qi 3O 4th Qu Total % W EE e e | | Fixed-Income
88 83 94 97 98 96 98 97 97 97 94 91 Bond %
2018 -152 024 007 1.4 030 -
2019 332 316 241 030 948 Growth of $10,000
2020 150 479 106 107 863 == Baird Aggregate Bond Inst
— 18,979
Trailing Rf?ums 1Yr 3Yr 5Yr  10Yr  Incept Category Average
Load-adj Mthly 863 584 504 468 550 2 17,722
$td12-31-2020 863 — 504 468 550 - Standard Index
Total Return 863 584 504 468 550 16450
+/- Std Index 112 050 061 084 —
+/- Cat Index 112 050 061 084 funRVCRPUROY ESUSUUOY PSRN SRR TSRS SUCUUUION SURRSIUSY SUUOUUURINY SURURRRRY INURPRRNN ISURURURRY OSSO m
% Rank Cat 22 14 1 5 E Performance Quartile
L TP (within category)
No. in Cat 415 380 330 252 .
| 12-20 Histery
Subsidized Unsubsidized 1.7 NAV/Price
T-day Yield - - 863 Total Return %
30-day SEC Yield 12-31-20 1.33 0.00 112 +/- Standard Index
Performance Disclosure 1.12 +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns, o
derived from a weighted average of the three-, five-, and 10-year 415 :
(if applicable) Morningstar metrics. No. of Funds i Cat
The perf: data quoted rep past perf and x PN =
does not guarantee future results. The investment return and Portfolio Aflalysls 12312020 Top Holdings 09‘30_202,0 .
principal value of an investment will fluctuate; thus an investor's ~ AssetAllocation % Net% Long% Short% ~ ShareChg  Share Holdings: ) Net Assets
Cash 5.39 5.39 000 Since Amount 0 Total Stocks , 1,753 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than as| 09-2020 31% Tumover Ratio
their original cost. US Stocks 0.00 0.00 0.00 1,329 mil United States T B o
Current performance may be lower or higher than return data Non-US Stocks 0.00 0.00 000 @ b m! _n it ta_ es Treasury Bonds 2_'875 % 5.1
quoted herein. For performance data current to the most recent Bonds 9076 9076 000 @ 1,544 "‘fl First American Government Obligs U 4n
month-end, please call 866-442-2473 or visit Other/Not Clsfd 385 3.85 000 © 1,092 mil  United States Treasury Notes 1.875% 339
www.bairdfunds.com. Towl T 10000 10000 """" 0 o0 @ 899 mil Unfted States Treasury Bonds 2.5% 3.26
Fees and Expenses @ 617 mil  United States Treasury Notes 2.25% 2.08
Eaui Portfolio Statisti Port Rl Rel  ooeeooeomieennns O OO
Sales Charges ::»M;::M ° Mg dex  Cat @ 567 mil  United States Treasury Notes 2.5% 1.86
Front-End Load % NA g P/ERatio TIM - - — @ 534 mil  United States Treasury Notes 2% 1.77
Deferred Load % NA @ ’;ﬁg gazgo Pn\h: - - - 474 mil United States Treasury Notes 2.125% 1.50
= atio _ - — y i
E 4 It
o s i e I oo
Management Fees % 0.25 £ $mi 9 .. 2 ted it T e e N s
12b1 Expense % NA @ 167 mil - United States Treasury Notes 1.625% 0.54
. Fixed-Income Style i
Net Expense Ratio -% 0.30 e Avg Eff Maturity 7.0 <) :% m|: gederal HUTT\; Lt{an Bla'\r/\lks 4% N 0.53
Gross Expense Ratio % 0.30 l l = AvgEff Duration 62 © mf overnment National Mortgage Assoc 0.48
Risk and Return Profile ¥ Avg Wtd Coupon 335 3% 107mil FomaPass-Thru12.5% 0.35
v Svr - £ AvgWid Price 1m91 3% 110 mil Towd Point Mortgage Trust 1.75% 0.34
380 funds 330 funds 252 funds | , g ——
Morningstar Rating™ A% A% [ ector ;'9 ings Stacks % Rel Std Index
Morningstar Risk Avg Avg AVY  Credit Quality Breakdown 12-31-2020 Bond % ‘B:yc. "::1‘ - - -
Morningstar Return +Avg  +Avg  High AAA 56.30 asic Matenals - -
AA 350 & Consumer Cyclical — —
s SYe oo 1580 B3 Financial Services — —
Standard Deviation 381 341 3n -
Mean 5.84 5.04 468
harpe Rati 1.12 112 1.29 ' . .
Sterpe fato T 000 [ Communication Services = —
MPT Statistics StandardIndex  BestFitindex  Below B 000 Y Energy — —
~ BBgBarcUS R 000 [ Industrials — —
Universal TR USD
Alpha 0.22 0.02  Regional Exposure Stocks % Rel Std Index
Beta 1.07 108 Americas — - ;
R-Squared 91.19 9800 Greater Furope _ __ = Consumer Defensive — =
12-Month Yield 225%  Greater Asia k3 Healthcare = -
Potential Cap Gains Exp 3.47% K3 Utilities _ o
Operations
Family: Baird Ticker: BAGIX Purchase Constraints: -
Manager: Multiple ISIN: US0570718546 Incept: 09-29-2000
Tenure: 20.3 Years Minimum Initial Purchase: ~ $25,000 Type: MF
Objective: Income Min Auto Investment Plan: ~ $25,000 Total Assets: $33,174.71 mil
Base Currency: usD Minimum IRA Purchase: $25,000
ingstar. All Ri . i ided i 3 i ly i in which its original distributor is based. The information, data,
L T e Bt MOINNGSTAR?
Morningstar, (3) may nat be copied or redistri {4) do not itute 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, Momingstar 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, Momingstar Research Services LLC, registered with and governed b)y th_e U.S. Securities and Exchange Commission, This report is suppl | sales literature. If applicable it must be preceded P 7 9

or byap or equivalent, and discl Please see imp at the end of this report. 73
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H Morningstar Analyst Rating™ Overall Momingstar Rating™ Standard Index Category Index Morningstar Cat
M etr opo I I ta n weSt TOtaI ﬂ Gold Ak B3gBarc US Agg  BBgBarc US US Fund Intermediate
Retu Iin Bd l ( USD) 12-01-2020 543 US Fund intermediate Bond TR USD Universal TRUSD ~ Core-Plus Bond
Core-Plus Bond

31 investment

u'::r::l;'::t:;: N 311:[(];0 ndQr 3dQr  4thQu Total % @ @ @ @ @ @ @ @ % @ @ % F?::d"":"'“s;m
87 | 8 | 9 | % | 93 | 8 | 95 | % | 8 | 95 | % | 9% Bond %
2018 -1.30 -009 004 153 0.6 S e
2019 320 320 224 019 909 ...l .. [ Growth of $10,000
2020 232 407 126 120 9N A Metropolitan West Total
A0k Return Bd |
Trailing Retums 1Yr 3yr 5Yr  10Yr  Incept 20,805
Load-adjMthly 911 604 479 474 609 ol L L ~ Category Average
Std 12312020 941 — 479 474 609 2 T 18,847
Total Retum 911 604 479 474 609 peamdard Index
+/- Std Index 161 070 035 090 —
+/- Cat Index 154 058 -0.08 057 — o %
% Rank Cat 29 24 55 23 — —] Performance Quartil
l\f e t ..... . & . 543 E 464 . 343 E E — E E E (withi:::tegory) o
o.tnta 2014 | 2015 | 2016 | 2017 { 2018 | 2019 | 12-20 History
] Subsidized Unsubsidized 10.66 | 10.39 | 1093 | 11.18 NAV/Price

7-day Yield 01-22-21 .13 — 343 | 06| 909 | 9nt Total Return %
30-day SEC Yield 12-31-20 1.10 288 +/- Standard Index
Performance Disclosure +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns,
derived from a weighted average of the three-, five-, and 10-year No. of Fonds in et

{if applicable} Morningstar metrics.

The pe (IR ftod epnemsils st M portfolio Analysis 12-31-2020

does not guarantee future results. The investment return and i Share Ch Sh Holdings -
principal value of an investment will fluctuate; thus an investor's ~ Asset Allocation % Net% Long%  Short % a1 L o s Net Assets

i A T ixed-|
s}/:a(es, Av;fhe;v sold or redeemed, may be worth more or less than ﬁgsgmws ?'1"2‘:]20 mount gogx;immut; ’1‘; ?09 Total Fixed-Income, %
their origina cost. = =
Current performance may be lower or higher than return data Non-US Stocks @ 1322 m!] Un!ted States Treasury Notes 0.12% 8.08
quoted herein. For performance data current to the most recent Bonds © 5868 m!I Un!ted States Treasury Notes 0.12% 6.26
month-end, please call 800-241-4671 or visit www.mwamiic.com.  Other/Not Clsfd @ 4,998 mil  United States Treasury Notes 0.38% 5.53

Fees and Expenses @ 4,431 mil  United States Treasury Bonds 1.62% 4.87
Sales Charges — 4,173 mil United States Treasury Notes 0.12% 4.61
ro— Portiolio Statistics Pt Rl Rel oot L S
Front-End Load % NA v!::;ﬂv:“!rleam oo ¢ Avg Index Cat @ 3,505 mil Federal National Mortgage Associat 4.02
Deferred Load % NA g P/E Ratio TTM — T T 3%  2925mil Federal National Mortgage Associat 3.35
p ®  P/CRatio TTM T T T 3% 2800mil United States Treasury Notes 0.38% 3.09
;;" E""""”: oo % - £ gﬁ ’Z‘;‘;"JL "’éap T T T @  2758mil United States Treasury Notes 0.25% 3.03
anagement rees - g o - T = 1,728 mil  Government National Mortgage Assoc 1.99
12b1 Expense% NA e $mil @ .................. ISP IR gg ..............................
Net Expense Ratio % 0.46 T ~ e 1,652 mil Federal National Mortgage Associat 1.92
ed-| me e H i
Gross Expense Ratio % 9.46 ey Avg Eff Maturity 797 e 1,642 m!I Un!ted States Treasury Notes 0.88% 1.81
i 18 Yot Ex ) © 1741 mil United States Treasury Bonds 1.38% 1.80
Risk and Return Profile = Avg Eff Duration 5.58 X )
1% AvgWid Coupon 215 3% 1,397 mil United States Treasury Notes 0.62% 1.54
3 5Yr 10Yr ga . V9 P . . B
543 funds 464 funds 343 funds & AvgWid Price 10442 @ 1,193 mil  Government National Mortgage Assoc 1.39
- sT™ —
Momfﬂgmaf R_atmg 4 3% (34 I g Sector Weightings Stocks % Rel Std Index
Morningstar Risk -Avg -Avg -Avg N, Cyclical
i A Avg  Credit Quality Breakdown 09-30-2020 Bond % - ) - -
Morningstar Return +Avg vg +Avg A'X:\ Quality Breakdown 0! s; . B3 Basic Materials B B
3 SYe 0w 308 &) Consumer Cyclical — —
Standard Deviation 3.54 3.16 293 663 [EJ Financial Services = —
6.04 479 QT4 e o .
g/:]ean . T e 1676 [ Real Estate
arpe Ratio P . . BB 291 w» Sensitive — —
MPT Statistics Stendard index ~ BestFithdex D i 078 Y Communication Services — —
_ BBgBarcUS  Bolow B 268 [ Energy - —
Universal TRUSD g 000 [ Industrials — —
Alpha 0.56 0.51
[E Technology _
Beta 1.03 1.01  Regional Exposure Stocks % Rel Std Index :
R—Squared 96.51 96.68 Americas —_ —_ gefenswen fensive - -
12-Month Yield 1.70%  Greater Europe — — E ng:;:::rre erensive — —
i i 085% Greater Asia — _ al — _
Potential Cap Gains Exp % D Utiities - B
Operations
Family: Metropolitan West Funds Base Currency: UsD Purchase Constraints: —
Manager: Multiple Ticker: MWTIX Incept: 03-31-2000
Tenure: 23.8 Years ISIN: US5929055094 Type: MF
Objective: Corporate Bond - General Minimum Initial Purchase: ~ $3 mil Total Assets: $89,404.46 mil
i i . i ided i , thi ly in th in which its original distributor is based. The information, data, analyses and
e L b, MANNESTAR®
Momingstar, (3) may not be copied or redistri {4) do not itute 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 ar accurate. Except as otherwise required by law, Momi shall not be ible for any trading d 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, regi withand g y the U.S. ities and Exchange Commi This repart is suppl | sales literature. If applicable it must be preceded P 8 0
or ied by a or equivalent, and discl Please see importar at the end of this report. 74
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TIAA-CREF Core Bond Instl

Niorningstar Analyst Rating™ Overall Morningstar Rating™ Standard Index

Category Index

Morningstar Cat

g Silver Kok BBgBarc US Agg  BBgBarc US US Fund Intermediate
(USD) 02-24-2020 543 US Fund Intermediate Bond TR USD Universal TRUSD  Core-Plus Bond
Core-Plus Bond
Performance 12-31-2020 Investment Style
Quarterly Returns 1stOtr 2nd Qtr  3rdQtr  4th Qtr Total % % @ % ;ic):eg“l;come
n
2018 128 029 007 113 -038 - ’
2019 344 312 228 023 935 Growth of $10,000
2020 091 565 129 173 787 TIAA-CREF Core Bond Instl
17,602
Trailing Returns 1¥r  3Yr  5Yr  10Yr  Incept Catggory Average
Load-adj Mthly 787 553 505 445 525 18,847
$td12-31-2020 787 — 505 445 525 ~ Standard Index
Total Return 787 553 505 445 525 16450
+/- Std Index 036 019 061 061 —
+/- Cat Index 030 007 018 029 —
% Rank Cat 57 44 42 37 Performance Quartile
Cenrneinanntnta e eeseatestenneaneasnann st st enen o ithi
No. in Cat 602 543 464 343 i
History
Subsidized Unsubsidized NAV/Price

7-day Yield — — Total Return %
30-day SEC Yield 01-21-21 161 3.16 +/- Standard Index
Perfarmance Disclosure +/- Category Index
The Overall Momingstar Rating is based on risk-adjusted returns,
derived from a weighted average of the three-, five-, and 10-year :

No. of Funds in Cat

{if applicable) Morningstar metrics.

The perf data quoted rep past perfc and e 5
does not guarantee future results. The investment return and Portfulio Analysis 11-30-2020 )
principal value of an i will i thus an investor's ~ Asset Allacation % Net% long% Sho% ~ ShareChg  Share Holdings: ) Net Assets
shares, when sold or redeemed, may be worth more or less than Cash 9.94 9.94 0.00 :'[;1-027)20 S ?32);: lTﬁIgcotZr ,;;7: Total Fixed-income, %
their original cost. US Stocks 0.00 0.00 0.00 ] . . .
Current performance may be lower or higher than retum data Non-US Stocks 0.00 0.00 poo0 3% 143 m! Fe‘?e"" National Mortgage Associat 197
quoted herein. For performance data current to the most recent Bonds 9581  95.81 000 3¢ 151 mil - United States Treasury Notes 0.25% 1.93
month-end, please call 877-518-9161 or visit www.tiaa.org. QOther/Not Clsfd 575 195 770 3% 140 mil - Government National Mortgage Assoc 1.87
Fees and Expenses Total1000010770 """" 770 3« 110 mil  Federal National Mortgage Associat 147
Sales Charges ) 107 mil - Federal National Mortgage Associat 1.43
p— Porttolio Statisti POt el Rel o ovomr ot e
Front-End Load % NA v‘::r':::hsm ¢ '? “ A?Ig Indeex C:t % 79 mil Government National Mortgage Assoc 1.08
Deferred Load % NA g Z‘E: :atl_o 1]:2\\/1/] - — = 74 mil Federal National Mortgage Associat 0.99
< atio - - - 75mil  United States Treasury Bills 0% 0.95
;:: af"::]ns:: foos o S Eﬁ 'Zavt:h}';'\’éap - T - 55mil United States Treasury Bonds 3% 0.94
Miaganent e % - Eameter T o 7 Ui Sots ooy Bords 330% 088
Net Expense Ratio % 030 - 47 mil - United States Treasury Bonds 3.5% 0.82
Gross Expense Ratio % 0.3 F':'”::’"‘: Style Avg Ef Maturity S, T 61 m?l Federal National. Mortgage Assaciat 0.81
Risk and Roturn Profile . Avg Eff Duration 5op 3 55mil - Government National Mortgage Assoc 0.73
- . o B Avg Wid Coupon 378 43mil United States Treasury Bonds 2.75% 0.70
543 funds 464 funds 343 funds £ AvgWid Price 10825 % 46 mil  United States Treasury Notes 0.5% 0.58
Morni T
M:J)::::g:::: ::l:"g :‘Z :‘Z :\Z g Sector Weightings Stocks % Rel Std Index
ot _ .
Morningstar Return Avg Avg Avg ZrAe:it Quality Breakdown 10-31-2020 B:;dzeé a B;sic Materials o B
3¥r SYr 0¥ 570 3 Consumer Cyclical — —
Standard Deviation 434 376 332, 1516 & Financial Services s —
.53 5. 4' 45 .........................................................................
g]ean Rati g 2 1 gg 115 EBB up B
arpe hatio i . . BB 357 w Sensitive — e
MPT Statistics Standard Index Best Fit Index B .............................................................. 2 42 ! Communication Services - -
BBgBarc US Credit  Below B 043 Y Energy — s
TRUSD )
NR 135 [} Industrials — -
Alpha -0.04 0.53 Technology — —
Beta 1.07 0.65 Regional Exposure Stocks % Rel StdIndex  “r--oeieiennns SR L R RPN T PSP PPN
H~Squared 69.43 9541 Americas — . = Defensive ) —_ —
12-Month Yield 238%  Greater Europe — - H EIO"IS‘,‘:"B' Defensive - -
Potential Cap Gains Exp 106% Greater Asia — — K Healtheare - -
EJ utilities — .
Operations
Family: TIAA Investments Base Currency: usD Purchase Constraints: —
Manager: Multiple Ticker: TIBDX Incept: 07-01-1999
Tenure: 17.1 Years ISIN: US87244W6075 Type: MF
Objective: Income Minimum Initial Purchase: ~ $2 mil Total Assets: $8,259.13 mil

©2021 Momingstar. 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
| and i i ion of Morni (2) may include, or be derived from, account information provided by your financial professional which cannot be verified by
advice offered by Momingstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security,
i i i isions, damages or other losses resulting from, or related to, this
ithout notice. Investment research is produced and issued by subsidiaries of Moringstar, Inc.
issi I | sales literature. If applicable it must be preceded

opinions contained herein (1) include the n
Morningstar, (3) may not be copied or redistri {4) do not g
and (8) are not warranted to be correct, complete or accurate. Except as otherwise required by law,
information, data, analyses or opinions or their use. Opinions expressed are as of the date written and are subject to change wi
including, but not limited to, Momingstar Research Services LLC, registered with and governed by the U.S. Securities and gxcha inge C
or ied by a p ar equivalent, and discl Please see i at the end of this report.
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H Morningstar Analyst Rating™ Overall Merningstar Rating™ Standard Index Category Index Morningstar Cat
B ran dyw' ne G I'o BAI‘ G ' Obal £Z Bronze Fokkok ok BBgBarc USAgg  BBgBarc Global ~ US Fund World Bond

0pp Bo"d I (U s D) 10-13-2020 180 US Fund World Bond Bond TR USD Aggregate TR USD

Performance 12-31-2020 Investment Style
Quarterly Returns 1stOtr 2nd Qtr 3rdOtr  4th Otr Total % @ @ @ @ @ @ @ @ @ ﬁ @ @ Fixed-Income
88 92 85 76 83 90 98 92 95 67 56 48 Bond %
2018 394 -679 -088 -1.07 -4.99 R
2019 293 359 -179 422 9.4 Growth of $10,000
2020 -11.36 1076 385 1037 1252 == BrandywineGLOBAL Global
— Opp Bond |
Trailing Returns 1Yr 3Yr 5Yr  10Yr Incept 21,411
Load-adj Mthly 1252 527 665 453 6.89 Category Average
Std 12-31-2020 1252 — 6656 459 6.89 16,142
TotalRetum 1252 527 665 459 689 e
+-Stdlndex 501 -007 221 075 — '
+/- Cat Index 332 042 186 176 EuPORPURS ESURURINE RUSRIRUURY UIURIURN [SRVUURUSU UUSSUNUS SUUSURUUIO! SUTSUUORR! URUSSRURURY IUUSTUU SUURTURNY SRR M
% Rank Cat 7 18 2 2 — Performance Quartile
s s e = 1 = H=H == =N=R=H=1=1 = A= Rt
o-inta 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2018 | 12-20 Histnry
. Subsidized Unsubsidized 10.12 | 10.60 | 10.85 | 11.71 | 10.79 | 10.92 | 9.75 | 10.04 | 10.80 | 9.89 | 1063 | 11.92 NAV/Price
7-day Yield 01-22-21 0.00 209 | 1303 | 7.79 | 1316 | 404 | 6. 91| 1272 | 433 | 914 | 12. Total Retum %
30-day SEC Yield — - +/- Standard Index
Performance Disclosure +/- Category Index
The Overall Morningstar Rating is based on risk-adjusted returns, o Rank Cat
derived from a weighted average of the three-, five-, and 10-year -+ onofe s de b B SRS TR e hankLat PSRRI
No. of Funds in Cat

(if applicable] Momingstar metrics.

The perfc data quoted rep past performance and " v
does not guarantee future results. The investment return and Portfolio Analysis 12-31-2020 N
i ; i . i s Asset Allocation % Net% long% Short%  ShareChg  Share Holdings : Net Assets
principal value of an will thus an investor's 9 . !
Cash 649 9000 8351 Since Amount 0 Total Stocks , 189 Total Fixed-Income, %
shares, when sold or redeemed, may be worth more or less than 09-2020 103% Turnover Ratio
their original cost. US Stocks 049 0.49 0.00 336mil United S T
Current performance may be lower or higher than return data Non-US Stocks 0.00 0.00 o0 @ m! nited States Treasury Notes 0.15% 14.48
quoted herein. For performance data current to the most recent  Bonds 8774 8781 007 @ 101 m!l JPMO' gan US Government MMk Instl 435
month-end, please call 877-721-1926 or visit Other/Not Clsfd 528 528 000 3% 79mil United States Treasury Notes 0.15% 34
www.leggmason.com. Total 10000 18358 """ 8358 <) 1,355 mil Mexico (United Mexican States) 7.7 3.39
Fees and Expenses 1,116 mit Mexico {United Mexican States) 8.5% 3.00
Eoui Portfolio Statistics  Port Rel  Rel v oreierees . e S e e
Sales Charges quity Style Avg Index Cat 1,052 mil - Mexico {United Mexican States) 8.5% 2.78
Valve  Blend Growth . o N
Front-End Load % NA g P/E Ratio TTM - - — 9 64 mil United States Treasury Notes 0.21% 2.78
Deferred Load % NA ®  P/CRatio TTM - - - 200,400 Republic of Colombia 5% 271
= P/BRatio TTM - = = mil .
Fund Expenses Kt Ca - - - ® 268 mil  Secretaria Tesouro Nacional 10% 263
Exp i Geo Avg Mkt Cap
Management Fees % 0.50 g $mil €) 680,602 Indonesia (Republic of) 9% 2.50
12b1 o NA m! .............................................................................
Nzebt Ei"p;a::‘; I/:atio 5 06g Fixed-income Style 55mil - Goldman Sachs Group, Inc. 0.96% 2.38
G :,( nse Rati ou/ 0:68 W Moo e Avg Eff Maturity 8.33 62 mil Australia (Commonwealth of) 5.75% 225
ross Expense Ratio % = AvgEif Bgratlon 392 52 mil - Ford Motor Credit Company LLC 1.04% 2.24
H L A _ . .
Risk and Return Profile N o o " A:g w:d Pg‘cll:’“ T 45 mil Bank of Nova Scotia 0.63% 1.97
(i T (A | 811 mil  Republic of South Africa 8.759 :
180 funds 169 funds 115 funds l | g ® s Hfinga E70% 19
Mormningstar Rating™ 3% 5k 5% Sector Weighti Stocks % Rel Std Index
Morningstar Risk High  High  +AV§  gredit Quality Breakdown 11-302020 Bond%  f Cyciical — —
Morningstar Return +Avg High High  AAA 25.49 Y Basic Materials — —
3Yr 5Yr 10¥r ﬁA 1;?3 B Consumer Cyclical — —
Standard Deviation 1050 959 812 o . e E9 2 Financial Services — —
Mean 527 665 459 ggﬂ ?gg; [ Realbstete S =
Sharpe Ratio 0.40 0.60 0.52 B 03p W Sensitive — —
e F T E Communication Services _ .
MPT Statistics Standard Index BestFitindex  Below B 0.00 E
JPM GBI-EM Global R 0.00 Y Energy - -
Diversified TR USD ES3 Industrials — —
Alpha 063 245  Regianal Exposure Stocks % Rel StdIndex  [E] Technology — —
Ee;a d g?g Bgzg Americas _ 2 Detenaive B R e
“>quare i : =" Greater Europe — —  E& Consumer Defensive — —
12-Month Yield . —  Greater Asia — — [E3 Healthcare — —
Potential Cap Gains Exp -6.81% ﬂ Utilities — —
Operations
Family: Franklin Templeton Investments  Ticker: GOBIX Purchase Constraints: A
Manager: Multiple ISIN: US5246863345 Incept: 03-19-2009
Tenure: 14.2 Years Minimum Initial Purchase: ~ $1 mil Type: MF
Objective: Worldwide Bond Min Auto Investment Plan: ~ $1 mil Total Assets: $2,305.06 mil
Base Currency: UusD Minimum IRA Purchase: $1 mil
ingstar. Al Rights R LU therwi ided i ] hi ly in th in which its original distributor s based, The information, data, anal d ;
e e e, MYANNESTAR®
Morningstar, {3) may not be copied or redistri (4) do not itute 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, Mori shall not be ible 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, Momingstar Research Services LLC, registered with and governed by the U.S. Securities and Exchange Commission. This report is I sales literature, If applicable it must be preceded P 8 2
or ied by a prosp or equil and discl Please see important disclosures at the end of this report. 76
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Morningstar Analyst Rating™ Overall Momingstar Rating™ Standard Index Category Index Morningstar Cat
PIM co Income Ins“ (USD) & Gold Fhokk BBgBarc USAgy  BBgBarc US US Fund Multisector
05-20-2020 295 US Fund Multisector Bond TR USD Universal TRUSD ~ Bond
Bond
Performance 12-31-2020 Investment Style
Quarterly Returns IstQtr 2nd Qtr  3rdQtr  4thQtr Total % % @ @ @ @ % @ @ @ % @ @ Fixed-Income
91 | 84 | 94 | 8 | 8 | 72 | 6 | 73 | 68 | 72 | 6 | 59 Bond %

2018 027 -044 056 074 058
2019 303 240 -011 253 805 Growth of $10,000
2020 -766 648 301 446 580 == PIMCO Income Inst!

29,197
Trailing Returns 1Yr 3Yr 5Yr  10Yr Incept Category Average
Load-adj Mthly 580 476 630 736 8.06 21,253
Std12-31-2020 580 — 630 736 8.06 Standard Index
Total Return 580 476 630 736 B8.06 16450
+/- Std Index -171 058 187 352 —_—
+/- Cat Index -1.78 -069 143 319 —
% Rank Cat 47 47 20 1 Performance Quartile

TR N B (within category)
No. in Cat 33 295 259 135 .
History
Subsidized Unsubsidized NAV/Price

7-day Yield - - Total Return %
30-day SEC Yield 12-31-20 2.54 2.54 +/- Standard Index
Perfarmance Disclosure +/- Category Index

The Overall Morningstar Rating is based on risk-adjusted returns,
derived from a weighted average of the three-, five-, and 10-year
(if applicable) Morningstar metrics.

