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CHATIR:

Hello. Welcome to the
Thursday, January 29 Pension Board.
July 29, July 9. I'm going to stop
talking. Welcome to the Pension Board
meeting.

We're calling the
meeting to order, and I'm going to
acknowledge our newest member over
there who's waiting to get sworn in.
We'll do it right after the Pledge.

So let's all see it after the Pledge.

(PLEDGE OF ALLEGIANCE RECITED)

CHAIR:

We've got Kimberly
Joyce, our elected Retirement Board
member.

Did we do the logistics
of who's doing the swearing in?

MR. SZYMANSKT:

So Darlene Schrello from

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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our office will be inspiring.

after me.

Constitution

Constitution

Commonwealth.

Commonwealth.

CHA

Oh,

MS.

IR:
great.

SCHRELLO:

Good afternoon. Repeat

I K

MS.

imberly Joyce.

JOYCE :

I K

MS.

imberly Joyce.

SCHRELLO:

Do

MS.

solemnly swear.

JOYCE :

Do

MS.

solemnly swear.

SCHRELLO:

Tha

t I will support the

of the United States.

MS.

JOYCE :

Tha

t I will support the

of the United States.

MS.

SCHRELLO:

And

MS.

of this

JOYCE :

And

of this
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(814)

536-8908




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MS. SCHRELLO:

And the Article 17 of
the Second Class County Code governing
the Allegheny County Employees
Retirement System.

MS. JOYCE:

And the Article 17 of
the Second Class County Code governing
the Allegheny County Employees
Retirement System.

MS. SCHRELLO:

And that I will
faithfully discharge the duties of a
board member.

MS. JOYCE:

And that I will
faithfully discharge the duties of a
board member.

MS. SCHRELLO:

On this Retirement Board
of Allegheny County to the best of my
ability.

MS. JOYCE:

On this

Retirement Board of Allegheny County

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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to the best of my ability.

motion should be To change the oath,

so it's a

that.

completing

role call.

MS. SCHRELLO:

Congratulations.

MS. JOYCE:

Thank vyou.

MR. O'CONNOR:

Kim, I think your first

little bit simpler than

CHAIR:
Yes. Congratulatio

a very long oath.

ns

Next, we'll have the

MR. SZYMANSKTI:

Corey O'Connor.

MR. O'CONNOR:

Here.

MR. SZYMANSKTI:

Sara Innamorato.

MS. INNAMORATO:

Here.

MR. SZYMANSKT:

Frank DiCristofaro?

on

Sargent's

Court Reporting Service,
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MR. DICRISTOFARO:
Here.
MR. SZYMANSKTI:

Kimberly Joyce?

MS. JOYCE:

Hee.

MR. SZYMANSKT:

Jennifer Liptak. Sara
Roka?

MS. ROKA:

Here.

MR. SZYMANSKT:

Erica Brusselars.

CHAIR:

Here. Do you have any
public comment?

MR. SZYMANSKT:

No public comment.

CHAIR:

Next, we'll have. Oh,

we held an

immediately prior to

approvals.

approve

the

informational session
this
board

Next we have

Can I have

board meeting members

meeting.

a motion to

from

Sargent's
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the June

second, 1is
Hearing none,

AYES RESPOND

20th,

there

10

2024 board meeting?

MR. DICRISTOFARO:

I make a motion.

MR. O'CONNOR:

Second.
CHATIR:
Hearing a motion and
any discussion?

all in favor?

CHATIR:

Any opposed? Motion
passes.

Next, can I have a
motion to accept the financial
statements, which include the pension

fund assets,
in net plan a

balance sheet

the statement of changes

ssets, and the retirement

as of May 20247

MR. O'CONNOR:

So moved.

MR. DICRISTOFARO:

Second.
CHATIR:
and

Hearing a motion

Sargent's

Court Reporting Service,

Inc.
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second is there any discussion?
Hearing none, all in favor?
AYES RESPOND

CHATIR:

Any opposed? Motion
passes.

Last under board
approvals, we have a motion to approve
the July 20, 2024 invoices 1in the
amount of $22,482.72 and submit for
payment.

MR. O'CONNOR:

So moved.

MR. DICRISTOFARO:

Second.

CHAIR:

Hearing a motion and a
second, 1s there any discussion?
Hearing none, all in favor?

AYES RESPOND

CHAIR:

Any opposed? The motion
passes.

Next, we have retirement

applications. A motion to --- looking

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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for a motion to approve the following
2024 applications, which includes 7

early retirement, 12 full retirement,
3 payment plans, and 1 recalculation.

MR. O'CONNOR:

So moved.

MR. DICRISTOFARO:

Second.

CHATIR:

Hearing a motion, a
second. Is there any discussion?
Hearing none, all in favor?

AYES RESPOND

CHAIR:

Any opposed? Motion
passes.