No.ofFundsinCat

The perf: data quoted rep past perf and . g
does not guarantee future results. The investment return and Portfolio A{IG'YSBS 09-30-2020 Sh e "
principal value of an investment will fluctuate; thus an investor's ~ Asset Allocation % Net% Lg% Short%  Share Ch Ar:hare ;izol?mgls stock Net Asse:s
shares, when sold or redeemed, may be worth more or less than ~ Cash 2442 11882 9440 S ount 23 Total Stacks , 6833 Total Fxed-ncome, %
551 2 06-2020 421% Turnover Ratio
their original cost. US Stocks 0.59 0.59 0.00 i
Current performance may be lower or higher than retum data Non-US Stocks 0.21 021 oo € 11049 il 10 Year Tref:nsury Note Future Dec' 20 1221
quoted herein. For performance data current to the most recent Bonds 5896 181.41 11245 3% 8,152 mil Federal National Mortgage Associat 6.69
month-end, please call 888-877-4626 or visit www.pimco.com. Other/Not Clsfd 58 603 021 3 5921 mil Federal National Mortgage Associat 495
Foes and Expenses wa 0o s s ©  Ami Fmos 32
Sales Charges ¥ 3.208mil Federa! National Mortgage Associat -2.68
- Portiolio Statiet POrt ROl REl  ooeesomommemmeemoemessiem ettt oot 500
Front-End Load % Na SlSWe o Porlosuisics I s ta 3x 1B77mil LovgTem Euro Bip Fture Do 20 259
Deferred Load % NA I [ g ::;(E; HRBI!O gm 81 — — 3% 2469mil Federal Home Loan Banks 2.06
| g atio - - — 2 :
Fund Expenses B £ P/BRatio TV 03 — oz ©  Z3mil CmoTrust . <
Management Fees % 050 = e MoMKCap 3921 — 007 P 1,794 m,l Fec.ieral National Mortgage Associat 1.50
1201 Bxpense % w L[ ]t s ® 159l United Stes Treasuy Notos 2
Net Expense Ratic % 1.09 ; ©  1.733mil CsmeTrust 1.40
Gross Expense Ratio % 109 Ped-income Style ) 2% 1,589 mil Federal National Mortgage Associat 1.31
B o A Wl e e Avg Eff Maturity 414 ) ; 5
Risk and Return Profie . AvgEff Duration 193 3 1,508 mil  Federal National Mortgage Associat 1.26
- oy o g Avg Wtd Coupon 334 © 1,336 m?l Csmc Trust 1.16
295 funds 259 funds 135 funds &  AvgWtd Price 10505 ©  1.354mil CsmcTrust 112
: M
xg::::gz::: giast':ng _:;; _:‘Z B :\Z 3 Sector Weightings Stocks % Rel Std Index
o
Morningstar Return Avg +Avg High  Credit Quality Breakdown — Bond % b Cy ) - a8 -
AMA _ B Basic Materials 0.0 —
3vr Y v _ Consumer Cyclical 0.0 —
Standard Deviation 5.78 4.60 426 5 — 3 Financial Services M5 —
Mean 4.76 6.30 7.36
Sharpe Ratio 0.57 1.09 1.54 BB - 127 o
MPT Statistics Standard Index BestFithdex B o Communication Services ns —
JPM EMBI Global  Bgow B — B Energy 0.0 —
Aoho . Diversified TR1U§2 NR — [E] Industrials 09 -
P ’ ’ - Technology 0.0 —
Beta 043 0.49  Regional Exposure Stocks % Rel StdIndex - -vreieen s RSSO
R-Squared 6.26 85.04  Americas 6.5 __ — Defensive _ 05 —
12-Month YVield 486%  Greater Europe 35 - H E"’"s“‘“‘” DEiSSAR 00 -
Potential Cap Gains Exp -1010%  Greater Asia 00 — K3 Healthcare ol -
K3 utilities 05 —
Operations
Family: PIMCO Base Currency: UsD Purchase Constraints: A
Manager: Multiple Ticker: PIMIX Incept: 03-30-2007
Tenure: 13.8 Years ISIN: US72201F4300 Type: MF
Obijective: Multisector Bond Minimum Initial Purchase: ~ $1 mil Total Assets: $131,634.28 mil

©2021 Momingstar. 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
ial al i inf ion of Momi {2) may include, or be derived from, account information provided by your financial professional which cannot be verified by

opinions contained herein (1} include the confid nd prop
Momingstar, (3) may not be copied or redistri {4) do not Vi ¢
and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, h shall not be ible for any trading d

advice offered by Momingstar, {5) are provided solely for informational purposes and therefore are not an offer to buy or self a security,

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 i

is produced and issued by subsidiaries of Morningstar, Inc.

damages or other losses resulting from, or related to, this

sales literature. If applicable it must be preceded

including, but not limited to, Momingstar Research Services LLC, registered with and governed b)jth_e U.S. Securities and Exchange Ct This report is
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FPA Crescent (USD)

Momingstar Analyst Rating™ Overall Morningstar Rating™ Standard Index Category index Mormningstar Cat

B Gold ok Morningstar Mod  Morningstar Mod ~ US Fund Allacation-—-
04-06-2020 636 US Fund Ailocation-50% TgtRisk TRUSD  Tgt Risk TRUSD  50% to 70% Equity
to 70% Equity
21 = Investmel I
Peomance 1751201 | B | T O (|0 | | e
y Retums IstQtr 2ndQtr 3rdOtr  4th Qtr Total % 20 58 53 Stocks %

2018 098 032 415 1052 743 e

2019 1080 333 081 569 2002 L Growth of $10,000

2020 2051 1500 380 185 1211 N4 b - ;I:As grescent
961

Trailing Returns 1Yr 3vr 5Yr  10Yr Incept Category Average

Load-adj Mthly 1211 753 868 8.18 10.07 28,192

Std12-31-2020 1211 — 868 8.18 10.07 * Standard Index

TotalRetum 1211 759 868 818 10.07 28302

+/- Std Index 072 095 -1.07 04 —

+/- Cat Index 0.72 -095 -1.07 041 —_

% Rank Cat 49 58 63 43 Performance Quartile

NomCat 673 6% 575 414 i ctegon]

0.Inta 2009 | 2010 | 2011 2012 | 2013 | 2004 | 2015 2016 | 2017 [ 2018 | 2019 | 12-20 History
) Subsidized Unsubsidized 2487 | 26.79 | 26.78 | 29.29 | 32.96 | 33.74 | 31.06 | 32.61 | 34.69 | 2953 | 33.83 | 35.97 NAV/Price

7-day Yield ) - - 28.37 | 1204 | 3.0Z | 1033 | 21.95 | 6.64 | -2.06 | 10.25 | 10.39 | -7.43 | 20.02 | 12.11 Total Return %

30-day SEC Yield — T 660 -D30| 243 764 | 175| -027 | 168 | -4.27 | -267 | 099 | 072 +/- Standard Index

Performance Disclosure 6.60 | -0.30 | 2.4 764 | 175 -027 | 168 | -427 | -267 | 099 | 072 +/- Category Index

The Overall Morningstar Rating is based on risk-adjusted returns, .

derived from a weighted average of the three-, five-, and 10-year

(if applicable) Morningstar metrics.
The per data quoted represents past performance and
does not guarantee future results. The investment return and

Portfolio Analysis 12-31-2020
Asset Allocation %

Share Chg Share

Net Assets

Holdings :

Net%  Long %

incipal value of an ir will fluctuate; thus an investor's . )
share;‘, when sold or redeemed, may be worth more o less than Cash 2033 2033 0.00 ;gl—czeozn mount ng;o;zlnf;vozlr(;azg o frencame *
their original cost. US Stocks 48.37  50.80 244 "
Current performance may be lower or higher than retum data Non-US Stocks 2418 25.06 088 © 7 mil- Comeast Corp Class A 347
quoted herein. For performance data current to the most recent Bonds 459 518 059 © 680,788 Broadcom Inc 2.96
month-end, please call 800-982-4372 or visit www.fpafunds.com. 254 254 © 5mil LafargeHolcim Ltd 2.93
Fees and Expenses 10000 103.91 <) 8mil  American International Group Inc 291
Sales Charges Portfolio Statistics _ Port Rel  Rel @ .............. 2 m" . AnalugDewce S I A 283
Front-End Load % NA Avg Index Cat © 11 mil Jefferies Financial Group Inc 2.79
Deferred Load % NA - P/ERatio TTM 63 114 103 o 2mil TE Connectivity Ltd 2.72
| - 2 P/L Rat?o ™ 133 1.08 091 e 155,782 Alphabet Inc A 271
i Expanies g P/BRatio TIM 1.6 070 056 @ 3mil Groupe Bruxelles Lambert SA 2.70
Management Fees % 1.00 ¢ g;?' AvgMktCap 58715 1.32 059 o 407,280 Charter Communications Inc A 267
12b1 Expense % NA e U
Net Expense Ratio % 121 ey w—— e 149,888 Alphabet Ilnc Class C 2.60
Gross Expense Ratio % LB Avg Eff Maturity _ © 901,184 Facebook Inc A 244
Risk and Return Profile g AvgEff Duration - 0 Other Common Stack (Short) -2.44
Avg Wid Coupon _ e 4mil Citigroup Inc 2.34
3Yr 5Yr 10Yr = i .
636 funds 575 funds 414 funds £ Avg Wtd Price — © 68 mil Glencore PLC 213
Mor "!ngsmr R?““Qm ?* ?* {5* g Sector Weightings Stocks % Rel Std Index
Morningstar Risk High High High .
Morningstar Return Avg Avg Avg  Credit Quality Breakdown — Bond % b Cyclical a1 1.10
AAA _ B Basic Materials 95 1.83
3vr S v __ B2 Consumer Cyclical 87 0.81
Standard Deviation 16.84 13.69 11.09 A . u Financial Services 237 1.59
Mean 7.59 8.68 8.18 BBE o 0.00
Sharpe Ratio 0.43 0.59 0.71 BB o y ™
MPT Statistics StandardIndex  BestFithdex 5 — [ Communication Services 282 3.98
Momingstar  Rejow B — Y Energy 16 0.49
Lifetime M‘;‘;ﬁ“gg NR — B Industrials g1 0.79
Alpha 302 063 pogional Exposare Sooh Tasdnas D Technology 185 108
Beta 1.39 0.92 Americas 663 108 —> Defensive . 28 0.12
R-Squared 91.83 93.87 Greater Europe 20.8 1.6 E Consumer Defensive 0.0 0.00
12-Month Yield ~  Greater Asia 129 05z K Healthcare 1.0 0.08
Potential Cap Gains Exp 20.25% K3 Utilities 17 0.52
Cperations
Family: FPA Ticker: FPACX Purchase Constrairts: —
Manager: Multiple ISIN: US3025477596 Incept: 06-02-1993
Tenure: 27.6 Years Minimum Initial Purchase: ~ $1,500 Type: MF
Objective: Growth Min Auto Investment Plan:  $100 Total Assets: $10,087.53 mil
Base Currency: usp Minimum IRA Purchase: $100
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Release date 12-31-2020

H H Morningstar Quantitative  Overal} Morningstar Rating™ Standard Index Category Index Morningstar Cat
sa I' ent Ta Ctl cal GrOWth l HSt Rating™ Fhok S&PS500TRUSD S&PS500TRUSD  US Fund Long-Short

( USD) ieutral © 188 US Fund Long-Short
09-30-2020 Equity

Performance 12-31-2020 @ @ @ % @ @ @ @ @ @

=
PE:

Quarterly Returns 1stOtr 2nd Qtr  3rdQtr  4th Qtr Total % 52 50 10 58 100 51 62 78 33 79 69
2018 -1.28 048 309 -687 -476 e T
2019 393 170 097 575 1069

2020 041 180 280 402 840

Trailing Returns 1Yr 3Yr 5Yr  10Yr Incept

Load-adjMthly ~ 840 455 560 434 432

Std12-31-2020 840 — 560 434 432
Total Return 840 455 560 434 432

+-Stdhdex 1000 963 962 955  —
+/- Cat Index -10.00

% Rank Cat 40

No. in Cat 9 a8 148 4 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 | 12-20
. Subsidized  Unsubsidized 2571 | 2637 | 24.91 | 25.34 | 2656 | 26.04 | 2551 | 2636 | 27.41 | 2543 | 26.81 | 27.96

7-day Yield — - — | 257|504 | 514 | 1574 | 233 | <154 | 361 | 1091 | 476 | 1069 | 840

30-day SEC Yield — — — [-12.50 | -7.15 {-10.87 |-16.65 |-11.35 | -2.93 | 835 |-10.93 | -0.38 |-20.79 {-10.00

Performance Disclosure .T|1250 | 715 11087 |-1665 |-11.35 | -293 | 835 |-1083 | -0.38 |-2079 |-10.00

The Overall Morningstar Rating is based on risk-adjusted retums,
derived from a weighted average of the three-, five-, and 10-year
(if applicable) Morningstar metrics.

The perfe data quoted rep past perf and tfoli co 49 a0 -
does not guarantee future results. The investment return and R lio Analysis 11-30-2020

Equity

Investment Style
Equity
Stocks %

Growth of $10,000
== Salient Tactical Growth Inst
15,853
Category Average
15,249
= Standard Index
44,778

Performance Quartile
{within category)

History
NAV/Price
Total Return %
+/- Standard Index
+/- Category Index

. of Funds in Cat

o : y . . ’ Asset Allocation % Net% long% Short%  ShareChg  Share Holdings : Net Assets
principal value of an investment will fluctuate; thus an investor's - ocation 3; ple 33980 :’] 13 sice Amount 1,969 Total Stocks , 1 Total FixedHincome, %
shares, when sold or redeemed, may be worth more or less than as ,3 -3 -00 102020 435% Turnover Ratio
thzir original cost. US Stocks 68.31  68.31 0.

Current performance may be lower or higher than retum data Non-US Stocks 1.22 122 000 @ 356,502 SPDR® S&P 500 ETF Trust 44.98
quoted herein. For performance data current to the most recent  Bonds 000 000 000 3% 51,056 Invesco 009 Trust 5.30
month-end, please call 800-999-6809 o visit Other/Not Clsfd 000 000 000 © 95469 Consumer Discret Sel Sect SPDR® ETF 5.20
wivw. forwardinvesting.com. Total v 10000 10013 """" 013 3% 127,798 !-Iealth Care Select Sector SPDR® ETF 4.86
Fees and Expenses e 73,705 iShares Russell 2000 Value ETF 313
o Portfolio Statisth POt Rl Rl orovoevomomoeoomen oot Y
Sales Charges ;‘:"’;':"’M CUCIOSHISIE W@ Wi Ca %¢ 101738 Industrial Select Sector SPOR® ETF 3.10
Front-End Load % NA mh P/E Ratio TTM 213 097 119 3¢ 123,449 Materials Select Sector SPDR® ETF 3.04
Deferred Load % NA ___|= P/CRatio TTM 151 082 1.19
g P/BRatio TTM 38 095 150  Ssector Weightings Stocks % Rel Std Index
Fund Expenses Geo Avg Mkt Cap 122095 063 1.65 % Cyclical 83 112
M t Fees % 115 £ smi ic Materi
anagement rees g E¥ Basic Materials 5.5 2.4
12b1 Expense % NA Consumer Cyclical 16.7 1.34
. Fixed-income Style ) ) ) . :
Net Expense Ratio % o e Avg Eff Maturity — 3 Financial Services 9.9 0.74
Gross Expense Ratio % 151 = AvgEff Duration — B Real Estate 22 0.90
Risk and Return Profile 5 ﬁ:: xg gg::‘s"" 7w Sensitive e 0.89
3Yr 5Yr 10Yr - Teat :
A : B Communication Services 88 0.82
) " B3 Energy 1.7 0.73
Morningstar Rating 3% 3% 3% Industrial
Morningstar Risk low  low  LOW  (Cregit Quality Breakdown — Bond % B _lf‘ ‘:ls"'la B 1.3 129
Morningstar Return Avg Avg Avg  AAA — Eecnoogy 193 .................... 0.80
AA — = Defensive 246 1.05
3Yr 5Yr 10Yr .
Standard Deviation 751 664 648 ... ... ... = &l CoosumerDefensive °8 083
BBB — 3 Healthcare 16.7 1.23
Mean 455 5.60 434 BB B Uiilties 21 077
Sharpe Ratio 0.43 0.68 0.59 B o ’
MPT Statistics Standard Index Bestfithdex BelowB - —
Morningstar US R —
Technology TR USD
Alpha -0.68 -3.91 Regional Exposure Stocks % Rel Std Index
Beta 0.2 027 Americas 983 0.99
R-Squared 51.60 61.53  Greater Europe 1.5 1.71
12-Month Yield —  Greater Asia 0.2 4.43
Potential Cap Gains Exp 5.95%
Operations
Family: Salient Funds Base Currency: usb Purchase Constraints: —
Manager: Christopher Guptill Ticker: FTGWX Incept: 09-14-2009
Tenure: 11.3 Years ISIN: US34986P4081 Type: MF
Objective: Growth Minimum Initial Purchase: ~ $100,000 Total Assets: $299.16 mil
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Mutual Fund Detail Report
Disclosure Statement

The Mutual Fund Detail 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. Morningstar 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 actual incention. These calculated returns reflect
the historical 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 historical 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. Principai 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 all 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 Momingstar 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 portfolio 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 Morningstar Analyst Rating is not a credit or risk rating. It is a subjective
gvaluation performed by the mutual fund analysts of Morningstar, Inc.
Morningstar 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
qualitative factors in their research, and the weighting of each pitlar may vary.
The Analyst Rating ultimately reflects the analyst's overall assessment and is
overseen by Morningstar'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 lowest rating. A fund with a Gold rating
distinguishes itself across the five pillars and has garnered 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 pillars, 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/AnalystRatingforFundsMethodology. 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 Morningstar Rating is calculated for funds with at least a three-year history.
Itis 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% receive
1 star. The Overali Morningstar Rating for a mutua! furd 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 ratums (pre-
inception returns). 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 ona Momingstar
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 catsgory
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 Overail Momingstar 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 other 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 Bill), after adjusting for all
applicable loads and sales charges, in comparison with the mutual funds in its
Morningstar Category. In each Morningstar Category, the tap 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% Beiow Average (-AVG), and the
bottom 10% Low {LOW). Morningstar Return is measured for up to three time
pericds {three-, five-, and 10 years). These separate measures are then
weighted and averaged t6 produce an overall measure for the mutual fund.
Funds with less than three years of performance histcry 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 measu-ed risk are
described as Low Risk {LOW), the next 22.5% Below Average (-4VG), 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 threz 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). Alpha is of:en seen as
a measure of the value added or subtracted by a portfolio manager.

Beta is a measure of a fund's sensitivity to market moverments. A portfolio with
a beta greater than 1 is 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 movements that is explained by
movements in its benchmark index, showing the degree of correlation bstween
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 idantified in this report
was determined by Momningstar by calculating R-squared for the fund against
approximately 100 indexes tracked by Morningstar. Theindex 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, aliocation to the classes is shown for long positions, short
positions, and net {long positions net of short) positions. 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 porifolios use other investment
strategies or securities, such as short positions or derivatives, tc raduce
transaction costs, enhance retums, or reduce risk. Sorrie of these securitiss and
strategies behave like conventional securities, while others have unigue return
and risk characteristics.

Most portfolios take fong 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 decfines. In this type of transaction, the investor borrows the
security from another investor, sells it and receives cash, and then is obl igated
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 low 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 selling securities short is prevalent in specizlized portfolios,
such as long-short, market-neutral, bear-market, and heoge funds. Most
conventional portfolios do not typically short securities, alhaugh 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 ris=s in value, the short
position will fall in value and vice versa. Momingstar's portfolio statistics will
capture this negative exposure. For example, if a func has many short stock
positions, the percent of assets in stocks in the asset allocation breakdown may
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FUI lllLerest-rate sensitvity, Iviorningstar obtains from tund companies the
average effective duration. Generally, Momingstar ciassifies 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 betwsen 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

Credit quality breakdowns are shown for corporate-bond holdings and depict the
quality of bonds in the underlying portfoiio. 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.

ion of Morni ., (2) may include, or be derived from, account

©2013 Momingstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the s

ial and p
d. (4} do not

P y

MCORNINGSTAR®

advice offered by Momingstar, {5) are provided solely for

information provided by your financial advisor which cannot be verified by Momingstar, (3) may not be copied or

ept as otherwise required by law, Morningstar shall not be responsible for any

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. Exc ] v g
trading decisions, damages or other losses resulting from, of related to, this information, data, analyses or opinions or their use. This report is supplemental sales literature. If applicable it must be preceded or accompanied
r d discl

by a prosp: . Or an

82

P88



P89



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 all
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 dogs 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). Morningstar then
averages these default rates to determine the average default rate for the entire
bond fund. Finally, Morningstar maps this average default rate to its
corresponding credit rating along a convex curve.

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 vears; (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'
earnings 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 solvency.

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 market price of its stock by the company's per-share
book value. Stocks with negative book values are excluded from this calculation.

The geometric average market capitalization 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 portfolio 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

P90



Operations

Purchase constraints denote if a mutual fund has any of the following gualities:
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

Internationai/Emerging Market Equities: Investing in international securities
involves special additional risks. These risks include, 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 underlying 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 multiples 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
abjective). 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).
Compounding has the ability to affect the performance of the fund to be sither
greater or less than the index performance multiplied by the multiple stated
within the funds objective over a 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.

©2013 Momingstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the and propri ion of i (2) may include, or be derived from, account ®
information provided by your financial advisor which cannot be verified by Momingstar, (3) may not be copied or {4} do not i t advice offered by Morningstar, (5) are provided solely for M( )HNI NGSTAH .
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 oth required by law, Momi ot be ible for any

ied

trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or opinions or their use. This repart is supplemental sales literature. If applicable it must be preceded or accompanie:
a or I i
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Shannon R. Hatfield, A.S.A.

Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Christopher S. Johnson, F.S.A. Michae! 1. Muth, F.5.4.
Evan L. Dial, ¥ 8 A. Oliver B. Kiel, F.S.A. Khiem Ngo, 784, A.CAS
Philip 8. Dial, F.S.A, Dustin J. Kim, A.S.A. Tinothy B, Saifert, AS A,
Charles V. Paerber, F.8.A., AC.AS. Edward A. Mire, F.S.A, Cheises E, Stewart, A8 A
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. Raymond W, Tilotz
Brandon L. Fulfer, F5.A. Amands L. Murphy, F.S.A. Rouald W. Toblemag, F.S.A.

April 17, 2020

Via E-Mail: amsel@hlb-cpa.com

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

¢/o Ms. Ann 8, Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Recommended Actuarial Assumptions for the

December 31, 2019 Actuarial Valuation
M

Dear Trustees:

As 8 part of the December 31, 2019 actuarial valuation of The City of Galveston Employees’
Retirement Plan for City Employees (the Plan), we have reviewed all of the actuarial assumptions
used in the December 31, 2018 actuarial valuation of the Plan to see if they remain appropriate or
should be revised for the December 3 1, 2019 actuarial valuation. The results of an actuarial valuation

annual actuarial valuations through December 31, 2018, except for mortality, for which 2 new
assumption was recommended for the December 31, 2018 actuarial valuation. All of those
demographic assumptions used for the December 31, 2018 actuarial valuation continue to be
appropriate for the December 3 1, 2019 actuarial valuation. Our review of the economic assumptions,
summarized in Exhibit 1, leads us to recommend using the same assumptions as we did Jast year.

Economic Assumptions

There are two components to the investment return assumption: (1) the rate of inflation and (2) the
net real rate of return. The current investment return assumption is 7.25% per year net of

David G. Wilkes, F.5.A.

9500 Arboretum Bivd., Suite 200 www.mddwisdom.com Phone: (512)346-159¢

Austin, Texas 78759

Fax: (5123457437
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Board of Trustees
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April 17, 2020

investment-related expenses, consisting of an assumed rate of inflation of 2.75% per year and an
assumed net real rate of return of 4.50%. FEach component represents the annual average rate
expected over the long-term future. While this is a theoretical approach, it provides a reasonable
basis for the selection of an investment return assumption. In addition, the other key economic
assumptions, the general compensation increase assumption and the payroll increase assumption,
are also influenced by the inflation assumption. These economic assumptions are consistent with
each other because they contain the same assumed annual rate of inflation of 2,75%,

Recommended Actuarial Assumptions

As aresult of our review of all of the actuarial assumptions used in the December 31 » 2018 actuarial
valuation, we recommend no changes for the December 31, 2019 actuarial valuation.

We 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 actuaria] opinions in
this report.

Sincerely,

Mk R. Ferdace-

Mark R. Fenlaw, F.S.A.

Quberta B. Moy

Rebecea B. Morris, A.S.A.

MRF/RBM:nlg
i:k:lienlx\galvEEs\ZMWssumpﬁons.docx
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Exhibit 1
The City of Galveston Employees’ Retirement Plan for City Employees
Review of the Actuarial Investment Return Assumption
for the December 31, 2019 Actuarial Valuation

Theoretical Investment Return Assumption Development

Gross Annual
Real Rate of Estimated Net . Asset Allocstion
Investment Investment Real 12731/ Hypothetical
Return (ROR)'  Expenses’  ROR 2019 SotA  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 i5
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 o &
55.1 50 46
Internstional Equity
Developed (iShares MSCT EAFE) 7.0 0.28 6.72 5.1 6 10
Emerging (iShares MSCI Emerg) 8.5 0.35 8.15 25 3 3
7.6 9 13
Fixed Income
Domestic Intermediate (Baird, Met
West, TIAA-CREF) 20 0.53 1.47 17.7 19 22
World (Brandywine Glcbal) 25 0.80 1,70 3.6 5 3
Multisector (PIMCO Income) 2.3 0.71 1.79 A8 -} .5
259 25 3z
Aliernatives
Long/short equity (Salient) 55 1.77 n 2.2 3 0
Absolute return (Wells Fargo) 35 1.31 2,19 2.6 3 0
Balanced allocation (FPA
Crescent) 4.5 1.28 3.22 4.2 4 &
9.0 10 &
Cash 0.5 0.31 0.19 2.4 2 3

100.0%  100%  100%

Weighted Average Net Real ROR Assumption 478% 4.62%  4.55%

Possible Theoretical Annual Investment Returp Assumption

-~ Net Real ROR Plus Assumed Annual Rate of Inflation
Assumed 2.75% Inflation 7.53%  7.37T%  7.30%

' A gross annual real rate of investment retum 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.

* 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,

* From the December 31, 2019 report of the Quantitative Group.

3
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Exhibit 1 (continued)

Price Infiation in the USA - Average Annual Rates of Increase in the CPLY

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

1954 -2019 65 3.54%
1959 - 2019 60 368
1964 2019 55 391
1969 - 2019 50 3.91
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 2019 annual report of the OASDI Trust Funds (Social Security), the ultimate
inflation assumptions for their 75-year projections are 3.2%, 2.6%, and 2.0% 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 2.5% to 3.5%. 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 2y = (%)
(N 2 3 4)

2019 $165,770 $26,941,018 0.62%
2018 138,864 26,308,423 0.53
2017 133,006 25,308,650 .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%

4
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Exhibit 1 (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.

% Net of investment-related expenses,

* For both 12/31/2018 and 12/3 172019, 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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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A, Shannon R. Hatfield, A.S.A. Michael J. Muth, FS.A.
Evan L. Dial, 7.S.A. Christopher S. Johnson, F.S.A. Khiem Ngo, FS.A.,, ACAS.
Philip S. Dial, F.8.A. Oliver B, Kiel, F.5.A. Timothy B. Seifert, A.S.A.
Philip J. Ellis, A.S.A. Dustin J. Kim, A.5.A. Chelsea E. Stewart, A.5.A.
Charles V. Faerber, FS.A,ACAS. Edward A. Mire, F.S.A. - Raymond W. Tilotta
Mark R. Penlaw, F.8.A. . Rebecea B. Morris, A.S.A. Ronald W. Tobleman, F.8.A.
Brandon L. Fuller, F.8.A, Amands L. Murphy, F.8.A. David G. Wilkes, F.S.A.

May 17, 2019

Via E-Mail: amasel@hlb-cpa.com
Board of Trustees
The City of Galveston Employees’

Retirement Plan for City Employees
c/o Ms. Ann 8. Masel, CPA
1011 Tremont
Galveston, Texas 77550

Re: Actuarial Valuation as of December 3 1, 2018 with
Different Assumptions and Benefits

Dear Trustees:

At your request, we have prepared this report which presents additional results of the actuarial
valuation of the City of Galveston Employees’ Retirement Plan for City Employees (the Plan) as
of December 31, 2018. The purposes of these additional results are (1) to show the effects with
revised economic assumptions that include an investment return assumption of 7% and (2) to study
the effects of gradual increases in the maximum annual benefit. As we have done in the studies of
changes in plan provisions in prior years, we recommend a maximum period for paying off the
unfunded liability of 20 years.

We redid the actuarial valuation as of December 31, 2018 lowering the inflation assumption
underlying the actuarial economic assumption from 2.75% to 2.5%. In connection with the change
in inflation rate, the investment refurn assumption was changed from 7.25% to 7% net of
investment-related expenses. In addition, the general compensation increase assumption and the
aggregate payroll increase assumption were changed from 2.75% to 2.5%, equal to the inflation
assumption.

In Exhibit 1, the Set A results are from the original actuarial valuation while Set B is the valuation
results with these new assumptions including the 7% investment return and no changes in benefits.
The key changes are an increase in the unfunded liability (item 5) of $1.8 million and an increase
in the period to pay off the unfunded liability (item 8) of 5.1 years from 16.8 years to 21.9 years.
Set C reveals that in order to have a 20-year pay off period, the city’s contribution rate would need
to be increased to 9.35% in January 2020.

The Set D and Set E results in Exhibit 1 reflect the effects of increasing the maximum annual
benefit from $50,000 to $55,000 (Set D) and to $60,000 (Set E). In order to have a 20-year pay

Augtin, Texas 78750

9500 Arboretum Blvd.. Suite 200 www.nddwisdom com Phoue: (512) 346-1590
Fax: (512)345-7437
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May 17, 201

off period, the city’s contribution rate would need to be increased in January 2020 to 9.7% for the
$55,000 maximum or to 10% for the $60,000 maximum. This is in contrast to the results of the
original valuation using the 7.25% investment return assumption where no city contribution
increase would currently be required for a change in the maximum benefit from $50,000 up to
$60,000 while keeping within a 20-year pay off period.

These additional resulis are based on the Plan’s actuarial valuation as of December 31, 2018,
including the actuarial assumptions, the census data, and the plan provisions summarized in our
report to the board of trustees dated May 1, 2019, except for the changes in the actuarial economic
assumptions and in the maximum annual benefit described in this report.

Recent History of Assumptions
For your reference, we have included the below summary of the key assumptions used in the

valuation over the last five years. This summary shows how these key assumptions have been
adjusted and lowered over the last few years.

Asspmptions (Annyal Rates)

Valustion Iavestment Aggregate Individual

Date Retam Inflation Payioll Compensation
12/31/2014 8.00% 3.00% 3.25% 5.00%
12/31/2015 7.50 3.25 3.25 3.25 plus PM1!
12/31/2016 7.25 3.00 3.00 3.00 plus PMI*
12/31/2017 7.25 2.75 2.75 2.75 plus PMP
12/31/2018 7.25 2,75 2.75 2.75 plus pMI

1 PMI stands for promotion and merit increases that vary by length of service (greatest in early years of
service) and average 1.4% per year over a 25-year career.

We 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. Please let us know if you have any questions.

Sincerely,

Mok R. Fonlair

Mark R. Fenlaw, F.S.A.

Rubeea B. Mo

Rebecca B. Morris, A.S.A.
MREF/RBM:nlg
iclients\galvees\ 2019 specatudies? docx
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The City of Galveston Emp
Results of the December 31,

Exhibit 1

loyees’ Retirement Plan for City Employees

- s ——

SetC

2018 Actuarial Valuation with Different Assumptions and Benefits

7.00% 7 80% 7.00% 7.00%
275% : 1.50% 2.50% 2.50% 2.50%
Maxig ¢ v’ Beoo 6t 56, 350000 £50,000 55000 $60,000

1. Actuarial present value of

future benefits

2. Actuarial present valye of
fature normal cost -

3. Actuarial accrued liability

3 B4,711,432

$ 16,364,009
$ 68,347,423

$ 87,228,616

$ 17,036,194

$ 70,192,422

$ 87,228,616

$ 17,036,194
$ 70,192,422

$ 88,291,833

$ 17411,733

$ 70,880,100

i 4. Actuarial value of assets § 52,374,631 | $§ 52374631 | § 52374631 | § 52374631 | ¢ 52,374,631

5. UAAL [(3) - (4)] $ 15972792 | $ 17,817,791 | $ 17,817,791 | $ 18,505,469 | § 19,070,613
6. Percent of payroll

a. Normal cost 0.81% 10.12% 10.12% 10.28% 10.40%

b. ForUAAL 5.19% 4.88% 5.23% 5.43% 5.60%

¢. Total 15.00%! 15.00%! 15.359%?2 15.70%3 16.00%°

I 7. Annualized covered payroll | $ 26,061,778 | § 26,061,778 | § 26,061,778 | $ 26,061,778 | $ 26,061,778

Il 8. Years to amortize the UAAL 16.8 years 219 years 20.0 years 20.0 years 20.0 years

9. Funded ratio _T746% 73.9% | 73.3%

$ 89,176,725

$ 17,731,481
$ 71,445,244

! Contribution rates of 6% by the employess and 9% by the city.
? Contribution rates of 6% by the employees and 9.35% by the city, increasing from 9% 0 9.35% in Jarmary 2020,
3 Contribution rates of 6% by the employees and 9.70% by the city, increasing from 9% to 9.70% in January 2020,
* Contribution rates of 6% by the employees and 10.00% by the city, increasing from 9% to 10.00% in January 2020.
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CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Shannon R, Hatfield, A.S.A. Michael J. Muth, F.S.A,
Evan L. Dial, FS.A. Christopher S. Johnson, F.S.A. Khiem Ngo, F.S.A., A.CAS,
Philip S, Dial, F.S.A. Oliver B, Kiel, F.S.A. Timothy B. Seifert, A.S.A.
Philip J. Ellis, A.S.A. Dustin J. Kim, A.S.A. Chelsea E. Stewart, A.S.A.
Charles V. Faerber, FS.A, ACAS. Edward A. Mire, F.S.A. Raymond W. Tilotta
Mark R. Fenlaw, F.S.A. Rebecca B, Morris, AS.A. Ronald W, Tobleman, F.S.A.
Brandon L, Fuller, FS.A. Amanda L. Murphy, F.S.A. David G. Wilkes, F.S.A.

May 6, 2019.

Via E-Mail: amasel@hlb-cpa.com

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

¢/0 Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Report on Special Study

Dear Trustees:

At your request, we have completed the special study for the City of Galveston Employees’
Retirement Plan for City Employees (the Plan) to answer the question, “What would be the
actuarial effect on the Plan of amending it so that employees would discontinue making their 6%
employee contributions when their benefit would be limited by the cap of $50,000 in the present
Plan provisions?” The summary answer is that the loss of those 6% employee contributions would
increase the expected period of time required to pay off the unfunded liability from 16.8 years as
of December 31, 2018 to 21.4 years based on the actuarial value of assets, Using the market value
of assets, the unfunded liability pay off period would increase from 23.7 years to 30.0 years.

Methodology and Assumptions

This special study is based on the Plan’s actuarial valuation as of December 31, 2018, including
the actuarial assumptions and the census data, summarized in our report to the board of trustees
dated May 1, 2019, We assumed for this special study that the potential amendment would be
effective retroactively to January 1, 2019, These were the steps in the methodology used for the

special study:

1. Identify the year when each employee’s projected bencfit would first be limited by the $50,000
cap.

2. Project the 6% contributions each employee in step 1 would have made after the projected
benefit exceeds $50,000. '

2500 Arboretum Blvd., Suite 200 waww ruddwisdor.com

Austin, Texas 78759

Phare: (512)346-1590
Fax: (512) 345-7437
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3. Assume each employee in step 1 would work for the city until the later of age 65 or
December 31, 2020.

4. Determine the present value of the contributions in step 2 as of December 31, 2018.

5. Determine the unfunded liability pay off period if the contributions in step 2 are not made to
the Plan.

Considerations

1. The potential change to stop contributions would require the board to develop administrative
rules for annually reviewing the accrued benefits of participants approaching the $50,000
maximum, communicating the results to the employees who first attain the maximum and to
the city payroll department, and documenting the results.

2. This potential plan change to stop contributions once the projected benefit exceeds the $50,000
maximum, payable at normal retirement date age 65, would affect the early retirement benefits.
For example, if someone stops contributing prior to age 55, then their benefit would not
increase any further and they would only be entitled to an immediate early retirement benefit
at age 55 of 50% of the $50,000, or $25,000. With the current plan provisions effective as of
November 2017 of applying the early retirement reductions to the projected benefit prior to
applying the cap, there is the potential for an employee to currently receive a reduced early
retirement benefit of $50,000 payable immediately at age 55. Changing the plan to cease
employee contributions once the earned benefit, payable at normal retirement, is capped at
$50,000 would cause the benefit to stop increasing and would result in carly retirement benefits
being capped at smaller amounts than are currently allowed.

The potential plan change should include language to protect the employees currently eligible
for early retirement with an accrued benefit greater than $50,000 subject to the $50,000 limit
after the application of the early retirement reduction factor.

3. Leaving the cap at $50,000 indefinitely and stopping employee contributions once the cap is
attained is not a good long-term benefit design because (a) the $50,000 will gradually erode by
inflation over time and (b) the employees who would stop making contributions would become
responsible for making up the short fall in the total benefit that they would have had if the Plan

had no cap.

4. The better long-term benefit design would be to periodically increase the cap until it is
eliminated, restoring the benefit design that was in place before the stop-gap 2003 amendment.

5. The Board would nee to specify procedures of how this amendment would work if the $50,000
is increased in the future. We would recommend that if the cap is later increased after the
potential amendment has been in effect, then the benefits would increase, and the employees
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who had stopped contributions would then need to contribute a lump sum of after-tax
contributions to make up for what would have been contributed. This would be cumbersome

and awkward for the plan administration.

6. We recommend that the board ask its legal counsel for a letter of opinion regarding the petential
change of some employees contributing 6% and other employees not contributing with respect
to the tax-deferred status of all the employee contributions since the addition to the plan of
“employer pick-up” under the Internal Revenue Code Section 414(h).

We 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. Please let us know if you have any questions.

Sincerely,

Mok 2. Fondaw-

Mark R. Fenlaw, F.S.A.

Keleron B. Mo

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i\cliente\galvees\2019\specstudies 1.docx
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- CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Shamon R. Hatfield, A.S.A. Michael J, Muth, F.S. A,
Evan L. Dial, FS.A, Christopher S, johnson, F.S.A, Khiem Ngo, F.8.A, AC.AS.
Philip S, Dial, F.S.A. Oliver B. Kiel, F.S.A., Timothy B, Seifert, A.S.A.
Philip J. Ellis, A.S.A. Dustin J. Kim, A.S.A. Chelsea E. Stewart, A.S.A.
Charles V. Faerber, F.S.A, ACAS. Edward A. Mire, F.5.A. Raymond W. Tilotta
Mark R. Fenlaw, F.8.A. Rebecoa B. Morris, A.S.A. Rownald W. Tobleman, F.S.A.
Brandon L. Fuller, F.8.A, Amanda L. Murphy, FS.A. David G. Wilkes, F.S.A.

April 29, 2019

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: Recommended Actuarial Assumptions for the

December 31, 2018 Actuarial Valuation

Dear Trustees:

As a part of the December 31, 2018 actuarial valuation of The City of Galveston Employees’
Retirement Plan for City Employees (the Plan), we have reviewed all of the actuarial assumptions
used in the December 31, 2017 actuarial valuation of the Plan to see if they remain appropriate or
should be revised for the December 31, 2018 actuarial valuation. The results of an actuarial valuation
do not determine the ultimate cost of the Plan but a recommended funding pattem that will
hopefully be well matched with the Plan’s actual experience as it unfolds over the long-term future.
The accuracy and usefulness of actuarial valuations depend upon the use of actuarial assumptions
that will reasonably reflect the Plan’s future experience observed over a long period of time.

All of the major demographic actuarial assumptions were reviewed in preparation for the first regular
actuarial valuation we performed for the Plan which was as of December 31, 2015 and which the
board received in May 2016. We used those demographic assumptions for the three consecutive
annual actuarial valuations through December 31, 2017. All of these demographic assumptions
continue to be appropriate for the December 31, 2018 actuarial valuation, except for mortality,
for which a new assumption is recommended on the next page. In this report, our review of the
economic assumptions, summarized in Exhibit 1, leads us to recommend using the same
assumptions as we did last year.

Economic Assumptions

There are two components to the investment return assumption: (1) the rate of inflation and (2) the
net real rate of return. The current investment return assumption is 7.25% per year net of

S500 Arboretum Blvd,, Suite 200 www.ouddwisdom.com

Austin, Texas 78759

Phone: {512) 346-15%0
Fax: (512)345-7437
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investment-related expenses, consisting of an assumed rate of inflation of 2.75% per year and an
assumed net real rate of return of 4.50%. Each component represents the annual average rate
expected over the long-term future. While this is a theoretical approach, it provides a reasonable
basis for the selection of an investment return assumption. In addition, the cther key economie
assumptions, the general compensation increase assumption and the payroll increase assumption,
are also influenced by the inflation assumption. These economic assumptions are consistent with
each other because they contain the same assumed annual rate of inflation of 2.75%,

Mortality Assumption

The Plan is not large enough for its mortality experience to be the basis of the mortality assumption.
We have always used a published mortality table we considered appropriate for the Plan, with a
projection for mortality improvement. The Society of Actuaries (SOA) conducted the first
mortality study of public pension plans, with the final study released near the end of January. The
study resulted in three sets of mortality tables, one for teachers, one for public safety, and one for
general employees. We believe that the tables for general employees are appropriate for the Plan.
Within each set, there are separate sex-distinct tables for employees and for retirees. In addition,
within each set there are above-median income tables, below-median income tables and total
dataset tables. We believe that the below-median income tables are appropriate for the Plan. The
mortality experience comes from calendar years 2008-2013, with a midpoint of July 1, 2010. The
naming convention uses Pub-2010 as the core acronym, with PubG-2010 the acronym for the

general employees set of tables.

The base tables are projected for future mortality improvement. In prior actuarial valuations, we
used static projection to a future year, (2024), with a projection scale (Scale AA). We recommend
that the mortality assumption for the December 31, 2018 actuarial valuation include generational
projection of mortality improvement (a different effective mortality table for each year of birth
cohort) using the most recent mortality improvement projection scale developed by the SOA, the

MP-2018.

In summary, we recommend that the mortality assumption for the December 31, 2018
actuarial valuation consist of the PubG-2010 below-median income tables for employees and
for retirees, projected for mortality improvement generationally using the projection scale

MP-2018.

Recommended Actuarial Assumptions

As aresult of our review of all of the actuarial assumptions used in the December 31 » 2017 actuarial
valuation, we recommend only one change for the December 3 1, 2018 actuarial valuation, a new

mortality assumption as described above.
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We 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 in

this report.

Sincerely,

Mok 2. Fombowr

Mark R. Fenlaw, F.S.A.,

Qubeosa B. Moy

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i\clients\galvEEs\2019\assumptions.docx
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The City of Galveston Employees® Retirement Plan for City Employees
Review of the Actuarial Investment Return Assumption

Exhibit 1

for the December 31, 2018 Actuarial Valuation

Theoretical Investment Return Assumption Development

Gross Annual
Real Rate of
Investment

Return (ROR)!

Domestic Equity
Large cap (iShares Core S&P 500) 6.5%
Large cap (iShares MSCI USA

min. vol.) 6.5
Mid cap (Vanguard Index) 7.0
Small cap (iShares S&P

Small-Cap) 7.0
International Equity

Developed (iShares MSCI EAFE) 7.0
Emerging (iShares MSCI Emerg.) 8.5

Fixed Income
Domestic Intermediate (Baird, Met
West, TIAA-CREF) 2.0
World (Brandywine Global) 2.5
Multisector (PIMCO Income) 2.5
Alternatives
Long/short equity (Salient) 55
Absolute return (Wells Fargo) 3.5
Balanced allocation (FPA
Crescent) 4.5
Cash 0.5

Estimated
Investment

Expenses’

0.25%

0.36
0.24

0.28

0.29
0.35

0.53
0.79
0.93

1.72
0.92

1.31

0.31

Weighted Average Net Real ROR Assumption

Possible Theoretical Annual Investment Return Assumption
— Net Real ROR Plus Assumed Annual Rate of Inflation

Assumed 2.75% Inflation

Net
Real
ROR

6.25%

6.14
6.76

6.72

6.71
8.15

1.47
1.71
1.57

3.78
2.58

3.19

0.19

Asset Allocation
1231/ Hypothetical
2018% SetA  SetB

13.7% 14% 15%
14.8 14 15
14.6 14 10
_83 8 -6
51.4 50 46
5.1 6 10
26 3 3
7.7 9 13
19.6 19 24
39 5 5
5.0 — 2
28.5 29 34
2.4 3 0
2.8 3 0
4.2 4 —
9.4 10 5
3.0 2 2
100.0% 100% 100%
4.60% 4.63% 4.53%
735% 738% 7.28%

' 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.

% These assumed investmeni-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.

?* From the December 31, 2018 report of the Quantitative Group.

4
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Exhibit 1 (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
1953 - 2018 65 3.50%
1958 - 2018 60 3.67
1963 --2018 55 3.88
1968 - 2018 50 3.99
1973 -- 2018 45 3.83
1978 - 2018 40 3.33
1983 — 2018 35 2.63
1988 - 2018 30 248
1993 - 2018 25 2,20
1998 - 2018 20 2.16

Most inflation forecasts are for 10 years or less. For example, the 10-year forecast in the
December 2018 Livingston Survey published by the Federal Reserve Bank of Philadelphia
was 2.23%. Similarly, the 2019 Wall Street Censuses Survey for the next decade included
an average inflation forecast of 2.2%. However, 10 years is much too short a forecast
period for a public employee defined benefit pension plan. In the 2019 annual report of
the OASDI Trust Funds (Social Security), the ultimate inflation assumptions for their 75-
year projections were 3.2%, 2.6%, and 2.0% 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 2.5% to 3.5%. Shorter term considerations make the bottom half of that

range more desirable.

General Administrative Expenses Paid from the Plan Assets

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

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
2012 106,234 17,966,367 0.59

2012-2018 $910,438 $152,332,087 0.60%

5
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Exhibit 1 (continued)

The assumed future general administrative expenses will be added to the normal cost
contribution rate as was done for the prior three actuarial valuations. For the December 31 ,
2018 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 12/31/2017 Actuarial Economic Assumptions
with 12/31/2018 Actuarial Economic Assumptions

12/31/2017 12/31/2018
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%
General administrative expenses (% of payroll) 0.60% 0.60%

' All assumptions are annual rates.
2 Net of investment-related expenses.
* For both 12/31/2017 and 12/31/2018, it is a 2.75% annual general pay increase plus promotion and

merit pay increases that average 1.4% per year over a 25-year career.
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CONSULTING ACTUARIES
Mitehell L. Bilbe, F.S.A. Shamon R. Hatfield, A.S.A. Khiem Ngo, FS.A, A.C.AS.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A. Elizabeth A. O’Brien, FSA.
Philip 8. Dial, FS.A. Oliver B. Kiel, F.5.A. Timothy B. Seifert, AS A
Philip J. Eliis, A.S.A. Dhustin J. Kim, A.8.A. Chelsea E. Stewart, A S.A.
Charles V. Faerber, F.S.A, A.CAS. Edward A. Mire, F.8.A. Raymond W. Tilotia
Mark R, Fenlaw, F.8.A. Rebecca B. Morris, AS.A, Ronald W, Tobleman, F.8.A.
Brandon .. Fuller, F.8.A. Amanda L. Murphy, F.S.A. David G. Wilkes, E.S A.

Michael J. Muth, F.5.A.

July 24, 2018

Via E-Mail; amasel@hlb-cps.com

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

c/o Ms. Ann 8. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Report on Follow-up Special Study

Dear Trustees:

At your request, we have completed the additional special study for the City of Galveston
Employees’ Retirement Plan for City Employees (the Plan) based upon the discussion of our
June 12, 2018 report on special studies at your July 18, 2018 special board meeting. Our
understanding from that meeting is that we would determine what increased cap on benefits would
be possible if the city were to approve an increase in their contribution rate to 11% and the addition
of retirement eligibility provisions with 20 or more years of service and age plus service greater
than or equal to 75 (rule of 75). As with the first two special studies, we limited the amortization
period for the unfimded actuarial accrued liability (UAAL) to 20 years.

As summarized below, we determined that in order for the Plan to add a rule of 75 retirement
eligibility provision for an unreduced benefit with 20 or more years of service and increase the cap
on benefits to $60,000 per year, the city’s contribution rate would have to increase from 9% to
11% beginning January 1, 2019. This package of benefit improvements and city contribution rate
increase would result in an amortization period for the UAAL of 19.8 years. The attached Exhibit
1 compares the details of this follow-up special study to the original actuarial valuation as of

December 31, 2017
9500 Arborctum Bivd., Switc 200 www.raddwisdoim com “Phone: (512) 1461500
Austin, Texas 78759 Fax: {812) 345.7437
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Retirement eligibility Curren 20 years + Rule 75
Benefit cap $50,000 $60,000
City contribution rate 9% 11%
Amortization period 11.6 vears 19.8 years

Retirement Eligibility and Assumed Retirement Rates

The current retirement eligibility provisions have three parts: (1) age 65 for an unreduced benefit,
(2) ages 62 to 64 with at least five years of service for a reduced benefit (e.g., 80% at age 62), and
(3) ages 55 to 61 with at least ten years of service for a reduced benefit (e.g., 66.7% at age 60 and
50% at age 55). For employees satisfying or projected to satisfy the rule of 75 with 20 years of
service, we added assumed annual rates of retirement at ages 47-64. The assumed rates of
retirement at ages 55 to 64 used in the original valuation were used in the special studies for
reduced early retirement with less than 20 years of service at ages 55 to 64. The table below
compares the assumed rates of retirement used in the original actuarial valuation, which we used
in the special studies for those with less than 20 years of service, to the new assumed rates of
retirement for those with 20 or more years of service who satisfy the rule of 75.

o Le - A ssumed Annual Rates of Retirement -

Tt Jo? Lo Than20 oo - iDorMore . -
TAge i Vg;w; of Service © ~ 13 © Vears of Scrvige .
47-49 A " 5%
50-54 7
55-59 10

60 15

61 10 15

62 20 20

63 20 30

64 20 30
65-69 30 30

The results of the follow-up special study in this report are based on the Plan’s actuarial valyation
as of December 31, 2017 including the actuarial assumptions, except for the retirement rate
assumptions described above, and census data summarized in our report to the board of trustees
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dated April 25, 2018. We assumed the increase in the city’s contribution rate from 9% to 11%
would be effective January 1, 2019.
We 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. Please let us know if you have any questions or if you would like us to join your
next board meeting by a conference call.

Sincerely,

Mark R. Fenlaw, F.S.A.

Qe B. Movess

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i’\clients\galvees\2018\specstudics3.docx
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&

Summary of Actuariz! Valuation
Results as of December 31, 2017

Sl LG e T g e RS S et -"-j’é;aaﬁgg e “&mm :

I. Actuarial Present Value of Future Benefits a—
a. Active employces § 44832676 |$  54,804270
b. Terminated (vested deferred benefit or refund) 2,914,709 2,914,709
¢. Retirees and beneficiaries 31,613,701 31,613,701
d. Total $ 79,361,086 |§ 89,422 630

2. Actuarial Present Value of Future Normal $ 15301928 |% 18,093,336
Cost
Actuarial Accrued Lisbility (Item 1d — Item 2) |$ 64,059,158 |$ 71 ,329,294
Actuarial Value of Assets $ 50,978,100 |3 50,978,100

A

Unfunded Actuzrial Accrued Liability (UAAL)| $§ 13,081,058 |$ 20,351,194
(ftem 3 — Ttem 4)

6. Current Contributions (Percent of Pay)

a. Employees 6.00% 6.00%

b. City of Galveston 9.00 11.00°

¢. Total 15.00% 17.60%
7. Normal Cost (Percent of Payrolf) 6.33% 10.81%
8. Percent of Payroll to Amortize the UAAL

(Item 6¢ — Item 7) 5.67% 6.19%
9. Years to Amortize the UAAL 11.6 years 19.8 years
10. Funded Ratio (Item 4 + Item 3y 79.6% 71.5%
11. Retirement Eligibility and Provisions Current Rule of 75 with

20 years

12. Maximum Annuzl Benefit 8 50,000 :§ 60,000

! The increase in the city contribution rate from 9% to 11% was assumed to be effective January 1, 2019. The delay was
reflected in the determination of item 9.

? The funded ratio is not eppropriate 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 asscts instead of the aciuarial value of assets for item 10
results in fimded ratios of 80.5% for the original valuation and 72.3% for the follow-up special study.
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CONSULTING ACTUARIES
Mitchell L. Bilbe, F.5.A, Shannon R, Hatfield, A.S.A. Khiem Ngo, FS.A., A.CAS.
Evan L. Dial, F.S.A. Christopher S, Johnson, F.S.A, Elizabeth A. O’Brien, F.S A,
Philip S. Dial, F.S.A. Oliver B. Kiel, F.S.A. Timothy B. Seifert, AS.A,
Philip J. Ellis, A.S.A. Dustin J. Kim, A.SA., Chelsea E. Stewart, A.S.A.
Charles V. Faerber, FS.A,ACAS. Edward A. Mire, F.S.A, Raymond W. Tilotta
Mark R. Fenlaw, F.§.A, Rebecea B. Morris, A.S.A, Ronald W, Tobleman, R§.A,
Brandon L. Fuller, F.S.A. Amanda L. Murphy, F.S.A. David G. Wilkes, FS.A.

Michael J. Muth, F.S.A.

June 12, 2018

Via E-Mail: amasel@hib-cpa.com

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

¢/o Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Final Report on Special Studies

Dear Trustees:

We have completed the two special studies for the City of Galveston Employees’ Retirement Plan
for City Employees (the Plan) you requested at your May board meeting. Our understanding from
that meeting is that we would first study the combined effect of adding a retirement eligibility
provision for an unreduced benefit at ages 60 to 64 with 20 or more years of service along with an
increase in the current $50,000 cap on benefits, such as to $60,000 or $70,000 per year. Without
knowing the results of this first study, the board’s hope was that these benefit improvements would
not require an increase in contribution rates, but that they would be possible from increasing the
amortization period for the unfunded actuarial accrued liability (UAAL) from the 11.6 years in the
original actuarial valuation as of December 31, 2017 to around 20 years,

The second study you requested is to add a rule of 75 retirement eligibility provision for an
unreduced benefit with 20 or more years of service. For example, an employee age 50 who had
25 years of service would be eligible to retire, satisfying the rule of 75 (age plus service greater
than or equal to 75) with 20 or more years of service. This second study is to be studied in
combination with the first study to determine how much the city contribution rate would have to
increase to have an amortization period of 20 years for the UAAL,

Results and Details of the First Study

The table on the following page summarizes the first study and compares it to the original actuarial
valuation as well as some related alternative studies that we have included.

9500 Arboretum Bivd., Suite 200 www.mddwisdom.com Phone: (512)346-15%0
Austin, Texas 78758

Fax: (512) 345-7437
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Retirement eligibility Current 60+ 20 60 + 20 60 + 20 Current
Benefit cap $50,000 $55,000 $60,000 $60,600 $85,000
City contribution rate 9.00% 9.00% 9.00% 9.25% 9.00%
Normal cost 9.33% 9.91% 10.06% 10.06% 10.04%
Amortization period 11.6 years | 19.2 years | 21.6 years | 20.0 years | 19.6 years

The current retirement eligibility provisions have three parts: (1) age 65 for an unreduced benefit,
(2) ages 62 to 64 with at least five years of service for a reduced benefit (e.g., 80% at age 62), and
(3) ages 55 to 61 with at least ten years of service for a reduced benefit (e-g., 66.7% at age 60 and
50% at age 55). For the first study, we changed the retirement eligibility provisions to add an
unreduced benefit at ages 60 to 64 with 20 or more years of service and left the other provisions
unchanged for retirement with less than 20 years of service at ages 55 to 64 and for retirement at

ages 55 to 59 with 20 or more years of service. Therefore we added new assumed rates

of

retirement at ages 60 to 64 for those with 20 or more years of service at those ages. The table
below compares the assumed rates of retirement used in the original actuarial valuation, which we

used in the first study for those with less than 20 years of service, to the new assumed rates
retirement for those with 20 or more years of service,

60 10 15%
61 10 15
62 20 20
63 20 30
64 20 30
63-69 30 -

of
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Results and Details of the Second Study

We determined that in order for the Plan to add a rule of 75 retirement eligibility provision for an
unreduced benefit with 20 or more years of service and increase the cap on benefits to $55,000 per
year, the city’s contribution rate would have to increase from 9% to 10.6% beginning January 1,
2019. This package of benefit improvements and city contribution rate increase would result in
an amortization period for the UAAL of 19.8 years.

For employees satisfying or projected to satisfy the rule of 75 with 20 years of service, we added
assumed annual retirement rates of 5% at ages 47 to 49, 7% at ages 50 to 54, and 10% at ages 55
to 59. The assumed retirement rates for ages 60-64 with 20 years of service are the same as for
the first study shown above. Similarly, the assumed retirement rates with less than 20 years of
service are the same as for the first study shown above.

# % * * * *
The results of the special studies in this teport are based on the Plan’s actuarial valuation as of
December 31, 2017, including the actuarial assumptions and census data summarized in our report
to the board of trustees dated April 25, 2018. For the alternative study B, we assumed the 0.25%
increase in the city’s contribution rate would be effective January 1, 2019 and recognized that

timing in calculating the amortization period. Similarly for the second study, we assumed the
1.6% increase in the city’s contribution rate would be effective January 1, 2019.

contained herein. Please let us know if you have any questions or if you would like us to join your
next board meeting by a conference call.

Sincerely,

Mok . Felai

Mark R. Fenlaw, F.S.A.

Koot B. Moo

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i:\clients\galvees\2018\specstudies2.docx
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CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Shannon R. Hatfield, A.S.A.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A.
Philip S. Dial, F.S.A. Oliver B. Kiel, F.S.A.
Philip J. Ellis, A.S.A. Dustin J. Kim, A.S.A.
Charles V. Faerber, F.S.A.,, A.C.A.S. Edward A. Mire, F.S.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A.
Brandon L. Fuller, F.S.A. Amanda L. Murphy, F.S.A.

Michael J. Muth, F.S.A.

Via E-Mail: amasel@hlb-cpa.com

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

¢/o Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Report on Special Studies

Dear Trustees:

Khiem Ngo, F.S.A., A.CAS.
Elizabeth A. O’Brien, F.S.A.
Timothy B. Seifert, A.S.A.
Chelsea E. Stewart, A.S.A.
Raymond W. Tilotta

Ronald W. Tobleman, F.S.A.
David G. Wilkes, F.S.A.

June 8, 2018

We have completed one of the special studies for the City of Galveston Employees’ Retirement
Plan for City Employees (the Plan) you requested at your May board meeting. Our understanding

from that meeting is that we would first study the combined effect of addin

g aretirement eligibility

provision for an unreduced benefit at ages 60 to 64 with 20 or more years of service along with an
increase in the current $50,000 cap on benefits, such as to $60,000 or $70,000 per year. Without
knowing the results of this first study, the board’s hope was that these benefit improvements would
not require an increase in contribution rates, but that they would be possible from increasing the
amortization period for the unfunded actuarial accrued liability (UAAL) from the 11.6 years in the

original actuarial valuation as of December 31, 2017 to around 20 years.

The second study you requested is to add a rule of 75 retirement eligibility provision for an
unreduced benefit with 20 or more years of service. For example, an employee age 50 who had
25 years of service would be eligible to retire, satisfying the rule of 75 (age plus service greater
than or equal to 75) with 20 or more years of service. This second study is to be studied in
combination with the first study to determine how much the city contribution rate would have to

increase to have an amortization period of 20 years for the UAAL.

Results of the First Study

We have completed the first study but not the second one. The table on the following page
summarizes the first study and compares it to the original actuarial valuation as well as some

related alternative studies that we have included.

9500 Arboretum Blvd., Suite 200 www.ruddwisdom.com
Austin, Texas 78759

Phone: (512) 346-1590
Fax: (512) 345-7437

P122



Trustees
Page 2

June 8, 2018

Soilem el _ Study 1o s 3
Retirement eligibility Current 60 + 20 60 + 20 60 + 20 Current
Benefit cap $50,000 $55,000 $60,000 $60,000 $85,000
City contribution rate 9.00% 9.00% 9.00% 9.25% 9.00%
Normal cost 9.33% 9.91% 10.06% 10.06% 10.04%
Amortization period 11.6 years | 19.2 years | 21.6 years | 20.0 years | 19.6 years

The current retirement eligibilit
(2) ages 62 to 64 with at least fi
(3) ages 55 to 61 with at least ten
50% at age 55). For the first
unreduced benefit at ages 60 to 64 wi
unchanged for retirement with less
ages 55 to 59 with 20 or more y
retirement at ages 60 to 64 for th
below compares the assumed rate
used in the first study for those with less than 20

Ve

study,

Details of the First Study

s of retirement used in the ori

retirement for those with 20 or more years of service.

el Assumed Annual Rates of Retirement
S Less Than 20 - 20 or More
Age Years of Service Years of Service
55-59 3% —
60 10 15%
61 10 15
62 20 20
63 20 30
64 20 30
65-69 30 s

y provisions have three parts: (1) age 65 for an unreduced benefit,
years of service for a reduced benefit (e.g., 80% at age 62), and
years of service for a reduced benefit (e.g., 66.7% at
we changed the retirement eligibility provisions to add an
th 20 or more years of service and left the other provisions
than 20 years of service at ages 55 to 64 and for retirement at
ears of service. Therefore we added new assumed rates of
ose with 20 or more years of service at those ages. The table
ginal actuarial valuation, which we
years of service, to the new assumed rates of

age 60 and
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The results of the special study in this report are based on the Plan’s actuarial valuation as of
December 31, 2017, including the actuarial assumptions and census data summarized in our report
to the board of trustees dated April 17, 2018. For the alternative study 2, we assumed the 0.25%
increase in the city’s contribution rate would be effective January 1, 2019, and recognized that
timing in calculating the amortization period.

We 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. Please let us know if you have any questions or if you would like us to join your
next board meeting by a conference call.

Sincerely,

Mok R. Fombas

Mark R. Fenlaw, F.S.A.

Koo B. Mo

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

Enclosures

i:\clients\galvees\2018\specstudies.docx
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CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Shannon R. Hatfield, A.S.A.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A.
Philip S. Dial, F.S.A. Oliver B. Kiel, F.S.A.
Philip J. Ellis, A.S.A. Dustin J. Kim, A.S.A.
Charles V. Faerber, F.S.A., A.C.AS. Edward A. Mire, F.S.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A.
Brandon L. Fuller, F.S.A. Amanda L. Murphy, F.S.A.

Michael J. Muth, F.S.A.

Board of Trustees

The City of Galveston Employees’
Retirement Plan for City Employees

¢/o Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Khiem Ngo, F.S.A,, A.CAS.
Elizabeth A. O’Brien, F.S.A.
Timothy B. Seifert, A.S.A.
Chelsea E. Stewart, A.S.A.
Raymond W. Tilotta

Ronald W. Tobleman, F.S.A.
David G. Wilkes, F.S.A.

April 17,2018

Re: Recommended Actuarial Assumptions for the
December 31, 2017 Actuarial Valuation

Dear Trustees:

As a part of the December 31, 2017 actuarial valuation of The City of Galveston Retirement Plan for
City Employees (the Plan), we have reviewed all of the actuarial assumptions used in the
December 31, 2016 actuarial valuation of the Plan to see if they remain appropriate or should be
revised for the December 31, 2017 actuarial valuation. The results of an actuarial valuation do not
determine the ultimate cost of the Plan but a recommended funding pattern that will hopefully be
well matched with the Plan’s actual experience as it unfolds over the long-term future. The
accuracy and usefulness of actuarial valuations depend upon the use of actuarial assumptions that
will reasonably reflect the Plan’s future experience observed over a long period of time.

All of the major demographic actuarial assumptions were reviewed in preparation for the first regular
actuarial valuation we performed for the Fund which was as of December 31, 2015 and which the
board received in May 2016. We used those assumptions for both the December 31, 2015 and the
December 31, 2016 actuarial valuations. All of those demographic assumptions continue to be
appropriate for the December 31, 2017 actuarial valuation. In our review of economic
assumptions last year, we recommended a 0.25% decrease in the inflation component of the
investment return assumption, the general compensation increase assumption, and the payroll
increase assumption. In this report, our review of the economic assumptions, summarized in
Exhibit 1, leads us to recommend another 0.25% decrease in the general compensation increase
and the payroll increase assumptions but not in the investment return assumption.

There are two components to the investment return assumption: (1) the rate of inflation and (2) the
net real rate of return. Each component represents the annual average rate expected over the
long-term future. While this is a theoretical approach, it provides a reasonable basis for the
selection of an investment return assumption. In addition, the other key economic assumptions,
the general wage increase assumption and the payroll increase assumption, are also influenced by

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

Austin, Texas 78759

Fax: (512)345-7437
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the inflation assumption. These economic assumptions are consistent with each other because they
contain the same assumed rate of inflation.

Last year the 7.25% investment return assumption consisted of an assumed rate of inflation of 3%
and an assumed net real rate of return of 4.25%. The recommended investment return assumption
for the December 31, 2017 actuarial valuation is 7.25% per year net of investment-related
expenses, consisting of an assumed rate of inflation of 2.75% per year and an assumed net real rate
of return of 4.50%. There are several reasons that we are increasing the assumed net real rate of
return from 4.25% to 4.50%. Since last year there have been several changes in the Plan’s
investments as well as a slight shift in the asset allocation.

o The change in the international equities from active management to passive management
lowered the investment expenses which increased the expected return.

o The addition of an emerging markets ETF as a part of the international equity allocation
increased the expected return.

o There was a slight shift in the asset allocation, increasing equities by 2% and decreasing
fixed income by 2%, which increased the expected return.

As a result of these changes, the weighted average net real rate of return increased from 4.47% as
of December 31, 2016 to 4.69% as of December 3 1,2017. The rounded down assumptions were
4.25% last year and 4.50% for the December 31, 2017 actuarial valuation.

Recommended Actuarial Assumptions

As aresult of our review of all of the actuarial assumptions used in the December 3 1,2016 actuarial
valuation, we recommend a 0.25% reduction in the general compensation increase assumption and
the payroll increase assumption from 3% to 2.75% and no changes to any of the other actuarial
assumptions for the December 31, 2017 actuarial valuation. Please let us know if you have any

questions.

We 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 in

this report.
Sincerely,

Mek 2. Fomlaw—

Mark R. Fenlaw, F.S.A.

Kuleeoa B. Mo

Rebecca B. Morris, A.S.A.

MRF/RBM:nlg

i:\clients\galvEEs\2018\assumptions.docx

P126



Exhibit 1
The City of Galveston Employees’ Retirement Plan for City Employees
Review of the Actuarial Investment Return Assumption
for the December 31, 2017 Actuarial Valuation

Theoretical Investment Return Assumption Development

Gross Annual
Real Rate of Estimated Net Asset Allocation
Investment Investment Real 12/31/ Hypothetical
Return (ROR)!  Expenses? ROR 20173 SetA  SetB
Domestic Equity
Large cap (iShares Core S&P 500) 6.5% 0.25% 6.25% 14.2% 14% 15%
Large cap (iShares MSCI USA
min. vol.) 6.5 0.36 6.14 14.1 14 15
Mid cap (Vanguard Index) 7.0 0.27 6.73 15.1 14 10
Small cap (iShares S&P
Small-Cap) 7.0 0.28 6.72 _87 _8 _6
52.1 50 46
International Equity
Developed (iShares MSCI EAFE) 7.0 0.29 6.71 5.7 6 10
Emerging (iShares MSCI Emerg.) 8.5 0.35 8.15 3.0 _3 _3
8.7 9 13
Fixed Income
Domestic Intermediate (Baird, Met
West, TIAA-CREF) 2.0 0.56 1.44 18.9 19 24
World (Brandywine Global) 2.5 0.79 1.71 3.9 5 5
Multisector (PIMCO Income) 2.5 0.71 1.79 _4.7 _5 _5
275 29 34
Alternatives
Multialternative (MFS Global) 4.0 1.33 2.67 2.5 3 0
Absolute return (Wells Fargo) 3.5 0.92 2.58 2.8 3 0
Balanced allocation (FPA
Crescent) 4.5 1.28 3.22 _43 _4 _5
9.6 10 5
Cash 0.5 0.31 0.19 21 2 2

100.0%  100%  100%

Weighted Average Net Real ROR Assumption 4.69% 4.60% 4.54%

Possible Theoretical Annual Investment Return Assumption

= Net Real ROR Plus Assumed Annual Rate of Inflation

Assumed 3.00% Inflation 7.69%  7.60% 7.54%
Assumed 2.75% Inflation 7.44 7.35 7.29

' 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.
* From the December 31, 2017 report of the Quantitative Group.

3 P127



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

Years Number Average
(Dec. to Dec.) of Years Annual Increase
1952 -2017 65 3.48%
1957 -2017 60 3.67
1962 — 2017 55 3.88
1967 - 2017 50 4.05
1972 - 2017 45 3.98
1977 - 2017 40 3.51
1982 - 2017 35 2.68
1987 -2017 30 2.56
1992 —-2017 25 2.23
1997 -2017 20 2.14

Most inflation forecasts are for 10 years or less. For example, the 10-year forecast in the
December 2017 Livingston Survey published by the Federal Reserve Bank of Philadelphia
was 2.34%. Similarly, the 2018 Wall Street Censuses Survey for the next decade included
an average inflation forecast of 2.4%. However, 10 years is much too short a forecast
period for a public employee defined benefit pension plan. In the 2017 annual report of
the OASDI Trust Funds (Social Security), the ultimate inflation assumptions for their 75-
year projections were 3.2%, 2.6%, and 2.0% 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 2.5% to 3.5%. Shorter term considerations make the bottom half of that

range more desirable.

General Administrative Expenses Paid from the Plan Assets

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

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
2012 106,234 17,966,367 0.59

2012-2017 $771,574 $126,023,664 0.61%

All but 2013 $635,250 $108,453,647 0.59%

The assumed future general administrative expenses will be added to the normal cost
contribution rate as was done for both the December 31 » 2015 and the December 31, 2016
actuarial valuations. For the December 31, 2017 actuarial valuation, we recommend
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assuming 0.60% of payroll, the average developed above for five of the last six plan years
(all but 2013) rounded up. This is the same assumption as was used for the December 31,
2016 actuarial valuation. The covered payroll was determined as the employee
contributions for the plan year divided by the 6% contribution rate.

Comparison of 12/31/2016 Actuarial Economic Assumptions
with 12/31/2017 Actuarial Economic Assumptions

12/31/2016 12/31/2017

Actuarial Actuarial

Economic . Economic

Actuarial Assumption’ Assumptions Assumptions

Inflation (Price) 3.00% 2.75%
Net real rate of return? 4.25 4.50
Net total investment return? 7.25% 7.25%
Employee pay increase? 4.40% 4.15%
Aggregate payroll increase 3.00% 2.75%
General administrative expenses (% of payroll) 0.60% 0.60%

' All assumptions are annual rates.

% Net of investment-related expenses.

* For 12/31/2016, it is a 3% annual general pay increase plus promotion and merit pay increases that
average 1.4% per year over a 25-year career. For 12/31/2017, itis a 2.75% annual general pay increase
plus promotion and merit pay increases that average 1.4% per year over a 25-year career.
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Brandon L. Fuller, F.S.A.

Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Christopher S. Johnson, F.S.A. Amanda L. Murphy, F.S.A.
Evan L. Dijal, F.S.A. Oliver B. Kiel, F.S.A. Michael J. Muth, F.S.A.
Philip S. Dial, F.S.A. Dustin J. Kim, A.S.A. Khiem Ngo, FS.A, ACAS.
Philip J. Ellis, A.S.A. Robert M. May, F.S.A. Elizabeth A. O’Brien, F.S.A.
Charles V. Faetber, F.S.A,, ACAS. Edward A. Mire, F.S.A. Raymond W. Tilotta
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. Ronald W. Tobleman, F.S.A.

November 6, 2017

Via BE-Mail: KEiienne@GalvestonTx.gov

Mr. Kent Etienne, Jr.

Executive Director of Human Resources
and Civil Service

City of Galveston

823 Rosenberg

Galveston, Texas 77550

Re: Information on Pensioners of the Civilian

and Firefighter Retirement Plans

Dear Mr. Etienre:

At your request, we are providing information on pensioners of the City of Galveston Employees
Retirement Pian for City Employees and the Galveston Firefighters’ Pension Fund. We provided
the actuarial services for the boards of these plans this year and have the census data on their
pensioners as of December 31, 2016.

You shared with us last week what information you are wanting, and we said we could provide all
of the items except salary information. The salary at retirement is not available to us in the datz
we use for the actuarial valuation. Because of the personal nature of the information, we have
uploaded two spreadsheets on our secure server for your accessing the information.

Even if we could have provided you the salary in the year prior to retirement, there are some
characteristics of the current monthly benefits that would limit the comparability of the information
provided by the monthly benefit as a percentage of salary. The monthly benefit is not only a
function of the average compensation in the last five years of employment but also of the years of
service. We had the service for most of the retirees in the firefighter plan but had no service data
in the civilian plan. Some of the benefits in the civilian plan reflect a reduced benefit after the
terminating employee elected a lump sum payment of their contributions to the plan. Other
benefits reflect the election of early retirement, with the benefit reduced for the number of years
remaining to age 65. In addition, the benefits to beneficiaries are 50% of the original benefit to
the deceased civilian member. For the firefighters’ plan, many of the retirees took a partial lump
sum and a reduced monthly benefit, and the benefits of the beneficiaries are two-thirds of the

benefit of the deceased firefighter.

David G. Wilkes, F.S.A

9500 Arboretum Blvd., Suite 200 www.ruddwisdom.com

Austin, Texas 78759

Phone: (512) 346-159)
Fax: (512) 345-7437
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Mr. Kent Etienne, Jr.
Page two

November 6, 2017

On the two spreadsheets, we determined the age as of December 31, 2017 for all of the pensioners.
The age at date of retirement was determined for only the retirees for which we had the date of
retirement and not for disability retirements or beneficiaries. As shown at the top of the
spreadsheets, the average age at retirement for the civilian plan was 59.2 and 54.9 for the fire plan.
The average length of service for the fire plan was 29.5 years.

Following this letter is a table of remaining years of life expectancy for the pensioners in the two
plans based on the mortality assumption used in actuarial valuations of each of the plans as of
December 31, 2016. The mortality assumption is the same for both plans, the RP-2000 Combined
Heaithy Mortality Table projected to 2024 by Scale AA for males and for females (sex distinct).
The projection is to reflect anticipated mortality improvement from 2000 to 2024, i.e. people
expected to be living longer in 2024 than in 2000, the base year of the mortality table published in

2000.

Please let us know if you have any questions about the pensioner information or the table of
remaining years of life expectancy.

Sincerely,

Mok R. Fondaw

Mark R. Fenlaw, F.S.A.

Kb B. Mo

Rebecca B. Morris, A.S.A.

MRF/RBM:Ib
Enclosure
cc:  Ms. Ann Masel, Plan Administrator
Ms. Rebecca Johnson, Plan Administrator
i:\clients\galvees\2017\life-expectancy.docx
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Table of Remaining Years of Life Expectancy
for Pensioners in the Civilian and Firefighter Retirement
Plans for the City of Galveston!

Attained Remaining Yeats of Life Expectancy

Age Male Female
50 33.09 34.79
51 32.14 33.83
52 31.19 32.87
53 30.24 31.92
54 29.29 30.97
55 28.35 30.03
56 27.41 29.10
57 26.48 28.17
58 25.57 27.26
59 24.66 26.35
60 23.75 25.46
61 22.86 24,57
62 21.98 23.69
63 21.11 22.83
64 20.26 21.98
65 19.42 21.15
66 18.60 20.33
67 17.79 19.52
68 16.99 18.73
69 16.21 17.95
70 15.43 17.19
71 14.67 16.44
72 13.92 15.70
73 13.18 14.98
74 12.45 14.26
75 11.74 13.57
76 11.05 12.88
77 10.38 12.20
78 9.73 11.55
79 9.11 10.92
80 8.51 10.30
81 7.94 9.69
82 7.40 9.11
83 6.90 8.54
84 6.41 7.99

' The mortality assumption for both plans is the RP-2000 Combined Healthy Mortality Table projected to 2024
by Scale AA for males and for females (sex distinct).
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CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Brandon L. Fuller, AS.A. Michael J. Muth, F.S.A.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A. Khiem Ngo, FS.A,, ACAS.
Philip S. Dial, F.S.A. Oliver B. Kiel, F.S.A. Elizabeth A. O'Brien, F.5.A.
Philip J. Ellis, A.S.A. Robert M, May, F.S.A. Raymond W, Tilotta
Charles V. Faerber, FS.A., A.CAS. Edward A. Mire, FS.A. Ronald W. Tobleman, F.S.A.
Mark R. Fenlaw, F.5.A. Rebecca B. Morris, AS.A. David G. Wilkes, F.S.A.
Amanda L. Murphy, FS.A.
July 26, 2017

Ms. Ann Masel, CPA

Plan Administrator

1011 Tremont Street

Galveston, Texas 77550

Re: Suggested Wording for Section 4.1
Dear Ann:

At your request, we are providing the two sentences below as our suggested replacement of the current
first two sentences in Section 4.1 of the current plan document for The City of Galveston Employees’
Retirement Plan for City Employees. The current third sentence in Section 4.1 could remain.

“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 to amortize the unfunded actuarial accrued liability in a
reasonable period as indicated in the pension funding guidelines of the Texas Pension
Review Board. The Employer contributions shall include the anticipated costs of
administering the Fund in order to comply with all fiduciary, legal, and accounting

requirements.”
We are copying the Plan’s legal counsel, Mr. Stefan Smith, Please let us know if you have any
questions.
Sincerely,
Mark R. Fenlaw, F.S.A.
MREF:1b

cc:  Mr. Stefan Smith
t:\clients\galvees\2017\plan-doc-Itr.docx

9500 Arboretum Blvd,, Suite 200 Phone: (512)346-1590 Post Office Box 204200
Austin, Texas 78759 Fax: (512)345-7437 Austin, Texas 78720-4209
isd
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Pension Review Board
Pension Funding Guidelines
(Adopted 01/26/17; Effective 06/30/17)

The purpose of the Pension Review Board’s Pension Funding Guidelines is to provide guidance to public
retirerient systems and thelr sponsoring governmental entiiies In meeting their long-term pension
obligations. The Guidelines are Intended to foster communication between plans and their sponsors as
they determine a reasonable approach to responsible funding, whether the contribution rate is fixed or

actuarlally determined,

Public retirement systems should develop a funding policy, the primary objective of which Is to fund the
obligations over a time frame that ensures benefit security while balancing the additional, and
sometimes competing, goals of Intergenerational equity and a stable contribution rate.

1, The funding of a pension plan should reflect all plan obligations and assets.

2. The allocation of the normal cost portion of the contributions should be level or declining as a
percentage of payroll over all generations of taxpavers, and should be calculated under applicable
actuarial standards.

3. Funding of the unfunded actuarial accrued liabllity should be level or declining as a percentage of
payroll over the amortization pericd.

4. Actual contributions made to the plan should be sufficlent to cover the normal cost and to amortize
the unfunded actuarial accrued liability over as brief a period as possible, but not to exceed 30
years, with 10 - 25 years being a more the preferable target range.* For plans that use multiple
amortization layers, the weighted average of all amortization periods should not exceed 30 years.*
Benefit increases should not be adopted if all plan changes being considered cause a materijal
increase in the amortization period and If the resulting amortization period exceeds 25 years,

5. The choice of assumptions should be reasonable, and should comply with applicable
actuarlal standards.

6. Retirement systems should monitor, review, and report the impact of actual plan experience on

actuarial assumptions at least once every five years.

*Plans with amortization periods that excead 30 years as of 06/30/2017 should seek to reduce thelr amortization
period to 30 years or less as soon as practicable, but not later than 06/30/2025.
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From: Mark Fenlaw <mfenlaw@ruddwisdom.com>

Seni: Wednesday, July 26, 2017 9:18 AM

To: Ann Masel

Cc: ‘Kent Etienne’; Jacque Vasquez; 'Smith, Stefan*: ‘Rebecca Morris’
Subject: Section 4.1 of Galveston Employees' Plan Document
Attachments: plan-doc-ltr.pdf; PRBfunding guidelines.pdf

Ann,

Mark

Mark R. Fenlaw, F.S.A.
£ Rudd and Wisdom, inc.

CPENORD s Ay

9500 Arboretum Boulevard, Suite 200, Austin, TX 78759 | www.ruddwisdom.com
Phone: 512.346.1590 | Fax:512.345.7437 | mfenlaw@ruddwisdom.com

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 applicabie 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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Rudd and Wisdom, Inc,

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Brandon L. Fuller, A.S.A. Michsel J, Muth, F.S.A.
Evan L. Dial, F.S.A, Christopher S. Johnson, F.S.A. Khiem Ngo, F.SA.,, A.CAS.
Philip S. Dial, F.S.A. Oliver B, Kiel, F.S.A, Elizsbeth A. O’Brien, A.S.A.
Philip J. Ellis, A.S.A. Robert M. May, F.S.A. Raymond W. Tilotts
Charles V. Feerber, F.S.A., A.C.A.S. Edward A. Mire, F.S.A. Raonald W, Tobleman, F.S.A,
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. David G. Wilkes, F.S.A.
Amanda L, Murphy, F.S.A,

January 11, 2017

Via E-Mail: ML oftin@GalvestonTx.Gov

Mr. Mike Loftin

Assistant City Manager Finance
City of Galveston

823 Rosenberg

Galveston, Texas 77553

Re: Cash Flow Projection
Dear Mr, Loftin:

At your request, we are providing this cash flow projection to help the city better understand the
calculations in our September 26, 2016 report of a special actuariai analysis of the City of
Galveston Employees’ Retirement Plan for City Employees (the Plan) as if the Plan had been
frozen on December 31, 2015. Even though the request for this cash flow projection did not
come directly from the Plan Board of Trustees, the request for the analysis in 2016 did come
from the board, and this work is an extension of that special report.

Attached to this cover letter is a hard copy of a spreadsheet showing year by year projections of
benefits that would have been expected to be paid from the Plan if it had been frozen on
December 31, 2015. The first column contains projected benefits for the 459 active participants
of their frozen accrued benefits. For those actives who had five or more completed years as of
December 31, 2015, the vested accrued benefit was projected to commence when they would
attain age 65 or in 2016 if already 65 or above. The 232 active participants with less than five
completed years had no vested accrued benefit, so their accumulated contributions (derived from
the 6% contributions of their total pay) were projected to be paid in 2016. The below total of the
refunds of non-vested employee contributions of $1,111,093 is included in the $1,379,538 total
for 2016 shown on the attached projection. At your request, we have shown those contributions
by year of hire.

Year of Hire Number Accumulated Contributions

2015 77 $ 88,600

2014 58 212,447

2013 50 312,618

2012 26 222,091

2011 21 275,337

232 $1,111,093
9500 Arboretnm Blvd., Suite 200 Phone: (512) 346-1590 Post Office Box 204209
Austin, Texas 78759 Fax: (512) 345-7437 Austin, Texas 78720-4209

www.ruddwisdom.com
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The second column of the spreadsheet contains projected benefits for the 329 pensioners and
projected benefits deferred to age 65 for the 55 vested terminated participants. The amount
shown for 2016 also includes amounts that were payable but had not yet been requested by 154
terminated non-vested participants due only a refund of their contributions. The 2016 amount
for the 329 pensioners is $3,390,976, while the payable refunds total is $511,621. The third

column is the sum of the first two columns.

The fourth column is the present value as of December 31, 2015 of the third column projected
amount for each year. To simplify the spreadsheet, the sum of the monthly benefit payments in
each year is discounted from the middle of that year to December 31, 2015 using the assumed
discount rate of 6.25% that was the assumption in the special actuarial analysis. The sum of the
accumulated contributions and the payable refunds included in the 2016 projected payments is
not discounted. The grand total of the fourth column of $59.05 million is less than the total of
$61.55 million in our September 26, 2016 report of the special actuarial analysis primarily
because the fourth column does not include the present value of administrative expenses of $1.94
million. In addition, the fourth column does not include some relatively small refinements that
were reflected in the September 26, 2016 report calculations.

Attached to the e-mail of this report is an electronic version of the spreadsheet which follows this
cover letter. Please let us know if there are any questions about this report. 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.

Sincerely,

Mok L. Fonbace

Mark R. Fenlaw, F.S.A.

Rebecca B. Morris, A.S.A.
MRF:bb
Enclosures

cc w/encl.: Ms, Ann Masel, Plan Administrator
INCLIENTS\GalvEE«\201 7\cash-flow-cover.doox

P137




danuary 1%, 2017

WWMGMMWMMPMfMWEW
Benefit Payment Projection
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Projected Futura Benefit Payments
Emplovees as of Pensioners gs of Discoynted Present

Yesr 12/31/2015 12/31/2015 Total Value

2016 1,379,538 3,902,597 5,282,135 5,172,857
2017 294,410 3,345,603 3,640,103 3,323,688
2018 391,756 3,295,327 3,688,083 3,169,409
2019 452,147 8,276,539 3,728,686 3,015,814
2020 571,105 3,205,262 3,776,367 2,874,710
2021 681,280 3,200,107 3,881,387 2,780,851
2022 798,126 3,117,562 3,915,688 . 2,640,402
2023 959,566 3,062,792 4,022,358 2,552,782
2024 1,214,272 2,993,455 4,207,727 2,513,342
2025 1,526,082 2,907,605 4,433,687 2,492,528
2026 1,758,402 2,831,147 4,589,549 2,428,377
2027 1,809,031 2,740,551 4,549,582 2,265,629
2028 1,882,753 2,640,449 4,523,202 2,119,992
2029 1,923,360 2,516,442 4,445,602 1,961,144
2030 1,995,045 2,416,020 4,411,065 1,831,361
2031 2,107,269 2,302,504 4,409,773 1,723,129
2032 2,157,616 2,194,806 4,352,422 1,600,676
2033 2,185,204 2,075,336 4,270,540 1,478,177
2034 2,210,593 1,973,420 4,184,013 1,363,037
2035 2,228,602 1,853,245 4,081,847 1,251,533
2036 2,252,318 1,729,189 3,981,507 1,148,958
2037 2,296,342 1,615,295 3,911,637 1,062,396
2038 2,277,701 1,491,856 3,769,557 963,583
2039 2,226,516 1,401,399 3,627,915 872,825
2040 2,186,053 1,286,956 3,473,009 786,405
2041 2,145,066 1,170,645 3,315,711 706,625
2042 2,068,443 1,058,694 3,127,137 627,235
2043 1,997,819 951,879 2,949,698 556,842
2044 1,944,223 850,563 2,795,086 496,616
2045 1,872,862 756,506 2,629,368 439,691
2046 1,839,725 669,214 2,508,939 394,873
2047 1,763,831 589,158 2,352,989 348,545
2048 1,654,862 516,587 2,181,449 304,127
2049 1,565,271 451,408 2,016,679 264,617
2050 1,467,992 397,095 1,865,087 230,330
2051 1,363,328 345,814 1,709,142 198,656
2052 1,265,126 300,755 1,565,891 174,299
2053 1,162,181 261,426 1,423,607 146,573
2054 1,063,040 227,210 1,290,250 125,029
2055 968,431 197,456 1,165,887 106,332
2056 880,478 171,586 1,052,064 90,307
2057 796,170 149,094 945,264 76,366
2058 717,494 125,475 846,969 64,400
2059 644,458 112,280 756,738 54,155
2060 576,975 97,156 674,131 45,405
2061 514,810 83,818 598,628 37,948
2062 457,752 72,031 $25,783 31,608
2063 405,592 61,601 467,193 26,234
2064 358,106 52,400 410,506 21,695
2065 315,008 44,329 359,337 17,874
2066 275,997 37,295 313,292 14,667
2057 240,761 31,212 271,973 11,984
2068 209,028 26,000 235,028 9,747
2069 180,523 21,589 202,112 7,888
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78,461
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53,065
43,016
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27,425
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172,902
147,065
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104,378
87,019
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59,133
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11,945
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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitcheli L. Bilbe, F.S.A. Brandon L. Fuller, A.S.A. Michael J. Muth, F.S.A.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A. Khiem Ngo, F.S.A., ACA.S.
Philip S. Dial, F.S.A. Cliver B. Kiel, F.S.A. Elizabeth A. O’Brien, AS.A.
Philip J. Ellis, A.S.A_ Robert M. May, F.S.A. Raymond W. Tilotta
Charles V. Faerber, F.S.A., ACAS. Edward A. Mire, F.S.A. Ronald W. Tobleman, F.S.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. David G. Wilkes, F.S.A.

Amanda L. Murphy, F.S.A.

November 11, 2016

Via E-Mail: amasel@hlb-cpa.com

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:  Follow-up Questions

Dear Trustees:

At your request during your November 1 board meeting, we have determined the answers to
these two questions:

1. What increase in the city contribution rate would be required to remove the cap on
monthly benefits, currently at the annual rate of $50,000?

2. If the plan were to be frozen, what annual contribution would be required to fully fund
the plan over these periods: 15, 20, 25, or 30 years?

For the first question above, we believe that because of the significant size of the net deferred
investment losses in the December 31, 2015 actuarial valuation, it is important to recognize those
losses in answering the question. In the report to you of the actuarial valuation, we reported that
the amortization period for the UAAL was only 13.7 years. But we also disclosed that if we had
fully recognized the net deferred investment losses by using the market value of assets (MVA) in
place of the actuarial value of assets (AVA), the period would have been 18.1 years. The easiest
way to recognize the net deferred investment losses of $2,841,775 is to use the MVA in place of
the AVA, and that is what we have done for the first question above, just as we did for the
related special studies report dated June 28, 2016. Similarly, we used a 20-year amortization
- period in determining the answer to the first question and assumed the increased rate would
begin January 1, 2017, just as we did for the special studies in the June 28 report.

The second question is a follow-up to our special actuarial analysis dated September 26, 2016.
In that report, we recommended fully funding a frozen plan over 15 years using level dollar
amortization. Because of the expected change in the retirement plan’s net cash flow if it were to

9500 Arboretum Blvd., Suite 200 Phone: (512) 346-1590 Post Office Box 204209
Austin, Texas 78759 Fax: (512) 345-7437 Austin, Texas 78720-4209
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be changed from an ongoing plan to a frozen plan, we recommend against using a longer period
than 15 years to fully fund the plan. However, at your request we have provided the answer to

the second question.

Summary of Answers
Question Answer

1. What increase in the city contribution rate
would be required to remove the benefit cap? from 9% to0 11.33%

2. If the plan were to be frozen, what annual Period in Annual Contribution
contribution would be required to fully fund Years Paid Monthly
the plan over these periods: 15, 20, 25, or 30 15 $ 1,894,097
years? 20 1,610,140

25 1,449,644
30 1,350,247

Summary of Otker Considerations for Freezing the Defined Benefit (DB) Pension
Plan and Shifiing to o Defined Contribution (DC) Plan

Likely Result of DC Plan
Lower investment return for the

Characteristics of the Shift from DB to PC
e Change from DB plan pooling assets and

collectively bearing investment risk and
expense to the participants individually
bearing them

Change in responsibility and level of
expertise for asset allocation and sclection of
money managers from board to participants
Change from employer bearing longevity risk
to the retirees bearing it

Accelerated vesting with DC plan compared
to DB plan

Pre-retirement death and disability benefits

Total city contributions for both the frozen
DB plan and a DC plan without reducing
anyone’s expected benefit

participants; reduction in retirement
benefits

Lower investment return for the
participants; reduction in retirement
benefits

Some retirees will outlive their DC
plan benefits

More city contributions paid to
employees who work for city less than
10 years

Same as termination benefit (vested
account balance), a reduction in
benefits, especially for an early career
death or disability

Increase in city contributions
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We 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.

Sincerely,

Mok R. Fenbosr—

Mark R. Fenlaw, F.S.A.
Rebecca B. Morris, A.S.A.

MREF:Ib
Enclosures
i\clients\galvees\201A\specstudies4, docx
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From: Mark Fenlaw <mfenlaw@ruddwisdom.com>
Sent: Friday, November 11, 2016 3:47 PM

To: Ann Masel

Ce: Jacque Vasquez, 'Rebecca Morris’

Subject: Board's Follow-up Questions

Attachments: specstudies4.pdf

Ann,

Attached is the PDF of a three-page letter from us answering the questions that arose during the board’s November 1
meeting. Please let us know if you have any questions about this letter. In addition, please let us know if the board sets 2
date for a special board meeting to discuss further the various special studies we provided and discussed with them at
their November 1 meeting. We would be glad to be available to receive a call during such a meeting to answer any

questions that might arise.

Mark

Mark R. Fenlaw, F.S.A.

9500 Arboretum Boulevard, Suite 200, Austin, TX 78759 | www.ruddwisdom.com

Phone: 512.346.1590 | Fax: 512.345.7437 | mfenlaw@ruddwisdom.com

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 ihis 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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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.S.A. Brandon L. Fuller, A.S.A. Michael J. Muth, F.S.A.
Evan L. Dial, F.S.A. Christopher S. Johnson, F.S.A. Khiem Ngo, F.S.A., A.CAS.
Philip S. Dial, F.S.A. Oliver B. Kiel, F.S.A. Elizabeth A. O’Brien, A.S.A.
Philip J. Ellis, A.S.A. Robert M. May, F.S.A. Raymond W. Tilotta
Charles V. Faerber, FS.A., A.C.A.S. Edward A. Mire, F.S.A. Ronald W. Tobleman, F.S.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A.S.A. David G. Wilkes, F.S.A.

Amanda L. Murphy, F.S.A.
September 26, 2016

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: Special Actuarial Analysis as of
December 31, 2015

Dear Trustees:

At your request, we have prepared this report which presents the results of our actuarial analysis of
the City of Galveston Employees’ Retirement Plan for City Employees based on the assumption
that the plan was frozen on December 31, 2015. We have determined the plan’s actuarial accrued
liability assuming that no service rendered or compensation earned after December 3 1, 2015 would
be reflected in the active members® ultimate benefit from the plan. The purpose of this special
actuarial analysis is to determine what level of financing would be required by the City of Galveston
over an appropriate number of years to fully fund the plan if it were frozen.

Recommended Financing Commitment

The current financing commitment to the plan is 6% of pay by the covered employees and 9% of
the covered payroll of the active contributing members by the City of Galveston. Since there would
be no more employees contributing to the plan if it were to be frozen, there would be no covered
payroll. So the recommended financing by the city is not a percent of payroll but an annual dollar
amount.

As shown below, we have determined the unfunded actuarial liability (UAL) which is the actuarial
present value of future benefits and expenses of the frozen plan less the market value of assets of the
plan as of December 31, 2015. We recommend that the city pay an amount each year that would be
expected to amortize the UAL with level dollar contributions over a closed 15-year period that
would begin on the effective date of the freeze. More details are shown on page 7.

' The City of Galveston Employees’ Retirement Plan ~
Assuming the Plan is Frozen as of December 31, 2015

Unfunded Actuarial Liability (UAL) $ 18,611,927
UAL Amortization Period (closed period) 15 Years
Recommended Annual City Contribution Paid Monthly $ 1,894,097
9500 Arboretum Blvd., Suite 200 Phone: (512) 346-1590 Post Office Box 204209
Austin, Texas 78759 Fax: (512) 345-7437 Austin, Texas 78720-4209

www.ruddwisdom.com
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In subsequent annual actuarial valuations, if experience is found to be adverse compared to our
assumptions then the amount would be increased to stay with the expected amortization by the end
of the closed 15-year period. If experience is found to be better than expected, then we recommend
that the dollar amount stay unchanged for one year (as a hedge against future adverse experience).

Changes from the Prior Actuarial Analysis of Plan Freeze as of January 1, 2015

This current actuarial analysis of the plan freeze as of December 31, 2015 is an update one-year
later of our prior actuarial analysis of the plan freeze as of January 1, 2015 dated August 19, 2015.
In the prior freeze report, we disclosed that the 15-year recommended annual city contribution paid
monthly was $1,567,264. In this current report, the annual city contribution increases by $326,833
to $1,894,097. The primary reason for this increase is that the UAL increased by $3.2 million (from
$15,400,376 to $18,611,927), primarily the result of the market value of assets declining by $1.8
million (from $44,745,232 to $42,942,347). No significant actuarial assumption changed between
the two studies. The investment return assumption for both was 6.25%.

In contrast, the results of the most recent ongoing plan actuarial valuation as of December 31, 2015
reflected a significant improved position compared to the January 1, 2015 actuarial valuation. In
both of those valuaticns a smoothed actuarial value of assets was used and, thereby resulted in the
assets used in the two valuations only declining from $46,070,101 to $45,784,122. In addition,
many assumption changes were made between the two valuations as well as calculation and
valuation software system methodology changes as a result of the change in actuarial firms. These
are the significant reasons that the December 31, 2015 ongoing plan actuarial valuation results
reflected significant improvement from the year earlier actuarial valuation.

Key Assumption

The actuarial investment return assumption for an ongoing public employee pension plan is the
long-term average annual expected rate of return from the plan assets. Because it is an on-going
plan, its investment time horizon is long (e.g., 40 or 50 years) and continues to stay long with the
passage of time. As a result, such a plan can withstand the ups and downs of the investment
markets. In addition, the asset allocation of such an ongoing plan can take on more investment risks
than a frozen plan because the investment time horizon of the frozen plan is getting shorter every

year.

Another consideration for the actuarial investment return assumption is the plan’s cash flow, the net
result of contributions made to the plan and benefits paid from the plan each month. In recent years,
the plan’s cash flow has been slightly negative, that is, more benefits paid than contributions
received. This is a common characteristic for a mature plan like yours. Expressed as a percentage
of assets, the net negative cash flow in a year has averaged around 2%. The board has easily
managed this amount with a relatively small allocation to cash and short-term fixed income
investments. If the plan were to be frozen, the absence of contributions from the employees and the
reduction of the contributions from the city would increase the net negative cash flow in the first
year to over 5% of assets and would steadily increase to a range of 8% to 11% by the end of the
15-year contribution period. In the first year after city contributions stop, it is estimated that the
percent would jump to a range of 12% to 15% and then continue to steadily increase.
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As a result of both the decreasing investment time horizon and the increasing net negative cash
flow, the plan’s asset allocation would have more dedicated to cash and fixed income securities and
less to equity investments. Therefore, the expected average annual long-term rate of return of the
frozen plan would be significantly less than what it currently is as an ongoing plan (7.5%). We
have used an actuarial investment return assumption of 6.25%, net of investment-related expenses,
which we believe would be appropriate for this plan over its gradually decreasing investment time
horizon that would result if the plan were to be frozen. As with any actuarial assumption, the
assumed rate of investment return would be monitored in the future and would be subject to review

and change as needed.

In addition, we did a sensitivity analysis of a change in the investment return assumption on the
results of this frozen plan analysis. Section I shows the detailed results of a change in the
investment return assumption from 6.25% to 5.5%. The UAL would increase and, in turn, the
annual contribution would increase by 22% from $1,894,097 to $2,3 13,251.

Actuarial Value of Assets Method

For this special frozen plan actuarial analysis, we have used the market value of assets (MVA) of
the plan as of December 31, 2015. This is a departure in two ways from the actuarial value of assets
(AVA) used in the ongoing plan actuarial valuation as of December 31, 2015. In that valuation, the
AVA developed by the five-year smoothing method was greater than the MVA (by $2,841,775).
However, we believe it would be appropriate to use the actual MVA in this valuation and not an
AVA that is the MVA adjusted by a smoothing method. Then if the plan is actually frozen, we
would recommend phasing into the five-year smoothing methodology currently used for the
ongoing plan actuarial valuations.

Administrative Expenses

Our investment return assumption of 6.25% is net of investment-related expenses. In the ongoing
plan actuarial valuation as of December 31, 2015, we recognized administrative expenses as a
percent of covered payroll and added that percent to the ongoing normal cost contribution rate. We
believe the non-investment-related administrative expenses should be recognized separately as a
dollar amount for this special analysis since there would be no covered payroll and no normal cost

contribution rate.

For this special analysis of the plan as if it were frozen, we have looked at recent history and
assumed that the annual administrative expenses would be $135,000 in 2016 and increase at the
underlying inflation assumption of 2.75% per year for 20 years. Then we calculated the present
value of those projected assumed expenses and added it to the present value of plan benefits.

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

* Changes in economic or demographic assumptions; and
Changes in plan provisions.

Analysis of the potential range of such future measurements resulting from the possible sources of
measurement variability is typically outside the scope of the annual actuarial valuation or of a
special actuarial analysis. However, we provided the sensitivity of a change in the investment
return assumption, and we could perform other sensitivity analysis in a subsequent report if desired
by the Board of Trustees.

Other Considerations

While the freezing of this plan would bring some reduction in the required contributions by the city,
there are other considerations that should enter into the discussions of such a significant potential
decision. Section III of this report (pages 9 and 10) outlines some of the major implications of
changing how retirement benefits would be provided if the plan were to be frozen. This special
analysis has not addressed the additional city contributions that would be required for a
replacement plan.

There is one other consideration not mentioned in Section III. There was an Attorney General’s
opinion in 2008 (AG-0615) that interpreted in a surprising way the protection of vested accrued
benefits in article XVI, section 66(d) of the Texas Constitution. Some pension attorneys and
interested parties believe this AG opinion restricts the ability to cease considering the effect of the
current benefit formula and future service and pay for vested participants as of the date of a plan
amendment that would freeze the plan. Other pension attorneys and interest parties do not believe it
would restrict the ability to freeze the plan so that no service or compensation after the date of the
plan amendment would be recognized in determining the vested accrued benefit.

The City of Fort Worth is still engaged in two law suits over the application of AG-0615 to the
public employee retirement system for their employees. So far, the lower courts have been finding
in favor of the plain sense interpretation of the wording in the Texas Constitution. Therefore, we
have assumed for this special actuarial analysis that the AG opinion would not restrict the city from
freezing the plan so that no service or compensation after the assumed freeze date would be

recognized.

Respectfully submitted,
RUDD AND WISDOM, INC.

Mak R. Femdawrm

Mark R. Fenlaw, F.S.A.

Kubeea B. Moy

Rebecca B. Morris, A.S.A.
MRF/RBM:Ib
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

Section I — Certification of Special Actuarial Analysis as of
December 31, 2015

At the request of the Board of Trustees, we have performed a special actuarial analysis of The City
of Galveston Employees’ Retirement Plan as of December 31, 2015. The purpose of this report is
to present our actuarial analysis of the plan reflecting the scenario that the plan is frozen as of
December 31, 2015. The frozen plan would only provide monthly benefits to those vested as of
December 31, 2015, determined using only frozen service and compensation as of December 31,
2015. For those not vested, the liability reflects the value of their employee accumulated
contributions. The purpose of this report is to also recommend an annual contribution which would
be part of a funding policy expected to be an adequate contribution arrangement if the plan had been
frozen on December 31, 2015.

We have based our analysis on active participant data as of December 31, 2015 provided by Ms.
Debbie Jones of the City of Galveston and on pensioner participant data and preliminary asset
information for the plan as of December 31, 2015 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 analysis has been performed on the basis of the plan benefits described in

Section V.

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
expectations of future experience if the plan had been frozen on December 31, 2015. The
assumptions represent a reasonable estimate of anticipated experience of the plan over the future if
the plan were to be frozen, and their selection complies with the applicable actuarial standards of

practice.

The actuarial analysis of the plan reported herein has been performed in accordance with
appropriate actuarial methodology and 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 . Fomdonr Kibeea 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. 6 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

Section II — Summary of Actuarial Analysis
of Plan Freeze as of December 31, 2015

December 31,2015

1. Participant Census at Valuation Date

a. Covered employees 459

b. Vested terminated due deferred benefit 55

¢. Terminated due refund 154

d. Retirees and beneficiaries in pay status 329

e. Total 997
2. Projected Active Participant Compensation for Plan Year

Following the Valuation Date $ 0
3. Actuarial Present Value of Future Benefits and Expenses

a. Accrued benefits for employees $ 21,521,951

b. Terminated (vested deferred benefit and refund) 3,158,261

c. Retirees and beneficiaries 34,932,852

d. Administrative expenses 1,941,210

e. Total $ 61,554,274
4. Actuarial Present Value of Future Normal Cost $ 0
5. Actuarial Liability (Item 3e — Item 4) $ 61,554,274
6. Actuarial Value of Assets (Market Value) $ 42,942,347
7. Unfunded Actuarial Liability (UAL) (Item 5 — Item 6) $ 18,611,927
8. Recommended Annual City Contributions Each January 1 for the

Amortization Period $ 1,833,1871
9. Recommended Annual City Contributions Paid Monthly $ 1,894,097!
10. UAL Amortization Period {(Closed Period)* 15 years
11. Funded Ratio (Item 6 + Item 5)° 69.8%

' Level annual amount required to amortize Item 7 over the period of years in Item 10.

?  Level dollar amortization over 15-year closed period that began January 1, 2016.

*  The funded ratio is not appropriate for assessing either the need for or the amount of future contributions or the
adequacy of the funding policy of an ongoing plan. However, for a frozen plan, a funded ratio of 100% or more
would indicate that contributions could cease. Subsequent experience would determine whether or not any additional

contributions might be required.

RUDD AND WispoM, INC. 7 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’
RETIREMENT PLAN FOR CITY EMPLOYEES

SPEC

IAL ACTUARIAL ANALYSIS
AS OF DECEMBER 31, 2015

Sensitivity of Results to a Change in the
Investment Return Assumption

How sensitive is the recommended annual contribution to the investment return assumption? The
table below shows the liability components as of December 31, 2015 and the recommended annual
contribution with 6.25% and 5.50% as the investment return assumption and all other assumptions

unchanged.

Investment Return Assumption

1. Actuarial present value of
a. Accrued benefits for employees $ 21,521,951 [$ 24,095,469
b. Benefits for terminated participants 3,158,261 3,456,634
c. Benefits for pensioners 34,932,852 37,120,195
d. Administrative expenses 1,941,210 2,069,148
e. Total $ 61,554,274 |$§ 66,741,446
2. Market value of assets $ 42,942,347 |$ 42,942,347
3. Unfunded actuarial liability (UAL) $ 18,611,927 {$ 23,799,099
4. Recommended annual contribution paid $ 1,894,097 |$ 2,313,251
monthly
a. Increase amount $ 419,154
b. Relative increase 22%
RubpD AND WispoM, INC. 8 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

Section III — Other Considerations

If this plan were frozen, it is true that the city’s required future contributions would be reduced
because the accrual of any additional future benefits would be frozen. However, there are
considerations other than the reduction in the city’s required contributions. This section is not
intended to be an exhaustive list or a full description of each item. Rather it is intended to
objectively introduce these considerations so that the discussions of whether or not this plan
should be frozen are amplified. City management has previously shared with us their thinking
that a freeze of this defined benefit (DB) pian would be accompanied by the creation of a new
defined contribution (DC) plan for all of the employees adversely affected by a freeze, as well as
for all future hires that would otherwise have been covered by this plan. So the shift from a DB
plan to a DC plan is part of the context for these considerations.

1. The investment responsibility, investment expense, and investment risk would be shifted
completely to the employees, both during the period of their employment and during the
years of retirement as long as they have assets in or from the DC plan. Studies have
consistently shown that investment returns from DB plans exceed the investment returns
from DC plans because DB plans have the benefit of investment experts, lower investment
expenses from pooled assets, a longer and consistent investment time horizon, and more
expertise in the management of investment risk.

2. The longevity risk would be shifted to the employees. One of the other strengths of a DB
plan compared to a DC plan is the normal form of the retirement benefit. DB plans pay
monthly benefits for the lifetime of the pensioner while DC plans generally pay a lump sum
distribution. So a pensioner in a DB plan does not have to be concerned about outliving
plan assets, a major concern for someone retiring with a DC plan lump sum distribution.

3. The table below gives a summary comparison of DB plans and DC plans. Some of the
comparisons below are why the large majority of state and local government public
employees are still covered by DB plans in spite of a trend toward DC plans for federal
employees and employees in the private sector.

DB Plans vs. DC Plans
~DBPlan " |“" DC Plan

Bears investment risk and benefits from

investment gains Employer Employee
Bears inflationary risk during working career Employer Employee
Usual form of benefit Monthly for life Single sum
Bears longevity risk in retirement years Employer Retiree
Selects investment managers and asset allocation

during working years Board Employee
Selects investment managers and asset allocation

during retirement years Board Retiree
Generally provides more benefits than the other

type of plan to these employees Long term Short term
Generally understood by most employees No Yes
Usually pays for administrative expenses Employer Employee/retiree
Usually pays for investment expenses Employer Employee/retiree

RuDD AND WisDOM, INC. 9 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

4.

In order to know what the city and the covered employees would be getting by freezing the
DB plan and switching to a DC plan, a comparison of projected retirement benefits
(ongoing DB plan vs. the sum of frozen DB plan and new DC plan) should be made for
representative employees. Such a study would show the reduction in benefits, especially to
those current younger employees and future hires who will work a long career for the city.

Pre-retirement death or disability usually results in a lower benefit with a DC plan
compared to the benefit with a DB plan. In the event of freezing your DB plan, the day
after the effective date of the freeze the DB plan death and disability benefits would drop
dramatically for most employees because they would be effectively considered terminated
employees after the freeze date and not active employees. Pre-retirement death and
disability benefits usually become vested only upon dying or becoming disabled.

The large majority of public employees still contribute to and are covered by defined
benefit plans. While the benefit formulas vary from plan to plan, the contribution rates are
a rough indicator of the level of benefits. The table below compares the employer and
employee contribution rates to the DB plans for a sample of cities and counties with
neighboring employees to the City of Galveston. Consideration should be given to the
effect of replacing the DB plan with a DC plan on hiring and retaining employees.

-+ Contribution Rates

L

Employer Al Employer | Employee -
A. Cities 2016 2017
Alvin 17.04% 17.96% 7%
Angleton 12.13 12.09
Dickinson 8.63 9.13
Friendswood 15.65 15.67

6
7
q
Hitchcock 4.02 447 5
7
7
7

LaMarque 14.68 15.63
Sana Fe 12.31 12.07
Texas City 16.67 16.84

B. Counties
Brazoria 12.14 12.05
Chambers 13.78 13.70
Galveston 11.21 11.46
Harris 13.55 13.76
Jefferson 17.61 17.20
Matagorda 14.83 14.14

If the current DB plan were to be frozen, plan administration would continue, but after a
few years the board composition would probably have to change. It might be more
challenging to find people willing to serve on a board of a frozen plan with no active
employee plan members.

NN NN

There would be an increase in administrative activity and cost as close to 200 employees
who are not vested as of the plan freeze date would receive a cash out of their employee
accumulated contributions.  Ultimately, when there is only a moderate number of
individuals receiving a monthly benefit from the frozen plan, it would make sense to close
the plan and purchase annuities for those remaining recipients. At that time, there would be
a large amount of administrative time and cost in order to complete that process.

RupD AND WisDOM, INC. 10 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

Section IV — Actuarial Methods and Assumptions

A. Actuarial Methods

1. Actuarial Cost Method

For a frozen plan, no actuarial cost method is required. The primary calculations are the
actuarial present value of future benefits and expenses. The unfunded actuarial liability
(UAL) is the amount by which the present value of future benefits and expenses exceeds the
current plan assets. The UAL is recalculated each time a valuation is performed. Experience
gains and losses, which represent deviations of the UAL from its expected value based on the
prior valuation, are determined at each valuation and are amortized as part of the newly

calculated UAL.
2. Amortization Method

For this analysis of the plan frozen as of December 31, 2015, the UAL would be amortized
with level dollar payments over a 15-year closed period beginning January 1, 2016, in
accordance with the funding policy recommended by Rudd and Wisdom, Inc. in this report.

3. Actuarial Value of Assets Method

All assets are valued at market value as of December 31, 2015. Subsequent actuarial
valuations following the freeze date of the plan would use a smoothed market value. This
smoothed value would begin with market value and make an adjustment made to uniformly
spread actuarial gains or losses after December 31, 2015 (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. This
method is similar to that currently used for the ongoing valuations of the plan.

B. Actuarial Assumptions

1. Mortality

a. Pre-retirement Mortality RP-2000 Combined Healthy Mortality Table projected
to 2024 for males and females (sex distinct)

b. Post-retirement Mortality =~ RP-2000 Combined Healthy Mortality Tabie projected
to 2024 for males and females (sex distinct)

c. Post-disability Mortality RP-2000 Combined Healthy Mortality Table projected
to 2024 for males and females (sex distinct)

2. Termination There would be no need for assumed termination rates with a plan
assumed to be frozen. All employees are assumed to have terminated employment as of
December 31, 2015.

3. Investment Return Current and future plan assets are assumed to reflect an annual
investment return of 6.25% net of investment-related expenses. See item B.10 for

general administrative expenses.

4. Earnings Progression There would be no need to recognize projected earnings after
2015 if the plan had been frozen December 31, 2015.

RuUDD AND WISDOM, INC. 11 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2015

10.

Retirement Rates All terminated participants and employees assumed to have
terminated employment as of December 31, 2015 who are eligible for a deferred monthly
benefit are assumed to commence the benefit at age 65 or as of January 1, 2016 if over

age 65.

Disability There would be no need for assumed rates of disability with a plan assumed
to be frozen in such a way to preclude any new disability benefits.

Inflation Component in Investment Return Assumption 2.75%

Form of Payment

a. Married participants: Joint and 50% to surviving spouse form of payment.
b. Single participants: Life only form of payment.
c. Monthly benefits are payable the first of each month.

Percent Married We used actual provided marital status and spouse date of birth for the
retirees. For the vested terminated participants and the employees, we assumed that 85%
will be married at commencement of the monthly benefit, with male retirees having a
spouse three years younger and female retirees having a spouse three years older.

General Administrative Expenses The expenses paid from plan assets for other than
investment-related expenses are assumed to be $135,000 in 2016 and are assumed to
increase 2.75% per year. For determining the present value of future general
administrative expenses, we assumed the plan, if frozen, would continue its current form
of operation for 20 years and then be terminated.

RuUDD AND WISDOM, INC. 12 SEPTEMBER 2016

P156



THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31,2015

Section V — Outline of Principal Plan Eligibility and Benefit
Provisions as of December 31, 2015

1. Identifying Data

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

o o

2. Participation

Minimum Age: none

Maximum Age at Hire: none

c. 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, (iit) compensated on a fee basis; or (iv) leased.

e

3. Contributions

a. Active Member: 6% of pay
b. City: all amounts necessary to adequately finance plan benefits, currently 9% of pay

4. Eligibility for Retirement

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

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

c. Disability: eligible for Social Security disability benefits

5. Retirement Benefit Monthly Amounts

a. Normal Retirement: 2.25% of average monthly compensation per year of service assumed
frozen as of December 31, 2015, payable the first of each month, not to exceed $4,166.67
per month

b. Late Retirement: same as Normal Retirement

c. 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 his normal retirement.

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 benefit may elect a lump sum distribution of
the member’s accumulated contributions and an actuarially reduced monthly benefit.

RuDD AND WISDOM, INC. 13 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CiTY EMPLOYEES AS OF DECEMBER 31,2015

7. Vested Termination Benefits

a. Benefit: vested percentage of accrued benefit at normal retirement age.
b. Vesting Schedule:

Years of Service " Vested Percent -
less than 5 0%
5 50
6 60
7 70
8 80
9 90
10 or more 100

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

c. 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 as if the
member had terminated employment December 31, 2015 and calculated using the normal
retirement benefit formula but using only years of benefit service and compensation
credited at date of termination. For employees not vested on December 31, 2015, the
accrued benefit would equal the return of the employee accumulated contributions.

8. Average Monthly Compensation Plan compensation averaged over the five calendar years of
service covered by the plan through 2015 which produce the highest average monthly

compensation.

RuUDD AND WISDOM, INC. 14 SEPTEMBER 2016
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THE CITY OF GALVESTON EMPLOYEES’ SPECIAL ACTUARIAL ANALYSIS
RETIREMENT PLAN FOR CITY EMPLOYEES AS OF DECEMBER 31, 2015
W

Section VI — Participant Census Summary

| December 31, 2015

1. Covered Employee Count
a. Vested 243
b. Nonvested 216
c. Total 459
2. Age and Service of Covered Employees
a. Average attained age 46.8 years
b. Average benefit service earned 8.0 years

3. Immediate Retirement Benefits
a. Retirees and beneficiaries in pay status 329
b. Aggregate monthly benefit 284,310
c. Average monthly benefit 864

& &

4. Deferred Retirement Benefits
a. Vested terminated participants 55

b. Aggregate monthly benefit $ 30,357
c. Average monthly benefit $ 552
5. Refund of Contributions Payable
a. Terminated participants 154
b. Aggregate amount payable $ 511,621
RUDD AND WISDOM, INC. 15 SEPTEMBER 2016
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Amanda L. Murphy, F.S.A.

August 1, 2016

Via E-Mail; S Ib-

Board of Trustees -

The City of Galveston Employees’
Retirement Plan for City Employees

¢/o Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Re: Second Report on Special Studies

Dear Trustees:

At your request, we have studied seven questions. In our first report dated June 28, 2016, we
discussed the first three quesiions and the answers we had determined. In this second report, we
are presenting the answers to these next four questions:

¢ What increase in contributions would be required to increase the multiplier in the benefit
formula from 2.25% of the average monthly compensation per year of service to 2.5%

per year?

® What would be the effect of removing unused sick pay from the determination of average
monthly compensation on the ability to increase the cap on monthly benefits?

® What increase in contributions wouid be required to add a retirement eligibility provision
known as “20 and out” that would ailow a member with 20 or moge years to terminate
employment and begin receiving an unreduced monthly benefit?

® Is there any way to make service in our plan transferable with oiher governmental entities
in Texas?

For the first three questions above, we beiieve that because of the significant size of the net
deferred investment losses in the December 31, 2015 actuarial valuation, it is important to

9500 Arboretumn Blvd,, Suite 200 Phone: (512) 346-1590 Cffi
Auslin, Texas 78759 Fax: (512)345-7437 Au;ti':f Tex: %;Zozo-ggg
s uddwisdom.com
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net deferred investment losses by using the market value of assets (MVA) in place of the
actuarial value of assets (AVA), the period would have been 18.1 years. The easiest way to
recognize the net deferred investment losses of $2,841,775 is to use the MVA in place of the
AVA, and that is what we have done for these special studies. Except for using the MVA instead
of the AVA and for revised assumed retirement rates for answering the question about “20 and
out”, these special studies are based on the actuarial a@ssumptions and methods reflected in the
December 31, 2015 actuarial valuation, as well as the census data.

Summary of Answers

Question Answer

© What increase in the city contribution rate
would be required to increase the multiplier

from 2.25% to 2.5%? from 9% to 10.43%

® What additional increase in the benefits cap
could the plan afford without an increase in from annual raie of $55,000
contributions if unused sick pay were to be (assuming  the cap is
excluded in determining average monthly increased per the June 28
compensation? report) to $57,400

e  What increase in the city contribution rate
would be required to add “20 and out”

retirement eligibility? from 9% to 12.21%

merge the plan into TMRS or
elect to participate in the
statewide PRP

© Is there any way to make service in our plan
transferable?

Selection of Appropriate Maximum Amortization Period for UAAL

An important element for these special studies in 2016 was to determine what the maximum
UAAL amortization period should be for approving increases in benefits. Before the bear
market of 2000-2002, we would use a 30-year period as the maximum period for our public
employee pension plan clients. At that time, the Pension Review Board (PRB) guidelines for
actuarial soundness said that the preferred range for the UAAL amortization period was 25-30
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The PRB modified their guidelines in 201 1, changing the preferred range for the UAAL
amortization period to 15-25 years and adding that no benefit improvement should be adopted
that would increase the amortization above 25 years. We have encouraged a number of public
plan boards to consider a strategy of gradually reducing the maximum period for approving
benefit increases from the formerly used 25-year period to an ultimate target such as 15 years,
with reductions in two or three year increments. So the strategy incorporates periodic benefit
improvements by allowing an increase in the UAAL amortization period up to 2 maximum
period and then waits until there is a reduction in the amortization period below a new lower
maximum. How long it would take for the strategy to eventually get to the 15-years target would
depend primarily upon the plan’s investment returns and the financial health of the employer.

For the studies you have requested, we believe an appropriate initial maximum period is 20
years, the midpoint of the preferred range of 15 to 25 years in the PRB guidelines. For part of an
ongoing strategy, we would want to use the lesser of the MVA and AVA for approving benefit
increases. In effect we want to recognize any deferred net investment losses but to not recognize
deferred net investment gains. For these studies, the lesser of the two is the MVA. In addition,
for the studies determining additional funding, we have assumed it would begin in January 2017,
a year after the valuation date, and that it would be provided by the city.

Increase in Multiplier with an Increase in Contributions

Increasing the benefit formula maltiplier from 2.25% to 2.5% per year of service using the cap
on monthly benefits at the level of $4,583.33 (an annual total of $55,000) we approved in our
June 28 report would require an increase in the city contribution rate of 1.43% beginning in
January 2017 in order to maintain the UAAL amortization period of 20 years, However, the
increased multiplier would make it more expensive to increase the cap on monthly benefits
above the annual total of $55,000.

Additional Increase in Cap Without an Increase in Contributions

In the special studies report dated June 28, we said that increasing the cap on monthiy benefits
from $4,166.67 (an annual total of $50,000) to $4,583.33 (an annual total of $55,000) would
increase the UAAL amortization period to 20 years and that we would approve this change in
benefits with no additional contributions. In this study, we determined that removing unused
sick pay from the calculation of the average monthly contribution would allow an additional
increase in the cap from an annual total of $55,000 to $57,400 (from a monthly rate of $4,583.33
to $4,783.33). These offsetting changes would maintain the UAAL amortization period of 20
years with the current city contribution rate of 9% of covered pay.
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Increase in Contributions to Add “20 and Qut”

If the “20 and out” provision were to be added to the plan, it would be reasonable to expect that
after serving 20 years or more some employees would terminate at an earlier age than they would
under the current plan provisions. There are two reasons for the expected change in behavior.
First, those hired before age 35 would be able to attain 20 years of service before age 55, the first
age that retirement is possible under the current plan provisions. The ability to terminate
employment with the city and begin receiving a monthly benefit in their forties or early fifiies
would cause some people to change jobs. The second reason is that the benefit with “20 and
out” would be unreduced for age. For example, the unreduced feature would be a 100% increase
in benefit at age 55 compared to the present plan provisions with reduction for leaving before age

65. The increase would be 50% at age 60.

For these reasons, we developed a new set of assumed retirement rates at ages before 65 for
valuing the “20 and out” provision. These new rates would apply once a member had 20 or more
years of service. The table below compares the new and the current assumed retirement rates,
The current rates would continue to apply for members with less than 20 years of service when

they meet current plan eligibility requirements.

New Current
Attained Annual Rates of Annual Rates of
Age Retirement Retirement
40-49 5% N/A
50-52 7% N/A
53-54 8% N/A
55-59 10% 3%

60 15% 10%

61 20% 10%
62-64 25% 20%
65-6¢ 30% 306%
70-74 95% 95%

75 100% 100%

With the generous increase in benefits and the availability of immediate benefits before age 55
for a number of members that would accompany the “20 and out” provision, it should not be
surprising that the average age at retirement would decrease. Since the normal cost is based on
the expected working career for each member, the total normal cost would be higher due to boih
higher benefits and a shorter expected working career for many of the employees hired before
45. The increase in the city contribution rate required to add “20 and out” would be 3.21%, an
increase from 9% to 12.21% beginning in January 2017.
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Making Service in the Plan Transferable

The Texas Municipal Retirement System (TMRS) has a separate plan for each of its almost 900
participating cities. Each plan has its own plan design within the options available, and has its
own accounts for the investments of the coniributions by the city and the active plan members.
There are two features of TMRS that have probably caused the question to be asked, is there any
way to make service in our plan transferable with other governmental entities in Texas. The first
feature is that if an employee works for two cities in TMRS, his service in one plan can be
combined with service in the other plan to meet the retirement eligibility requirements in each
plan. This feature applies to all member cities. The second feature is optional so that an
employing city can elect to treat all employees with service in another TMRS city as if their
combined service were all with the current employing city for determining a retirement benefit.
These features are attractive for employees who may work for two or more TMRS member
cities, such as city managers or chief financial officers.

The only way for the City of Galveston to have service by their employees, other than the fire
and police, be transferable as it can be in TMRS is to merge the pian into TMRS and to become a
participating city in TMRS. That would probably take much time and effort of both the City of
Galveston and the TMRS staff to accomplish a merger. Aitorneys for each side would have te be
involved in the process and in document preparation. The City of Galveston would have io agree
to contribute at the actuvarially determined contribution rate, which would be determined annually
about seven months before the rate wouid go into effect in January.

Another option for transferability similar to the first feature in TMRS is for the board of trustees
to elect to participate in the Proportionate Retiremeat Program {PRP) in state law (Chapter 803
of Titie 8, Subtitle A of the Texas Government Code, which follows this letter), subject to the
approval of the city council of the City of Gaiveston [Section 803.101(f)]. The PRP applies to
the Employees Retirement System of Texas, the Teacher Retirement System of Texas, the Texas
County and District Retirement System, the Judicial Retirement System of Texas, TMRS, and
any retirement system that elects to participate. Participation in the PRP would allow combining
of service in two or more participating governmental entities in Texas for satisfying retirement
eligibility provisions of each entity’s retirement plan. However, service may not be combined
for determining the amount of a benefit.

If the board of trustees is interested in this option, the next steps would probably be for the board
or a subcommittee of the board to ask the large statewide retirement systems about the
administrative issues related to the PRP, and then to ask the city atiorney to review the state law
describing the PRP. Pursuing this option would take time and effort, first from the board of
trustees and then from the city, before the board and the city would each have become familiar
enough with the PRP to know whether or not to move forward with the formal election.
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GOVERNMENT CODE
TITLE 8. PUBLIC RETIREMENT SYSTEMS

SUBTITLE A. PROVISIONS GENERALLY APPLICABLE TO PUBLIC RETIREMENT
SYSTEMS

CHAPTER 803. PROPORTIONATE RETIREMENT PROGRAM

SUBCHAPTER A. GENERAL PROVISIONS

Sec. 803.001. DEFINITIONS. In this chapter:

{1) "Combined service credit" means the total of a person's
service credit in only those retirement systems to which this chapter -
applies for which the total satisfies the length-of-service
requirements for service retirement at the person's attained age, and

does not include:
{A) any service credit in a retirement system for which

the total of a person's service credit does not satisfy the length-
of-service requirements for service retirement at the person's
attained age; or
{B) service credit earned with or allowed by a

subdivision or municipality not participating in the program provided
by this chapter or, as applicable, a subdivision or municipélity
whose participation is limited as provided by Section 803.103.

(2) "Service credit" means service that is in a person's
account in a retirement system to which this chapter applies and that
may be used to meet length-of-service requirements for service

retirement in that system.
(3) Repealed by Acts 1991, 72nd Leg., ch. 131, Sec. 9, eff.

Sept. 1, 1991,

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981,
Amended by Acts 1985, 69th Leg., ch. 602, Sec. 3, eff. Sept. 1, 1985,
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.001 by Acts
1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989, Amended by
Acts 1991, 72nd Leg., ch. 131, sec. 2, 9, eff. Sept. 1, 19%991.
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Sec. 803.002. PURPOSE OF CHAPTER. The purpose of this chapter
is to implement the authority granted the legislature by Article XxvI,
Section 67, of the Texas Constitution to provide a program of
proportionate benefits to qualified members of more than one
retirement system to which this chapter applies. It is contrary to
the purpose of this chapter for a person or class of persons to
receive, because of service in more than one retirement system to
which this chapter applies, proportionately greater benefits from a
particular system than a person who has rendered faithful career

service under that one system.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.002 by Acts
1989, 71st Leg., ch. 178, Sec. 1, eff. Sept. 1, 1989. 2mended by
Acts 1991, 72nd Leg., ch. 131, Sec. 3, eff. Sept. 1, 1991,

Sec. 803.0021. APPLICATION OF CHAPTER. This chapter applies

cenly to:
(1) a retirement system for general municipal employees in

a municipality with a population of not less than 750,000 nor more

than 850, 000;

{(2) the Employees Retirement System of Texas, the Teacher
Retirement System of Texas, the Judicial Retirement System of Texas
Plan One, the Judicial Retirement System of Texas Plan Two, the Texas
County and District Retirement System, and the Texas Municipal

Retirement System; and
(3) a retirement system that makes an election under

Section 803.101(f).

Added by Acts 1991, 72nd Leg., ch. 131, Sec. 1, eff. Sept. 1, 1991,
Amended by Acts 1997, 75th Leg., ch. 1190, Sec. 1, eff. Sept, 1,
1997; Acts 2001, 77th Leg., ch. 669, Sec. 21, eff. Sept. 1, 2001.

Amended by:
Acts 2011, 82nd Leg., R.S., Ch. 1163 (H.B. 2702), Sec. 21, eff,

September 1, 2011.

Sec. 803.003. CONSTRUCTION OF CHAPTER. {a) The provisions of
this chapter are exceptions to the other laws governing retirement
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systems to which this chapter applies and prevail over those laws to
the extent of explicit conflict, but this chapter must be construed
strictly as against those laws.

(b) Notwithstanding any other law, a person who is
involuntarily transferred to a position included in the coverage of a
retirement system governed by Chapter 101, Acts of the 43rd
Legislature, ist Called Session, 1933 (Article 6243b, Vernon's Texas
Civil Statutes), from a position included in a retirement system
operated by a municipality that does not participate in a statewide
retirement system governed by Chapter 101, Acts of the 43rd
Legislature, 1st Called Session, 1933 (Article 6243b, Vernon's Texas
Civil Statutes), may make an irrevocable election at the time of the
transfer to continue membership in the municipal retirement system.
An involuntary transfer is determined by the employment rules that
apply to the person immediately before the time of the involuntary

transfer.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff, Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.003 by Acts
1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989. Amended by
Acts 1991, 72nd Leg., ch. 131, Sec. 3, eff. Sept. 1, 1991; Acts
1999, 76th Leg., ch. 1296, Sec. 2, eff. Sept. 1, 1999,

SUBCHAPTER B. PARTICIPATION AND MEMBERSHIP

Sec, 803,101. PARTICIPATION BY RETIREMENT SYSTEMS. {a) Except
as provided by Subsections (b) and (f), each retirement system to
which this chapter applies is required to participate in the program
of proportionate retirement benefits provided by this chapter.

(b) A subdivision participating in the Texas County and
District Retirement System or a municipality participating in the
Texas Municipal Retirement System is not required to participate in
the proportionate retirement program if the subdivision or
municipality elected not to participate under the authority of former
law and has not revoked the election under Subsection {c).

{c) A subdivision or municipality that elected not to
participate in the proportionate retirement program may revoke the
election and elect to participate. An election to participate may be
made by vote of the governing body of the subdivision or municipality
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the board of trustees of the retirement system in which the
subdivision or municipality participates.

(d) The effective date of participation in the proportiocnate

retirement program by a subdivision or municipality electing to

participate under Subsection (c) is the first day of the month after

the month in which the appropriate board of trustees receives notice
of an election.

(e) Participation in the proportionate retirement program
includes all persons who are members of a retirement system to which
this chapter applies and, in the case of members of the Texas County
and District Retirement System or the Texas Municipal Retirement
System, who are also employees or former employees of a subdivision
or municipality participating in the Propertionate retirement
program,

(£f) The governing body of a public retirement system in this
state for municipal employees that is a qualified plan under Section
401 (a) of the Internal Revenue Code of 1986 (26 U.S.C. Section 401)
may elect to participate in the proportionate retirement program by
adopting a resolution to that effect. A resolution may not be
adcpted under this subsection without the approval of the governing
bedy of the municipality that finances the retirement system. The
governing body of the retirement system shall notify all other
participating retirement systems of the election. The effective date
of participation in the proportionate retirement Program by a
retirement system for which an election is made under this subsection
is the first day of the third month after the month in which notice
is given under this subsection. An election under this subsection
does not require the approval of the participants in the public
retirement system making the election.

(g) The governing body of a municipality described by Section
803.0021 (1) that finances a public retirement system for police
officers or firefighters may not approve the retirement system's
election under Subsection (f) to participate in the proportionate
retirement program unless an actuary acting on behalf of the
municipality reviews the initial cost to the municipality of making

the election.
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in the manner required for official actions of the governing body.
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(h) If the governing body of a public retirement system under
Subsection (g) adopts a resolution to participate in the
proportionate retirement program, the governing body of the
municipality that finances the retirement system shall appropriate
and pay to the retirement system, at the same time the municipality
makes the municipality's monthly contribution to the retirement
system, the additional amount necessary, as determined by the
retirement system’'s actuary, to fund the additional liabilities
incurred by the retirement system as a result of participating in the

proportionate retirement program.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann,Civ.St. Title 110B, Sec. 13.101 and
amended by Acts 1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989.
Amended by Acts 1991, 72nd Leg., ch. 131, Sec. 4, eff. Sept. 1, 1991;
Acts 1997, 75th Leg., ch., 1120, Sec. 2, eff, Sept. 1, 1997; Acts
1999, 76th Leg., ch. 1296, Sec. 1, eff. Sept. 1, 1899.

Amended by:
Acts 2007, 80th Leg., R.S., Ch. 1427 (8.B. 1626), Sec. 1, eff.

June 1%, 2007.

Sec. 803.102. RETIREMENT SYSTEM MEMBERSHIP. (a) Membership in
a retirement system to which this chapter applies cdoes not terminate
because of absence from service covered by that system during a
period for which the member earns service credit in another
retirement system to which this chapter applies for service performed
for an employer other than a subdivision or municipality not
participating in the program provided by this chapter.

(b) A person may continue membership in a retirement system to
which this chapter applies while absent from service with all
retirement systems to which this chapter applies if the person would
bé eligible, under the laws governing that system, to cohtinue
membership if the person's combined service credit had been earned in

that system.
(c) 1In this section, a person's absence from service begins on

the day after the last day of service covered by any retirement
system to which this chapter applies.
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Acts 1981, &7th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.102 by Acts
1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989. Amended by
Acts 1991, 72nd Leg., ch. 131, Sec. 5, eff. Sept. 1, 1991.

Sec. 803.103. LIMITATION OF PARTICIPATION BY RETIREMENT
SYSTEMS. (a) Participation in the proportionate retirement program
by a subdivision participating in the Texas County and District
Retirement System or a municipality participating in the Texas

Municipal Retirement System does not include:
(1) participation with a retirement system described by

Section 803.0021(1l) if the subdivision or municipality has elected to
so limit its participation and has not revoked the election under

Subsection (b):; or
(2) participation with a retirement system described by

Section 803.0021(3).

{b) A subdivision or municipality that has elected to limit its
participation in the proportionate retirement program may revoke the
election and remove the limitation on participation. An election
under this subsection may be made by vote of the governing body of
the subdivision or municipality in the manner required for official
actions of the governing body. The governing body shall send notice
of an election under this subsection to the board of trustees of the
retirement system in which the subdivision or municipality
participates.

(c) The effective date of a removal of a limitation on
participation in the proportionate retirement program by a
subdivision or municipality electing under Subsection (b) is the
first day of the month after the month in which the appropriate board
of trustees receives notice of the election.

Added by Acts 1991, 72nd Leg., ch. 131, Sec. 6, eff. Jan. 1, 1992.
Amended by Acts 1997, 75th Leg., ch. 1190, Sec. 3, efr. Sept. 1,
1997,

SUBCHAPTER C. CREDITABLE SERVICE
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Sec. 803.201. RETIREMENT ELIGIBILITY BASED ON COMBINED SERVICE
CREDIT. (a) A person who has membership in two or more retirement
Systems to which this chapter applies is subject to the laws
governing each of those systems for determination of the person's
eligibility for service retirement benefits from each system, except
that, for the purpose of determining whether a person meets the
length-of-service requirements for service retirement of a system,
the person’s combined service credit must be considered as if it were
all credited in each system.

{b) A person’s combined service credit is useable only in
determining eligibility for service retirement benefits and may not
be used in determining:

(1) eligibility for disability retirement benefits, death
benefits, or any type of benefit other than service retirement
benefits; nor

(2) the amount of any type of benefit.

{c) A person receiving service retirement or lifetime
disability retirement benefits from one or more retirement systems to
which this chapter applies may use the program provided by this
chapter to qualify for subsequent service retirement under another
retirement system to which this chapter applies in which the person
has service credit, if the person was not eligible to retire under
the latter system at the time of previous service retirement, or
qualification for lifetime disability retirement benefits from a
retirement system to which this chapter applies, or if the person's
previous retirement was not based on combined service credit.

(d) Service credit earned with or allowed by more than one
retirement system to which this chapter applies for the sSame service
may be counted only once in determining the amount of a person's

combined service credit.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.201 ang
amended by Acts 1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989,
Amended by Acts 1989, 71st Leg., ch. 616, Sec. 2, eff. June 14, 1989;
Acts 1991, 72nd Leg., ch. 131, Sec. 7, eff. Sept. 1, 1991.
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Sec. 803.202. SERVICE IN CERTAIN RETIREMENT SYSTEMS. (a) The
board of trustees of the Employees Retirement System of Texas by rule
may:

(1) consider the classes of service in the Employees
Retirement System of Texas as if they were, for purposes of this
chapter, classes in separate statewide retirement systems; or

(2) permit a person who is retiring exclusively from
retirement systems administered by the bocard to use the shortest
length-of-service requirement provided for retirement in any class in
which the person has service credit.

(b) A member of a retirement system administered by the board
of trustees of the Employees Retirement System of Texas may
reestablish service credit previously canceled in another retirement
system administered by the board if the member holds a position
included in the system of which the person is a member and has held
the position for at least 12 months. The method of reestablishment
and the amount to be deposited are as provided by the applicable law
providing for reestablishment of service credit generally in the

particular retirement system.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981,
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.202 by Acts
1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989. Amended by
Acts 1993, 73rd Leg., ch. 791, Sec. 1, eff. Sept. 1, 1993,

Sec. 803.203. REESTABLISHMENT OF SERVICE CREDIT BY FORMER
MEMBER. (a) Except as provided by Subsection (g), a person who is a
member of a retirement system participating in the program provided
by this chapter may reestablish service credit, including prior
service credit if applicable, previously canceled in another
retirement system that is participating in the program provided by

this chapter if the person:
(1) is not a current member of the system under which the

service was performed;
(2) in the case of the Texas County and District Retirement
System, does not have an open account with the subdivision for which

the person performed the service for which the credit is sought; or
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(3) in the case of an employee to whom Section 803.204
applies, does not have an open account with the employing hospital
district, charitable organization, or administrative agency, as
applicable, for which the person performed the service for which the

credit is sought.
{(b) A person may apply to reestablish service credit under this

section by filing an application with the retirement system in which
the service was originally credited and a certification that the
applicant is currently a member of the certifying system.

{c) Except as provided by Subsection (f}, the retirement system
in which the service credit was originally credited shall grant the
service credit after receiving an application and a certification

required by Subsection (b) and:
{1) to reestablish service credit other than in the Texas

County and District Retirement System, the Texas Municipal Retirement
System, or the retirement system in which a hospital district,
charitable organization, or administrative agency described by
Section 803.204 participates, a contribution in the amount generally
reguired to reestablish sexvice credit in the system, including any
applicable interest and membership fees;

(2) to reestablish service credit in the Texas County and
District Retirement System, the.Texas Municipal Retirement System, or
the retirement system in which a hospital district, charitable
organization, or administrative agency described by Section 803.204
participates, a statement that the applicant does not wish to make a
contribution for the service credit; or

(3) at the applicant'’s option, to reestablish current
service credit in the Texas County and District Retirement System,
the actuarial present value of the additional standard service '
benefits that would be attributable to the credit based on rates and
tables recommended by the actuary and adopted by the board of

trustees of the system.

(d) A subdivision participating in the Texas County and
District Retirement System under Subchapter H, Chapter 844, or a
municipality participating in the Texas Municipal Retirement System
may make a one-time election to authorize the reestablishment of
service credit under this section by payment by an applicant of a
contribution in the amount provided by Section 843.003 or 853,003, as
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applicable, for reestablishment Of service credit generally in the
particular system. If a subdivision or municipality makes an
election under this subsection, the applicant has the choice of
reestablishing service credit under Subsection (c) (2}, (c) (3), if
applicable, or this subsection.

(e) Service credit in the Texas County and District Retirement
System, the Texas Municipal Retirement System, or the retirement
system in which a hospital district, charitable organization, or
administrative agency described by Section 803.204 participates that
is reestablished under Subsection (c) (2) may be used only to meet
eligibility requirements for benefits. Service credit reestablished
in the Texas County and District Retirement System or the Texas
Municipal Retirement System under Subsection (c)(3) or (d) has the
same value as service credit performed for the particular subdivision
or municipality at the time of deposit. The credit is creditable to
the member's and employer's accounts in each subdivision or
municipality for which the service was performed.

(f) To reestablish service credit in a public retirement system
for municipal employees that has elected under Section 803.101(£f) to
participate in the program provided by this chapter, a person must
pay the actuarial present value, as determined by the appropriate
system, of the additional standard service retirement benefits that
would be attributable to the credit. A person who is a member only
of a system that has made an election under Section 803.101(f) must
pay the actuarial present value, as determined by the appropriate
system, of the additional standard service retirement benefits that
would be attributable to the service credit to be reestablished in
any other public retirement system participating in the program
provided by this chapter.

(g) Service credit may not be reestablished under this section:

(1) 4if it is subject to Section 805.002(e); or

(2) in a subdivision participating in the Texas County and
District Retirement System or a municipality participating in the
Texas Municipal Retirement System if the person who seeks to
reestablish the credit is a member only of a retirement system that
the subdivision or municipality excludes from participation in the
proportionate retirement program under Section 803.103.
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(h) This section applies to an employee described by Section
803.204 on the date the federal government establishes as the
effective date of the transfer of federally qualified health center
status from a municipality described by Section 803.0021(1) to a
hospital district, charitable organization, or administrative agency

described by Section 803.204.

Added by Acts 2001, 77th Leg., ch. 501, Sec. 1, eff, Jan. 1, 2002,
Acts 2001, 77th Leg., ch. 1240, Sec. 1, eff. Jan. 1, 2002.

Amended by:
Acts 2009, 8lst Leg., R.S., Ch. 217 (S.B. 1063), Sec. 1, eff.

May 27, 2009.

Sec. 803.204. COMBINED SERVICE CREDIT IN CERTAIN SYSTEMS. (a)

This section applies only to an employee who:
{1} is a member of a municipal retirement system described

by Section 803.0021{1);

{2) is employed by a hospital district, a charitable
organization supervised, overseen, and effectively controlled by the
hospital district, or an administrative agency created under Section
791.013, either before or after being employed by the employing
municipality located in the same county as the hospital district,
charitable organization, or administrative agency; and

{3) participates in a public retirement system:

(A) that is determined to be a qualified plan under
Section 40l1(a), Internal Revenue Code of 1986 (26 U.S.C. Section 401
(a)), of a hospital district, charitable organization, or
administrative agency that is determined to be a governmental unit,

or an agency or an instrumentality of a governmental unit; and
(B) that records and reports service credit as defined
by Secticn 803.001.

(b) Any service credit earned by an employee described by
Subsection (a) with a retirement system established by the hospital
district, charitable organization, or administrative agency will be
combined under Section 803.201 to determine whether the empleoyee
meets the length-of-service requirements for service retirement under

the municipal retirement system.
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(c) On retirement, an employee described by Subsection (a) will
receive a benefit from the municipal retirement system as determined
by Subchapter D, and if the hospital district or administrative
agency has established or participates in a retirement program or the
charitable organization has a retirement plan, will receive a benefit
from the hospital district, administrative agency, or charitable
organization as determined by the terms of the district's, agency's,

or organization's retirement plan.
(d) For purposes of this section, a charitable organization

supervised, overseen, and effectively controlled by a hospital
district or an administrative agency created under Section 791.013 is
an agency or instrumentality of a governmental unit.

Added by Acts 2007, 80th Leg., R.S., Ch, 164 (S.B. 1107), Sec. 1,
eff. September 1, 2007.

Amended by:
Acts 2009, 81st Leg., R.S., Ch. 217 (S.B. 1063), Sec. 2, eff.

May 27, 2009.

SUBCHAPTER D. BENEFITS

Sec. 803.301. COMPUTATION OF BENEFITS GENERALLY. The amount of
a benefit payable by a retirement system to which this chapter
applies is determined according to and in the manner prescribed by
laws governing that system and is based solely on a person's service

credit in that system.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff, Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.301 by Acts
1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. ‘1, 1989. Amended by
Acts 1991, 72nd Leg., ch. 131, Sec. 8, eff. Sept. 1, 1991.

Sec. 803.302. COMPUTATION OF CERTAIN BENEFITS. (a) If payable
to or on behalf of a person who has used combined sexrvice credit to
qualify for benefits from at least one retirement system to which
this chapter applies, each of the following types of benefits must be

computed as provided by Subsection (b):
(1) a base retirement annuity that does not vary in amount

directly with the amount of a person's service credit;
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(2) a fixed lump-sum death benefit payable on the death of

a retiree;
(3) any death benefit payable on the death of a retiree who

received service retirement benefits; and
(4) a survivor benefit payable to a beneficiary of a
deceased retiree of the Teacher Retirement System of Texas.

(b) The amount of a benefit payable under Subsection (a) by a
retirement system to which this chapter applies is a perxcentage, but
not more than 100 percent, of the benefit that would be or would have
been payable if the person retired or had retired on the basis of
only the service that is credited in that system. The percentage
applied is equal to the amount of service credit in that system,
divided by the amount of service credit that would be or would have
been required for the benefit if the person retired or had retired on
the basis of only the service that is credited in that system.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.302 and
amended by Acts 1989, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989.
Amended by Acts 1991, 72nd Leg., ch. 131, Sec. 8, eff. Sept. 1, 1991.

SUBCHAPTER E. ADMINISTRATION

Sec. 803.401. ADMINISTRATION OF PROGR2M. (a) The board of
trustees of each retirement system to which this chapter applies may
adopt rules it finds necessary to implement the proportionate

retirement program provided by this chapter.
(b} Each retirement system to which this chapter applies, undexr
this chapter and other laws governing the particular system, is

responsible for determining:
(1) the eligibility of its members for benefits, including

whether sufficient combined service credit exists to qualify members
for proportionate retirement benefits from that system; and
(2) the amount and duration of proportionate retirement

benefits payable by that system.
(c) EBach retirement system to which this chapter applies shall

cooperate with the other retirement systems to which this chapter
applies in the implementation of the proportionate retirement

program.
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Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Renumbered from Vernon's Ann.Civ.St. Title 110B, Sec. 13.401 by Acts
1989, 71ist Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989, Amended by
Acts 1291, 72nd Leg., ch. 131, Sec. 8, eff. Sept. 1, 1991,

Sec. 803.402. RECORDS. Except as provided by other law,
records of members and beneficiaries of a retirement system to which
this chapter applies that are in the custody of any retirement system
to which this chapter applies are confidential and not subject to
disclosure and are exempt from the public access provisions of
Chapter 552. The records or information in the records may be
transferred between retirement systems to which this chapter applies
to the extent necessary to administer the proportionate retirement

program provided by this chapter.

Acts 1981, 67th Leg., p. 1876, ch. 453, Sec. 1, eff. Sept. 1, 1981.
Amended by Acts 1989, 71st Leg., ch. 835, Sec. 11, eff. Sept. 1,
1989. Renumbered from Vernon's Ann.Civ.St. Title 1108, Sec. 13.402
by Acts 1289, 71st Leg., ch. 179, Sec. 1, eff. Sept. 1, 1989,
Amended by Acts 1991, 72nd Leg., ch. 1§, S3ec. 11.05(k), eff. Aug. 26,
18%1; Acts 1391, 72nd Leg., ch. 131, Sec. 8, eff. Sept. 1, 13%91;
Acts 1995, 74th Leg., ch. 76, Sec. 5.95(96), eff. Sept. 1, 1995;
Acts 1999, 76th Leg., ch. 1541, Sec. 1, eff. Sept. 1, 1999; Acts
2001, 77th Leg., ch. 1229, Sec. 1, eff. Sept. 1, 2001.
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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES
Mitchell L. Bilbe, F.§.A. Brandon L. Fuller, A.S.A,
Evan L. Dia], F.S.A. Christopher S. Johnson, F.S.A.
Philip §. Dial, F.S.A. Oliver B. Kiel, F.S.A.
Philip J. Ellis, A.S.A. Robert M. May, F.S.A.
Charles V. Faerber, FSA,ACAS. Edward A. Mire, F.S.A.
Mark R. Feslaw, F.S.A. Rebecca B. Morris, A.S.A.

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

Michael . Muth, FS.A.
Khiem Ngo, FSA,ACAS.
Elizabeth A. O'Brien, A.S.A.

Raymond W. Tilotta
Ronald w, Tobleman, F.S.A.
David G. Wilkes, F.8.A.

June 28, 2016

Re:  Special Studies

Dear Trustees:

At your request, we have studied several questiong:

©  What would it take to get to a 100% funded ratio?

We have been asked to study other questions, as well, and they will be studied, with the results
reported to you in two subsequent reports. For all of these questions above, we believe that
because of the significant size of the net deferred investment losses in the December 31, 2015
actvarial valuation, it js important to recognize those losses in answering the questions, In the
report 1o you of the actuarial valuation, we brought you the good news that the amortization

9500 Arhorenmm Bivd., Suite 200 Phone: (512) 345-159p
Austin, Texas 78759 Fax: 512y 3437437

Post Office Box 204309
Austin, Texas 787204200
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of the AVA, these special studies are based on the actuarial assumptions and methods reflected
in the December 31, 2015 actuarial valuation, as well as the census data.

Summary of Answers
Question . Answer
e What increase in the benefits cap could plan from annual rate of $50,000
afford without an increase in contributions? to $55,000

e What increase in the city contribution rate
would be required for an increase in the

benefit cap to $60,000? from 9% to 9.34%
to $65,000? from 9% t0 9.63%

» What would it take to get a 100% funded $16,347,000 on 12/31/2016,
ratio? or city rate of 12.76% for 10

years beginning 1/1/2017
Selection of Appropriate Maximum Amortization Period for UAAL

An important element for these studies was to determine what the maximum UAAL amortization
period should be for approving increases in benefits. Before the bear market of 2000-2002, we
would use a 30-year period as the maximum period for our public employee pension plan clients.
At that time, the Pension Review Board (PRB) guidelines for actuarial soundness said that the
preferred range for the UAAL amortization period was 25-30 years. After 2002, we began using
a 25-year period because we realized that the 30-year period had little cushion for adverse
investment experience. Then after the great recession of 2008, public employee pension plans
began to come under more scrutiny with their inadequate contribution arrangements because of
the significant investment losses. After the market had rebounded for several years and some of
our clients could afford some benefit improvements, usually because of contribution increases as

.

well as the market rebound, we began thinking that a period less than 25 years should be used.

The PRB modified their guidelines in 2011, changing the preferred range for the UAAL
amortization period to 15-25 years and adding that no benefit improvement should be adopted
that would increase the amortization above 25 years. We have encouraged a number of public
plan boards to consider a strategy of gradually reducing the maximum period for approving
benefit increases from the formerly used 25-year period to an ultimate target such as 15 years,
with reductions in two or three year increments. So the strategy incorporates periodic benefit
improvements by allowing an increase in the UAAL amortization period up to a maximum
period and then waits until there is a reduction in the amortization period below a new lower
maximum. How long it would take for the strategy to eventually get to the 15-years target would
depend primarily upon the plan’s investment returns and the financial health of the employer.
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For the studies you have requested, we believe an appropriate initial maximum period is 20
years, the midpoint of the preferred range of 15 to 25 years in the PRB guidelines. For part of an
ongoing strategy, we would want to use the lesser of the MVA and AVA for approving benefit
increases. In effect we want to recognize any deferred net investment losses but to not recognize
deferred net investment gains. For these studies, the lesser of the two is the MVA. In addition,
for the studies determining additional funding, we have assumed it would begin in January 2017,
a year affer the vaiuation date, and that it would be provided by the city.

Increase in Cap Without an Increase in Contributions

Increasing the cap on monthly benefits from $4,166.67 (an annual total of $50,000) to $4,583.33
(an annual total of $55,000) would increase the UAAL amortization period to 20 years (with the
UAAL based on the MVA). We would approve this change in benefits.

Increase in Cap with an Increase in Contributions

Increasing the cap on monthly benefits from the approved level of $4,583.33 (an annual total of
$55,000) to $5,0060.00 (an annual total of $60,000) would require an increase in the city
contribution rate of 0.34% beginning January 2017 in order to maintain the UAAL amortization
period of 20 years. Similarly, the increase in the city contribution rate to further increase the
monthly benefits cap to $5,416.67 (an annual rate of $65,000) would be 0.63% beginning
January 2017 in order to maintain the UAAL amortization period of 20 years.

Achieving a 100% Funded Ratio

There are two features of achieving a 100% funded ratio that should be understood when looking
at what it would take for a plan to get to the 100% funded ratio, First is that even after achieving
a 100% funded ratio, the normal cost as a level percent of payroll would still be payable each
year. What would no longer be necessary (or realistically, no longer be at such a high level)
would be the part of the total contribution in excess of the normal cost percent that is dedicated
to amortizing the UAAL. The second feature is that a plan is expected to have actuarial gains
and loses each year that are revealed in the annual actuarial valuation. So the realistic
expectation of achicving a 100% funded ratio is that the UAAL could be negative for a year or
two or even longer (funded ratio slightly over 100%) and then be positive for a year or two or
even longer (funded ratio slightly under 100%). The timing of the progression back and forth on
either side of 100% would depend on the magnitude and direction of the net gains and losses.

We have determined additional city contributions under two different scenarios to achieve a
100% funded ratio for the plan. For both of these scenarios, we assumed an increase in the cap
on monthly benefits from an annual rate of $50,000 to $55,000. One of the key underlying
assumptions is that the plan’s experience would exactly match the actuarial assumptions used in
the December 31, 2015 actuarial valuation. If the city would contribute $16,347,000 by
December 31, 2016, then it is expected that the funded ratio in the actuarial valuation as of
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December 31, 2016 based on the MVA would be 100%. The GASB 68 funded ratio is based on
the MVA.

Alternatively, it takes time to achieve a funded ratio of 100%. With no changes in the current
city contribution rate of 9% and increasing the cap on monthly benefits to $4,583.33 (an annual
rate of $55,000), it would take 20 years to achieve the 100% funded ratio. If the city were to
increase its coniribution rate from % to 12.76% beginning in January 2017, then it would take
10 years of contributing at that 12.76% rate to achieve the 100% funded ratio.

We 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.

Sincerely,

Make 2. Fomdese-

Mark R. Fenlaw, F.S.A.

Ruleson B. Mo

Rebecca B. Morris, A.S.A.

MREF:1b

Enclosures
i\clients\galvees\20 1 6\specstudies!.decx
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Rudd and Wisdom, Inc.

CONSULTING ACTUARIES

Mitchell L. Bilbe, F 5.A. Bmndon L. Fuller, A.5.A.
Evan L. Dial, FS.A. Christopher 5. Jobason, F.S.A.
Philip S. Dial, FS.A. Oliver B. Kiel, ES.A.
Philip J. Fllis, AS.A. Robert M. May, FSA.
Charles V. Faerber, FS.A,, ACAS. Edward A, Mire, FS.A.
Mark R. Fenlaw, F.S.A. Rebecca B. Morris, A S.A.

Amandg 1. Muphy, FS A,

1011 Tremont Street
Galveston, Texas 77550

Deps:adent Child Beneficiary Following the Death of a Retired Member

There is authority for a dependent child beneficiary to receive a monthly benefit
of an active employee if there is no swrviving spouse in Section 7.3(a)(ii).
authority for a child | neficiary receiving a monthly benefit upon the death

Michael J. Muth, £.5.A,
Khiem Ngo, FS.A., ACAS,
Elizabeth A. O’Brien, A S A,

Raymond W. Tilott
Ronald W. Toblemsan, FS.A.
David G. Wilkes, FS.A.

May 19, 2016

upon the death

However, there is no
of a Retired Member

9500 Arbosetum Bivd., Suite 200 Phone: (512) 346-1550

Austin, Texss 78759 Fax: (512)345-7437
www, tuddwisdom com

Post Office Box 204209
Austin, Texas 78720-4209
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ifthereisnnmnivingspouse,onlyforalumpsumheneﬁttotheBeneﬁdatyasdwcribedin
Section 7.4(b).
OmmdusmndingisthatmeadminimﬁvepmcﬁwofmePMiswproﬁdcbeneﬁsm
dependent child beneficiaries of retired members who die without a spouse. Therefore, our
suggestion is to add a new Section 7.4(b) that provides for a dependent chiild pension in the event
there is 8o surviving spouse, similar to Section 7.3(a)(i) with the amount of the benefit equal to
Sﬂ%ofﬂlcpension-thattheMembawasreceivingorwasentiﬂedﬁoreceive(ie,whatthe
surviving spouse would have received).

The current Section 7.4(b) would then change to 7.4(c). In this section, we believe a clarification
is necessary to describe the lump sum, if an ,payablenponﬂ:edeathofapensionerwiﬁuno
surviving spouse or child. The lump sum should equal the Member’s accumulated contribgtions
less any payments made. The current Section 7.4(b)(i)(A) should be changed as follows:

“the Member’s totsl Contribution Accumulation, less eny payments previcusly made to such

decmsadebar,-gﬂmy; or”,

Disabled Child

Our understanding is that the administrative practice of the plan is to provide benefits to disabled
dependent child beneficisries who are older than age 18. We recommend that the plan language
be changed to reflect the administrative practice and the intent of the definition of a dependent
child. The same language would also be applicable in the new Section 7.4(b) described above.

Definition of Early Retirement Date

In order to be consistent with the definition of Normal Retirement Date in Section 2.1(x) and
with current administrative practice, the definition of Early Retirement Date in Section 2.1(n)
should be changed as follows:

“The last day of the month following-the-month in which the Member terminated employment
with the Empioyer after satisfying the requirements for carly retirement specified in Section 5.2,
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May19.2016

Employer Contributions

As indicated in the cover letter to our December 31, 2015 actuarial valuation report, we
recommend that the description of employer contributions in Section 4.1 be revised and updated.

We will provide further considerations in subsequent correspondence.
Reference to Texas Revised Civil Statutes

In the preamble of the First Amendment, there is a reference to Articie 6243p of the Texas
Revised Civil Statutes. However, that portion of state law is for the City of Galveston

i 3 AeoordingtoNk.StefanSmith,thereisnoportionofsme
law which is the legul anthority for the City of Galveston Employees’ Retirement Plan for City

Employees.

Our suggestion for resolving this inconsistency is to change the preamble by deleting the words
“which provisions were replaced by the provisions of Article 6243p of the Texas Revised Civil

Statutes®.

Please let us know if you have any questions.
Sincerely,

Mask 2. Fonbaw—

Mark R. Fenlaw, F.S.A.

Kero R. Moo
Rebeccs B. Morris, A.S.A.
MRF:Ib

Enclosures
E\cliexstv\galveesi201 6\plan-doc-ggestions.docx

>
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Discussion ensued regarding bringing the Plan into compliance with the bylaws. Each member will look
at the bylaws and present suggestions to Ann Masel, third party administrator, for the consideration of

The next regular meeting was set for Tuesday, August 2, 2016.
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Qalveston, TX Cods of Ordinances
Bs.!c. k k-’tj
Chaptar 28 - PENSIGNS
st
-
SOrS actom-Crk, b 3-8 1.3, eoovind Sept. T2, 192X emwacc At ! F B Chastity Go ey e pevaen pise W rfessa o)
RPN repeciol Aty B 387 MmMvammM M8 1 3% 1- 18-85 Ord, ton. 820 8 35,
nachod bowek 28, 1397 IO, 9. 8345 £ b ooel e 28, 1983
umm_::_ 5 ahernd At 35 3T,
Beswer onferao— L ? 8 azgda
.nl-mcgmm mmmumﬂsau hwcmmmm O %
ot EMEA

ARTICLE 1. - #N GENERAL

mz&1.-rmﬂan~ﬂdmdimhwmmby11ahm
mammmmmmmwmmmmmm

wmmw«mw.wmm;mmmammmm

mmws@mmummy ¥, copy
Y 4 m;mmwnamoqmrymomevm

tGnrd., R, 848, 5 1, 2-23-84)
Sec. 283, ~Same—Amencment No. Two

(O No, 84.59,5 1, 82384

mn-&-&me—mmm!ﬂo.m

Mmbmmmmﬁmm Gciober 1, 1985, mwmm:ma
Mftdmmnﬁudmrmcmb« 1 1%4;Mhmmwtm(1mpmnfﬂn
smaunt of his monthly pension, save and wxceps the follawing retirees &nd benefiiaries:

%) Retirerswieo began receiving pension FEYHENE subzseouang to October 1. 1984,
™) Bensficigrias of previgus members who have racelved e appropriste alowabie beneins

ahout:blank 12782015
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subsequent to October 1, 1584,
3 Beneficiaries who as of Ortober 1, 1955, sre raceving one hundred dollurs £2100.00) per
month minimum beeefit under sacion 16-4% ¢} of the prior plan.

{Ord, No. 85-68, £1,5-25.85)

5ez. 28-8. - Same—Amendrnent No. Four,
The pension mumwmmnsm-mmayammmm

Membership, 10 read and provids &s follows:

ummmewmummmwmrmPhnmmw
30, lﬁimﬁMMhndmbmdMndemDMMmmhm

Mmmmmmmmammmmmmnm%
mmmwmmmmubomdwmmw:mwwmu

abont:blunk 127312018

P197



Gelveszyn, TX Code of Ondinances Fago 3 of IO

) Sezond: Secticn 432, Contributions Ly Mermbess, is hereby smended by edding the folipwing
serfiong

paragraphs to ssid

Ertective fanuary 1, 1990, the emplover shall pick up under the provisions of Section 414h%2)
of the internat Revenue Code nﬂsaswdplyunmbibuﬂonmmmmkmqmmby
mwmmmfuwmaﬁmamdmmrm. 1889, Although the

m:mm:Mammelkmmhmammmdmm
meumnumwmm:mmmmmﬁmmmm
were picked up by the employer. mrmmnmumawmummm
,mwyprwmwmhgmmmmmmmm

The smployer shali pay the mmrmmbummunmm«mw in
mawmmmr,wmmmmmmhqumu maember,

] mmw.mgnwmmmmuhmbgmmmmmmm

£.7 00 read as follows:
&7.mmmmmmwmmmmomn. 1928, the
m«mmwwma.fm,wube

monthly persion payabie to a retired
increased hy five 15} percent of the &mount of his monthiy vension, save snd excest the following
beneficiaries:

reticees and

{t} Bsnefitiaries who as of October 1, 1983, aremmwm&zddn&nmma@m
month minkmum benefi under sertion 16-47(<) of the prior pian.
o Mmmnlsmmbymaddwmafammmwmdnfm
Article Xil. Umittions Under £ove Section 415

s) mmmxmwmtmm payable to an employee hereunder (nduding
sny annual pension pid to such employee from ancther defined benefit plan of the
employer) shall not exceed the lessar of (15 and (2) below, subjectto {3 through (7) belows.

m

about:blank 127812018
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Ninety thousand dofiars (890,060.00), sdjusted for incresses in the cost of Bving. a3
prescribed by the $ecretary of the treasury cr his delegate, effective Januaty 1 of eadh
ﬂiaxiaryggrmgappﬁmmamm”mngmwmmmr

-] mmmwrrmhmwnmﬂfﬁmwmw%mmm
mmmhﬁwmmdﬂwb«mﬁuymmﬁr&hw&m
longer subject 1o & substantial risk of forfeiture;

i) mmsrmmmmmmmmww&mtmwmw
mwaqwmwmm

g mnmmwhmwmmthwmswﬁwm
employer {whether or not under a salary reduction agresmant) towards the
mmammmm&xmhmmbmmcmmmmgmm
mwmammammmmgmmmdmw;

a5 mammmmmmmmmmmmm

($10.000.00) and who has maawﬁmwmhlmdﬂmmmm plan
fwithin the meaning of section 418(k) of the Code) meinteined by the employer.

@ nteemntthaty partidparm mummm}mn of participation In this plen and
predecessor plans hereto, mmrnmmm:mm:mmm

ﬁmmm.wmmmmmmmumgammmmpmhawmnm
mmﬁymmwdmewwmbenmmnwmeMWhm
hereunder,

g

struchure

& mnuwmmaupammmmmmwmmmummm of vestirg
service, the pércentsge-of average-vamings kmkation atherwise oppiicable under i3
mmmeddwmumo&mgg;p&ubkmda@mmtuwby

sbout:blank 12/8/2015
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muitiplying each by 3 Manwnmwdmkhk&mmmm;o!mmmrs
years of vesting servica (or part thereof), but never less than one (1}, and the denominstor
u;‘vdddslsmé'eﬂm

{6) The imiations nfﬁsucﬂmapﬁroammmmnymmamqhﬂ%am
Wmanmuyma:mnnhmcquﬂnadmmmm,mmmm
mmmmmamummmmmmnnmﬁ

ebout:blaak 12882018
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mmmummmmnuumammphmmmmw
-memm-sﬁmmmmmmrmawmmmmm
wwmmmmzmmdmmsmwwai

necessary plan
mﬂmmmmmmm‘dwﬂwomnmammwnm
mmma%wfgmm@mmm@mmmmwm

{Ord. No. 89-138, § 2, 12-21-88)

S2¢. 28-7. - Amendment No. Stv Board of Trustwes,
Wtommmmgmmamm«&maw-smmw
Thy Emplayses (a3 restated effecive October 1, TMKBmamsdwhhM respects
(8] Frse Sectioms 2.%%) Goprd and 2.1{ee) Trustee of the plan are hareby smended as follows:
< 760 Boorg: The Board of Tnusters of the Plan, elected snd #ppointed pursuant to Article X
hereof. mmwmam»:mmumw “public oficials” as such term ig definzgd
mmmcmamcaydsmmammmmtom
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Rudd and Wisdom, Inc.

CONSULTHHSACTUARmﬁ
Mitchell L. Bilbe, F.S.A. Brandon L. Fuller, AS.A. Rebecca B. Morris, A.S.A.
Evan L. Dial, FS.A, Chuistopher S. Johason, F.S.A. Amanda L. Murphy, FS.A.
Philip S. Dial, B.S.A. Sheryl Kadakia, A.S.A. Michael J. Muth, ES.A.
Philip J. Ellis, AS.A. Oliver B. Kiel, AS.A. Khiem Ngo, FS.A., ACAS.
Charles V. Faetber, ESA., ACAS. Robert M. May, F.S.A. Raymond W. Tilotta
Mark R. Fenlaw, F.S.A. J. Christopher McCaul, F.S.A. Ronald W. Tobleman, F5.A.
Ceri L. Frammolino, F.S.A. Edward A. Mire, FS.A. David G. Wilkes, F.S.A.
Augusi 19, 2015
Board of Trustees

The City of Galveston Employees’ Retirement Plan
c/0 Ms. Ann S. Masel, CPA

1011 Tremont

Galveston, Texas 77550

Dear Trustees:

Recommended Financing Commitment

The current financing commitment to the plan is 6% of pay by the covered employees and 9% of
the covered payroll of the active contributing members by the City of Galveston. Since there would
be no more employees contributing to the plan if it were to be frozen, there would be no covered
payroll. So the recommended financing by the city is not a percent of payroll but an annual dollar

amount.

expected to amortize the UAL with level dollar contributions over a closed 15-year period that
would begin on the effective date of

‘Unfunded Actuarial Liability (UAL) $ 15400376 |
UAL Amortization Period (closed period) 15 Years
Recommended Annual City Contribution Paid Monthly $ 1,567,264 !
9500 Arboretum Bivd., Suite 200 Phone: (512) 346-1500 Post Office Box 204209
Fax: (512) 3457437 Austin, Texes 78720-4209

Austin, Texas 78759
www.reddwisdom.com
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Another consideration for the actuarial investment return assumption is the plan’s cash flow, the net
result of contributions made to the plan and benefits paid from the plan each month. In recent years,

15-year contribution pericd. In the first year after city contributions stop, it is estimated that the
percent would jump to a range of 12% to 15% and then continue to steadily increase,
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AVA developed by the five-year smoothing method was slightly greater than the MVA (by
$137,587). However, both the AVA and the MVA in that actuarial valuation report reflected the

For this special analysis of the plan as if it were frozen, we have looked at recent history and
assumed that the annual administrative expenses would be $125,000 in 2015 and increase at the
underlying inflation assumption of 3% per year for 20 years. Then we calculated the present value
of those projected assumed expenses and added it to the present value of plan benefits.

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;

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

® Changes in economic or demographic assumptions; and

© Changes in plan provisions.

Analysis of the potential range of such future measurements resulting from the possible sources of
measurement variability is typically outside the scope of the annual actuarial valuation or of a
special actuarial analysis. However, we provided the sensitivity of a change in the investment
return assumption, and we could perform other sensitivity analysis in a subsequent report if desired

by the Board of Trustees.
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Other Considerations
While the freezing of this plan would bring some reduction in the required contributions by the city,
there are other considerations tha should enter into the discussions of such a significant potential

decision. Section HI of this report outlines some of the major implications of changing how
retirement benefits would be provided if the plan were to be frozen,

plan amendment would be recognized in determining the vested accrued benefit.

We recoramend that the city engage a Texas pension attorney to clarify the potential effect of this
AG opinion if there is continued interest in pursuing the freezing of the plan. The City of Fort
Worth is currently engaged in two law suits over the application of AG-0615 to the public employez

after the assumed freeze date would be recognized.
Respectfully submitted,

RUDD AND WISDOM, INC.

Mok 2. Fondoro

Mark R. Fenlaw, F.S.A.
Rebecca B. Morris, A.S.A.

MRF/RBM:Ib
i:\clients\galvees\ZOlS\spec-val.docx
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SPECIAL ACTUARIAL ANALYSIS

AS OF JANUARY k 2015

Section I — Certification of Special Actuarial Analysis as of
January 1, 2015

THE CITY OF GALVESTON

At the request of the Board of Trustees, we have performed a special actuarial analysis of The City
of Galveston Employees® Retirement Plan as of January 1, 2015. The purpose of this report is to
present our acivarial analysis of the plan reflecting the scenario that the plan is frozen as of January

We have based our analysis on participant data as of January 1, 2015 provided by Mr. John Crider,

the board’s retained actuary, and preliminary asset information for the Plan as of December 31,
2014 provided by Ms. Ann S. Masel, the board’s administrator for the plan. We have relied on the

performed on the basis of the plan benefits described in Section V.

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
expectations of future experience if the plan had been frozen on January 1, 2015. The assumptions
Tepresent a reasonable estimate of anticipated experience of the plan over the future if the plan were
to be frozen, and their selection compiies with the applicable actuarial standards of practice.

The actuarial analysis of the plan reported herein has been performed in accordance with
appropriate actuarial methodology and 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 2. Podon Koo 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

I1 AugusT 2015
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THE CITY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS

AS OF JANUARY 1 2015
S e SR L

Section IT - Summary of Aciuarial Analysis
of Plan Freeze as of January 1, 2015

prticipant Census at Valuation Date

a. Covered employees 450

b. Vested terminated due deferred benefit 56

€. Terminated due refund 146

d. Retirees and beneficiaries in pay status 322

e. Total 974
2. Projected Active Participant Compensation for Plan Year

Following the Valuation Date $ (i
3. Actuarial Present Value of Future Benefits and Expenses

a. Accrued benefits for employees $ 21,275,525

b. Terminated (vested deferred benefit and refund) 3,041,797

c. Retirees and beneficiaries 33,937,186

d. Administrative expenses 1,891,100

e. Total 3 60,145,608
4. Actuarial Present Value of Future Normal Cost $ 0
5. Actuearial Liability (Item 3¢ — Item 4) $ 60,145,608
6. Actuarial Value of Assets (Market Value) $ 44,745,232
7. Unfunded Actuarial Liability (UAL) (Item 5 — Item 6) $ 15,400,376
8. Recommended Apnaal City Contributions Each Janusary 1 for the

Amortization Period $ 1,516,8641
9. Recommended Arnual City Contributions Psid Monthly $ 1,567,264’
10. UAL Amortization Period (Closed Period)* 15 years
11. Funded Ratie (ftem 6 + Item 5)° 74.4%

' Level annual amount required to amortize Item 7 over the period of years in Item 10,

2 Level dollar amortization over 15-year closed period that began January 1, 2015,

*  The funded retio is not appropriate for assessing either the need for or the amount of future contributions or the
adequacy of the funding policy of an ongoing plan. However, for a frozen plan, a funded ratio of 100% or more
would indicate that contributions could cease. Subsequent experience would determine whether or not zny additional

contributions might be required.

-1 AucusT 2015
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THE CITY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS

AS OF JANUARY 1, 2015
M

Sensitivity of Resulss to a Change in the
Investment Return Assumption

How sensitive is the recommended annual contribution to the investment return assumption? The
table below shows the Hability components as of January 1, 2015 and the recommended annual
contribution with 6.25% and 5.50% as the investment return assumption and all other assumptions

unchanged.

i ctuarial present value of
a. Accrued benefits for employees $ 21275525 |$ 23,856,961
b. Benefits for terminated participants 3,041,797 3,352,791
c. Benefits for pensioners 33,937,186 36,085,787
d. Administrative expenses 1.891.100 2,009,740
e. Total $ 60,145,608 |$ 65,305,279
2. Market valve of assefs $ 44,745232 |$ 44,745,232
3. Unfunded actuarial liability (UAL) $ 15,400376 |$ 20,560,047
4. Recommended annual contribution paid $ 1,567,264 |$ 1,998,417
monthly
a. Increase amount $ 431,153
b. Relative increase 28%
RuDD AND Wispow, INC. -2 AuGusT2015
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SPECIAL ACTUARIAL ANALYSIS
s OF JANUARY 1, 2015

THE CITY OF GALVESTON

Section IIT — Other Considerations

If this plan were frozen, it is true that the city’s required contributions would be reduced because
the accrual of any additional future benefits would be frozen. However, there are considerations
other thax the reduction in the city’s required contributions. This section is not intended to be an
exhaustive list or a full description of each item. Rather it is intended to objectively introduce
these considerations so that the discussions of whether or not this plan should be frozen are

1. The investment responsibility, investment expense, and investment risk would be shifted
completely to the employees, both during the period of their employment #@nd during the
years of retirement as long as they have assets in or from the DC plan. Stedies have
consistently shown that investment returns from DB plans exceed the investment returns
from DC plans because DB plans have the benefit of investment experts, lower investment
expenses from pooled assets, a longer and consistent investment time horizon, and more

expertise in the management of investment risk.

2. The longevity risk would be shifted to the employees. One of the other strengths of a DB
plan compared to a DC pian is the normal form of the retirement benefit. DB plans pay
monthly benefits for the lifetime of the pensioner while DC plans generally pay a lump sum
distribution. So a pensioner in a DB plan does not have to be concerned about outliving
plan assets, a mejor concern for someone retiring with a DC plan lump sum distribution,

3.  The table below gives a Stmmary comparison of DB plans and DC plans. Some of the
comparisons below are why the large majority of state and local government public
employees are still covered by DB plans in spite of a trend toward DC plans for federal
employees and employees in the private sector.

Bears investment risk and benefits from

investment gains Employer Employee
Bears inflationary risk during working career Employer Employee
Usual form of benefit Monthly for life Single sum
Bears longevity risk in retirement years Employer Retirce
Selects investment managers and asset allocation

during working years Board Employee
Selects investment managers and asset allocation

during retirement years Board Retirce
Generally provides more benefits than the other

type of plan to these employees Long term Short term
Generally understood by most employees No Yes
Usually pays for administrative expenses Employer Employee/retiree
Usually pays for investment expenses Employer Employee/retiree

-2 Avucust 2015
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SPECIAL ACTUARIAL ANALYSIS

AS OF JANUARY k 2015

4. In order to know what the city and the covered employees would be getting by freezing the
DB plan and switching to a DC plan, a comparison of projected retirement benefits
(ongoing DB plan vs. the sum of frozen DB plan and new DC plan) should be made for
representative employees. Such a study would show the reduction in benefits, especially to
those current younger employees and future hires who wili work a long career for the city.

5.  Pre-retirement death or disability usuwally results in a lower benefit with a DC plan
compared to the benefit with a DB plan. In the event of freezing your DB plan, the day
after the effective date of the freeze the DB plan death and disability benefits would drop
dramatically for most employees because they would be effectively considered terminated
employees after the freeze date and not active employees. Pre-retirement death and
disability benefits usually become vested only upon dying or becoming disabled.

6. The large majority of public employees still contribute to and are covered by defined
benefit plans. While the benefit formulas vary from plan to plan, the contribution rates are
a rough indicator of the level of benefits. The table below compares the employer and
employee contribution rates to the DB plans for a sample of cities and counties with
neighboring employees to the City of Galveston. Consideration should be given to the
effect of replacing the DB plan with a DC plan on hiring and retaining employees.

A. Cities B
Alvin 16.74% 7%
Angleton 12.63 6
Dickinson 8.64 7
Friendswood 15.99 7
Hitchcock 4.40 5
LaMarque 852 5
Sana Fe 12.61 7
Texas City 17.59 7

B. Counties
Brazoria 12.32 7
Chambers 14.22 7
Galveston 11.25 7
Harris 12.34 7
Jefferson 17.66 7
Matagorda 14.77 7

7. If the current DB plan were to be frozen, plan administration would continue, but after a
few years the board composition would probably have to change. It might be more
challenging to find people willing to serve on a board of a frozen plan with no active

employee plan members.

8.  There would be an increase in administrative activity as close to 200 employees who are
not vested as of the plan freeze date would receive a cash out of their employee
accumulated contributions. Ultimately, when there is only a moderate number of
Individuals receiving a monthly benefit from the frozen plan, it would make sense to close
the plan and purchase annuities for those remaining recipients. At that time, there would be
a large amount of administrative time and cost in order to complete that process.

AUGUST 2015
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THE CITY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS
EmrLoYms’RmmmmmN e AS OF JANUARY 1, 2015

Section IV - A ctuarial Methods and Assumptions

A. Actusrial Methods

1. Actuarial Cost Method

For a frozen plan, no actuarial cost method is required. The primary calculations are the
actuarial present value of future benefits and expenses. The unfunded actuarial liability
(UAL) is the amount by which the present value of future benefits and expenses exceeds the
current plan asseis. The UAL is recalculated each time a valuation is performed. Experience
gains and losses, which represent deviations of the UAL from its expected value based on the
prior valuation, are determined at each valuation and are amortized as part of the newly

calculated UAL.

2. Amortization Method

For this analysis of the plan frozen as of January 1, 2015, the UAL would be amortized with
level dollar payments over a 15-year closed period begining January 1, 2015, in accordance
with the funding policy recommended by Rudd and Wisdom, kric. in this report.

3. Actuarial Value of Assets Method

All assets are valued at market value as of January 1, 2015. Subsequent actuarial valuations
following the freeze date of the plan would use a smoothed market value. This smoothed
value would begin with market value and make an adjustment made to uniformly spread
actuarial gains or losses after January 1, 2015 (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. This method is

similar to that currently used for the ongoing valuations of the plan.

B. Actuarial Assumptions

i. Mortality
a.  Pre-retirement Mortality RP-2000 Combined Healthy Mortality Table projected
to 2024 for males and females (sex distinct)
b. Post-retirement Mortality =~ RP-2000 Combined Healthy Mortality Table projected
to 2024 for males and females (sex distinct)
. Post-disability Mortality RP-2000 Combined Healthy Moriality Table projected
to 2024 for males and females (sex distinct)

2. Termination There would be no need for assumed termination rates with a plan
assumed to be frozen. All employees are assumed to have terminated employment as of

January 1, 2015.

3. Imvestment Return Current and future plan assets are assumed to reflect an annual
investment return of 6.25% net of investment-related expenses. See item B.10 for
general administrative expenses.

4. Earnings Progression There would be no need to recognize projected earnings after
2014 if the plan had been frozen January 1, 2015.

AuGusT 2015
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THE CITY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS
EMPLOYEES® RETIREMENT PLAN - o . AS OF JANUARY 1, 2015
R A e O O O T A S S M

10.

Retiremeni Rates All terminated participants and employees assumed to have
ferminated employment as of December 31, 2014 who are eligible for a deferred monthly
benefit are assumed to commence the benefit at age 65 or as of January 1, 2015 if over

age 65.

Disability There would be no need for assumed rates of disability with a plan assumed
to be frozen in such a way to preclude any new disability benefits.

Inflation Component in Investment Return Assumption 3%

Form of Payment

& Married participants: Joint and 50% to surviving spouse form of payment.
b.  Single participants: Life only form of payment.

c. Monthly benefits are payable the first of each month.

Percent Marvied We used actuaj provided marital status and spouse date of birth for the

retirees. For the vested terminated participants and the employees, we assumed that
100% will be married at commencement of the monthly benefit, with male retirees

having a spouse three years younger ard female retirees having a spouse three years
older.

General Administrative Expenses The expenscs paid from plan assets for other than
investment-related expenses are assumed to be $125,000 in 2015 and are assumed to
increase 3% per year. For determining the present value of future general administrative
€xpenses, we assumed the plan, if frozen, would continue its current form of operation
for 20 years and then be terminated.

RUDD AND WisDOM, INC, 1v-2
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THE CITY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS

Section V - Outline of Principal Plen Eligibility and Benefit
Provisions as of January 1, 2015

1. Identifying Data

a. Planname: The City of Galveston Employees’ Retirement Plan for City Employees
b. Type of plan: Defined benefit pension benefits

c.  Plansponsor: City of Galveston

d. Plan Year: January 1 - December 31

2. Participation

a. Minimum Age: none

b. Maximum Age at Hire: none

c. Eligible Employee: All full-time employees except for those (i) covered by the separate
retirement plans for police and for firefighters, (i) performing emergency services as

temporary employees, (jii) compensated on a fee basis; or (iv) leased.

3. Contributions

a.  Active Member: 6% of pay
b.  City: all amounts necessary to adequately finance plan benefits, currently 9% of pay

4. Eligibility for Retirement

a. Normal Retirement: age 65 pius five or more years of service

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

c. Disability: eligible for Social Security disability benefits

5. Retirement Benefit Monthly Amounts

a. Normal Retirement: 2.25% of average monthly compensation per year of service assumed
frozen as of January 1, 2015, 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 his normal retirement,

0o

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 benefit may elect a lump sum distribution of

his accumulated contributions and a reduced monthly benefit.

RUDD AND WISDOM, INC. V-1 AvugusT 2015
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EMPLOYEES’ RETIREMENT PLAN - AS OF JANUARY 1, 2015
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7. Vested Termination Beuefits

a. Benefit: vested percentage of accrued benefit at normal retirement age.
b.  Vesting Schedule;

lessthans | 0%

5 50
6 60
7 70
8 80
9 20
10 or more 100

A member is always 100% vested in the portion of the accrued benefit attributable to
his 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 as if the
member had terminated employment December 31, 2014 and calculated using the normal
retirement benefit formula but using only years of benefit service and compensation
credited at date of termination. For employees not vested on January 1, 2015, the accrued
benefit would equal the return of the employee accumulated contributions.

8. Average Monthly Compensation Plan compensation averaged over the five calendar years of
service covered by the plan through 2014 which produce the highest average monthly

compensation.

RuDbD AND WisDOM, INC. V-2 AvucusT2015
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THE CrrY OF GALVESTON SPECIAL ACTUARIAL ANALYSIS
EMPLOYEES® RETIREMENT PLAN AS OF JANUARY !‘ 2015

Section VI — Participant Census Summary

1. Covered Employee Count
a. Vested 234
b. Nonvested 216
¢. Total 450
2. Age and Service of Covered Employees
a. Average attained age 47.4 years
b. Average benefit service earned 8.2 years
3. Immediate Retirement Benefits
a. Retirees and beneficiaries in pay status 322
- b. Aggregate monthly benefit $ 273,631
C. Average monthly benefit $ 850
4. Defexred Retirement Benefits
a. Vested terminated participanis 56
b. Aggregate monthly benefit $ 31,646
C. Average monthly benefit $ 565
5. Refund of Contributions Payable
a. Terminated participants 146
b. Ageregate amount payable $ 556,027
AUGUST2015
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2737 Buffalo Speedway
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January 26, 2021

To the Board of Trustees

City of Galveston Employees’ Retirement Plan for City Employees
¢/o Ms. Ann S. Masel, CPA
1011 Tremont Street
Galveston, TX 77550

The following represents our understanding of the services we will provide City of Galveston Employees’
Retirement Plan for City Employees (the “Plan™).

You have requested that we audit the statement of net position as of December 31, 2020, the statement of changes
in net position for the year then ended and the related notes to the financial statements, which collectively comprise
the basic financial statements of the Plan.

Accounting principles generally accepted in the United States of America, (U.S. GAAP,) as promulgated by the
Governmental Accounting Standards Board (GASB) require that supplementary information such as management’s
discussion and analysis (MD&A) be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the GASB, 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. As part of our engagement, we will apply certain limited procedures to the required
supplementary information (RSI) in accordance with auditing standards generally accepted in the United States of
America, (U.S.GAAS). These limited procedures will consist primarily of inquiries of management regarding their
methods of measurement and presentation and comparing the information for consistency with management’s
responses to our inquiries. We will not express an opinion or provide any form of assurance on the RSI. The
following RSI is required by U.S. GAAP. This RSI will be subjected to certain limited procedures but will not be

audited:

Management’s Discussion and Analysis

Schedules of Changes in Net Pension Liabilities and Related Ratios
Schedule of Employer Contributions

Schedule of Investment Returns

Auditor Responsibilities

We will conduct our audit in accordance with U.S. GAAS. Those standards require that we pian and perform the
audit to obtain reasonable assurance about whether the basic financial statements are free from material
misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the basic financial statements. The procedures selected depend on the auditor’s Jjudgment, including the
assessment of the risks of material misstatement of the basic financial statements, whether due to fraud or error,
misappropriation of assets, or violations of laws, governmental regulations, grant agreements, or contractual
agreements.
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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 basic
financial statements. If appropriate, our procedures will therefore include tests of documentary evidence that support
the transactions recorded in the accounts, tests of the physical existence of inventories, and direct confirmation of
cash, investments, and certain other assets and liabilities by correspondence with creditors and financial institutions.
As part of our audit process, we will request written representations from your attorneys, and they may bill you for
responding. At the conclusion of our audit, we will also request certain written representations from you about the
basic financial statements and related matters.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, an
unavoidable risk that some material misstatements (whether caused by errors, frauduient financial reporting,
misappropriation of assets, or violations of laws or governmental regulations) may not be detected exists, even
though the audit is properly planned and performed in accordance with U.S. GAAS.

In making our risk assessments, we consider internal control relevant to the Plan’s preparation and fair presentation
of the basic 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. However, we will
communicate to you in writing concerning any significant deficiencies or material weaknesses in internal control
relevant to the audit of the basic financial statements that we have identified during the audit. Our responsibility as
auditors is limited to the period covered by our audit and does not extend to any other periods.

We cannot provide assurance that unmodified opinions will be expressed. Circumstances may arise in which it is
necessary for us to modify our opinions or add emphasis-of-matter or other-matter paragraphs. If our opinions on
the basic financial statements are other than unmodified, we will discuss the reasons with you in advance. If, for
any reason, we are unable to complete the audit or are unable to form or have not formed opinions, we may decline
to express opinions or to issue a report as a result of this engagement.

Compliance with Laws and Regulations

As previously discussed, as part of obtaining reasonable assurance about whether the basic financial statements are
free of material misstatement, we will perform tests of the Plan’s compliance with the provisions of applicable laws,
regulations, contracts, and agreements. However, the objective of our audit will not be to provide an opinion on
overall compliance and we will not express such an opinion.

Management Responsibilities

Our audit will be conducted on the basis that management and, when appropriate, those charged with governance
acknowledge and understand that they have responsibility:

a. For the preparation and fair presentation of the basic financial statements in accordance with accounting
principles generally accepted in the United States of America;

b. For the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of basic financial statements that are free from material misstatement, whether due to error,
fraudulent financial reporting, misappropriation of assets, or violations of laws, governmental regulations,
grant agreements, or contractual agreements; and

c. To provide us with:

i.  Access to all information of which management is aware that is relevant to the preparation and fair
presentation of the basic financial statements such as records, documentation, and other matters;
ii.  Additional information that we may request from management for the purpose of the audit; and
iii.  Unrestricted access to persons within the entity from whom we determine it necessary to obtain audit

evidence.
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d.  For including the auditor’s report in any document containing financial statements that indicates that such
basic financial statements have been audited by the entity’s auditor;

e. For identifying and ensuring that the entity complies with the laws and regulations applicable to its
activities;

f. For adjusting the basic financial statements to correct material misstatements and confirming to us in the
management representation letter that the effects of any uncorrected misstatements aggregated by us during
the current engagement and pertaining to the current year period(s) under audit are immaterial, both
individually and in the aggregate, to the basic financial statements as a whole; and

g. For acceptance of nonattest services, including identifying the proper party to oversee nonattest work;

h.  For maintaining adequate records, selecting and applying accounting principles, and safeguarding assets;

1. For informing us of any known or suspected fraud affecting the Plan involving management, employees
with significant role in internal control and others where fraud could have a material effect on the financials;
and

J- For the accuracy and completeness of all information provided.

With regard to the supplementary information referred to above, you acknowledge and understand your
responsibility: (a) for the preparation of the supplementary information in accordance with the applicable criteria;
(b) to provide us with the appropriate written representations regarding supplementary information; (c) to include
our report on the supplementary information in any document that contains the supplementary information and that
indicates that we have reported on such supplementary information; and (d) to present the supplementary
information with the audited basic financial statements, or if the supplementary information will not be presented
with the audited basic financial statements, to make the audited basic financial statements readily available to the
intended users of the supplementary information no later than the date of issuance by you of the supplementary
information and our report thereon.

With respect to any nonattest services we perform, Plan management is responsible for (a) making all management
decisions and performing all management functions; (b) assigning a competent individual to oversee the services;
(c) evaluating the adequacy of the services performed; (d) evaluating and accepting responsibility for the results of
the services performed; and (e) establishing and maintaining internal controls, including monitoring ongoing
activities. Nonattest services could include assistance with the preparation of financial statements including the
government-wide journal entries and note disclosures.

As part of our audit process, we will request from management and, when appropriate, those charged with
governance, written confirmation concerning representations made to us in connection with the audit.

Reporting

We will issue a written report upon completion of our audit of the Plan’s basic financial statements. Our report will
be addressed to the governing body of the Plan. We cannot provide assurance that unmodified opinions will be
expressed. Circumstances may arise in which it is necessary for us to modify our opinions, add an emphasis-of-
matter or other-matter paragraph(s), or withdraw from the engagement.

Other

We understand that your employees will prepare all confirmations we request and will locate any documents or
support for any other transactions we select for testing,

If you intend to publish or otherwise reproduce the basic financial statements and make reference to our firm, you
agree to provide us with printers’ proofs or masters for our review and approval before printing. You also agree to
provide us with a copy of the final reproduced material for our approval before it is distributed.

p222



To the Board of Trustees January 26, 2021
City of Galveston Empioyees’ Retirement Plan for City Empioyees Page 4

Provisions of Engagement Administration, Timing and Fees

During the course of the engagement, we may communicate with you or your personnel via fax or e-mail, and you
should be aware that communication in those mediums contains a risk of misdirected or intercepted
communications.

The timing of our audit will be scheduled for performance and completion as follows:

® Perform inquiry and substantive procedures — May 2021
e Issue audit report — July 2021

Christopher L. Breaux, CPA is the engagement partner for the audit services specified in this letter. His
responsibilities include supervising Whitley Penn, LLP’s services performed as part of this engagement and signing
or authorizing another qualified firm representative to sign the audit report.

Our fees are based on the amount of time required at various levels of responsibility, plus actual out-of-pocket
expenses. Invoices will be rendered every month and are payable upon presentation. We estimate that our fee for
the audit will not exceed $15,100. We will notify you immediately of any circumstances we encounter that could
significantly affect this initial fee estimate. Whenever possible, we will attempt to use the Plan’s personnel to assist
in the preparation of schedules and analyses of accounts. This effort could substantially reduce our time
requirements and facilitate the timely conclusion of the audit. Further, we will be available during the year to consult
with you on financial management and accounting matters of a routine nature.

During the course of the audit we may observe opportunities for economy in, or improved controls over, your
operations. We will bring such matters to the attention of the appropriate level of management, either orally or in

writing.

You agree to inform us of facts that may affect the basic financial statements of which you may become aware
during the period from the date of the auditor’s report to the date the financial statements are issued.

We agree to retain our audit documentation or work papers for a period of at least five years from the date of our
report. ’

At the conclusion of our audit engagement, we will communicate to the Board of Trustees the following significant
findings from the audit:

Our view about the qualitative aspects of the Plan’s significant accounting practices;

Significant difficulties, if any, encountered during the audit;

Uncorrected misstatements, other than those we believe are trivial, if any;

Disagreements with management, if any;

Other findings or issues, if any, arising from the audit that are, in our professional Jjudgment, significant and
relevant to those charged with governance regarding their oversight of the financial reporting process;

e Material, corrected misstatements that were brought to the attention of management as a result of our audit
procedures;

Representations we requested from management;

Management’s consultations with other accountants, if any; and

Significant issues, if any, arising from the audit that were discussed, or the subject of correspondence, with
management.
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In the course of our services, our firm may transmit confidential information that you provided us to third parties in
order to facilitate our services. As applicable, we require confidentiality agreements with all our service providers
to maintain the confidentiality of your information and additionally the firm will take reasonable precautions to
determine that our service providers have the appropriate procedures in place to prevent the unauthorized release
of confidential information to others. We will remain ultimately responsible for the work provided by any third-
party service providers used under this agreement. By your signature below, you consent to having confidential
information transmitted to entities outside the firm. Please feel free to inquire if you would like additional
information regarding the transmission of confidential information to entities outside the firm.

The audit documentation for this engagement is the property of Whitley Penn, LLP and constitutes confidential
information. However, we may be requested to make certain audit documentation available to various regulators
pursuant to authority given to it by law or regulation, or to peer reviewers. If requested, access to such audit
documentation will be provided under the supervision of Whitley Penn, LLP’s personnel. Furthermore, upon
request, we may provide copies of selected audit documentation to the applicable regulator. The regulator may
intend, or decide, to distribute the copies of information contained therein to others, including other governmental

agencies.

Please sign and return the attached copy of this letter to indicate your acknowledgment of, and agreement with, the
arrangements for our audit of the financial statements including our respective responsibilities.

We appreciate the opportunity to be your financial statement auditors and look forward to working with you and
your staff.

Respectfully,

Whitiey oo 269

***************************************************************

RESPONSE:
This letter correctly sets forth our understanding.

Acknowledged and agreed on behalf of City of Galveston Employees’ Retirement Plan for City Employees by:

Title:

Date:
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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 December 31,
2020, and the related Statement of Changes in Net Assets Available for Benefits- tax basis for the three months and twelve
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
€xpress 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

Ianuary 23,2021

P226



City of Galveston Employees' Retirement Plan
Net Assets Available for Benefits

As of December 31, 2020
ASSETS

MNB - Trust 300 $ 0.00
MNB - MM - Act 300 1,465,092.76 —
Accrued dividends & interest 10,301.77
Investments at FMV

Int'l Fixed Income Mutual Funds 2,235,008.08

Market values adj - Int'l Fixed Income Mutual Funds 106,382.83

Investments - Equity Funds
Market vaiue adj - Equity Funds

26,831,007.56
16,431,832.95

Fixed Income Funds 13,060,342.82
Market value adj - Fixed Income Funds 510,053.88
Private Equity Funds 2,394,629.93
Market value adj - Private Equity Funds 9,874.15
Total Investments 61,679,132.20
TOTAL ASSETS $ 63,054,526.73
LIABILITIES
Withholding payabie $ 17,326.97
TOTAL LIABILITIES 17,326.97
NET ASSETS HELD IN TRUST FOR
BENEFIT OBLIGATION $ 63,037,199.76

See Accountant's Compilation Report
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City of Galveston Employees' Retirement Plan
Statement of Changes in Net Assets

Available for Benefits
For the Three Months and Twelve Months Ending December 31, 2020

ADDITIONS:
Contributions
Contributions - City
Contributions - Empioyees
Total contributions

Investment income
Realized Gain on Sale of Investment
Net gain(/loss) in Fair Market Value
Capital Gain Distributions

Other income
Dividends
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
Legai fees
Miscellaneous
Audit fees
Accounting fees
TOTAL DEDUCTIONS

Net increase/(decrease)

See Accountant's Compilation Report

2

3 Months Ended 12 Months Ended /
December 31, 2020 December 31,2020 /3217
672,846.90 $ 2,486,762.75
448,565.34 1,658,767.09
1121,412.24 414552984  4p4| 1537
7,490.54 7,490.54
5,663,102.60 4,869,999.77
433,909.01 492,586.01
6,104,502.15 5,370,076.32
0.00 373.39
266,462.62 1,005,237.55
266,462.62 1,005,610.94
6,370,964.77 637568726 430,31
(25,802.91) (81,615.86) <‘73,89W,>
(25,802.91) 8161586) - 7.
7,466,574.10 1043960124 (3 gu§, L3
870,485.70 3,412,164.45
2,250.93 9,214.00
78,927.42 315,709.68
488.34 ) 1,953.36
A ’ 24 b
8,161.26 )\ 32,665.04 4423 %]
}l\w) q
18.27 u\; 73.08 ¢
10424943 215,904.52
154,846.70 724,485.85
9,213.00 4244200 £3,97)
9,000.00 36,000.00 36, 00D
284.23 284.23
0.00 ~\ 4,750.00
0.00 84 ) 14,700.00 "
3,045.00 \oai,(" 10,146.25 {1 717,
0.00 3,347.95
0.00 15,100.00
15,710.00 61,365.50
1,256,680.28 4,900,305.91 LI585, 065
4560, 0z
6,209,893.82 $ 5,539,295.33 ¥IR357%
T e
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