Next, we have a new
section called President's updates.
The first item on it i1is committee
bylaws. I'm going to be forming a
committee on the bylaws to include
Sara Roka, Amy Weiss and myself. And
we'll plan to meet before the
September meeting to be able to

recommend any amendments so that we

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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can get our new bylaws.
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Next --- and I'm going
to --- we're going to hold on filling
the vice president position until
after we have those bylaws 1in place.
And then lastly, I want to
congratulate Kim on her election to
the board and also thank --- there
were seven other retirees --- sorry,
pension plan members who ran. And I

just want to thank them for taking the

time and energy to run and plan

members for voting. We're excited to
see the wide field that happened. S o
thank you to you all.

Next we have reports.
First is Walt Szymanksi with the
manager report.

MR. SZYMANSKT:

Thank you very much. If
you turn to the manager's tab in vyour
Board book, I'11l highlight some areas
on the dashboard.

Retiree payroll on the
year 1s about 3.86 percent.

Sargent's Court Reporting Service, Inc.

(814) 536-8908




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

14

Contributions are actually increasing.
They're up almost ten percent at this
point this year compared for last
year. Contributions refunded are up
22 .66 percent. Total retirements on
the year are up 37.5 percent.

If you turn to the next
page, pension estimates are down right
now. Capital calls are down 1.72
percent. I do have listed here the
new section for the distributions.
We've had roughly 38 distributions so
far this year for $7.5 million,
capital calls as of the last Board
meeting were $1.1 million. And I have
the operating budget as of June 2024
to date.

I do not have any

updates and/or Board approvals, but

are there any questions? I will
accept. No questions? Thank vyou.
CHAIR:
No gquestions. Thank
you.

Next for my agenda, we

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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have the

Gabriel.

Solicitor
July 12.
to bring
outside o

happy to

today. W

Chris and

asset con
keep mess
try to re
Walters £
portfolio
exciting

so we're

Solicitor's report from

ATTORNEY GABRIEL:

Thank you, Erica.
's report is current as
I have no particular it
to the Board's attention
f the report, but I'd be
answer any gquestions.
CHATIR:
We're light on qgques
e're saving them all up
Tim.
Thank you, Brian.

ATTORNEY GABRIEL:

Thank vyou.

CHAIR:

Next up we have our
sultants, Tim Brokaw ---
ing it all up. I should
ad. Chris Brokaw, Tim
rom Mariner, who have a

update, but it also inc
asset liability informat

enthralled.

15

Brian

The
of

ems

tions

for

I

n't

ludes

ion,

Sargent's

Court Reporting Service,
(814) 536-8908

Inc.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

16

MR. BROKAW:

Thank you for the
introduction. If you turn to page one
in the report, page one 1is an update
through June 30th for the market and
what we see here, equity market, large
cap equity, that's the S&P 500 that
you can see 1in the top left, continues
in the month. That's upward March
3.59 percent for the month and year to
date, up 15.29 percent.

The other parts of the
equity market, including mid cap and

small cap, the next two lines there

you see with negative returns. And I
do just want to mention something. If
you've been watching the news, there's

a couple of reports that came out
regarding inflation as well as
unemployment. And so the market has a
sense now that interest rate cuts are
coming sooner than they expected. So
I usually don't talk about something
that recent.

But specifically, small

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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cap is up 10.6 percent in the month of
July, month to date after a slightly
negative month and bonds, which were
up almost one percent in June, are up
another 1.7 percent this month.

So whether or not those
changes in the market driven by these
expectations will stick, that's yet to

be seen. But in past meetings, vyou'

ve
probably heard us mention Magnificent
Seven, the big technology stocks that
were driving the market recently.

That i1is, over the last couple of
weeks, those stocks have declined in
small cap and other parts of the
market have benefited from that change
in rotation of investors.

So bottom line, in June
you did have some positive performance
in large cap market. The rest of the
market relatively close to zero
returns fixed income positive. And
that really, in terms of the equity
market, was a continuation from what

happened in May. And the report,

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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starting on page four, looking at vyour
portfolio shows some of the positive
performance in the market and in vyour
portfolio as of May 31lst.

So U.S. equity, your
portfolio up 5.43 percent. A lot of
that driven by the same stocks that I
had mentioned earlier, large cap
growth stocks driving the market
higher.

Non-U.S. equity, vyou see
your portfolio up over four percent.
Good balanced performance from both
growth and value managers as well as
emerging markets.

Core fixed income for
the month of May, up 1.56 percent.
Your portfolio a bit more stable and
less interest rate sensitive. So 1if
you look at the year-to-date, it was
down 0.59, the index down over 1
percent. The month-to-month changes,
your portfolio does not move up and
down as much as the market. That, 1in

the month, caused it to lag the index

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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slightly. But year-to-date, 1in 1
and better than the index, high vy
in line with the index, private r
estate infrastructure, private eq
and the ligqguid policy portfolio a
well. So really, it was the good
performance again in the equity m
driving the returns.

Any gquestions on
performance?

So moving --- movin
the allocation, I would Jjust note
page eight, you can see on page e
in the column labeled net flows,
second row of numbers, you can se
the month of May for Gaso and the
and small cap liguidations of tho
--- those portfolios flow through
cash, and cash at the end of the
of May at $17 million, due to
primarily those two liguidations.
cash, as you know, you use
approximately $6 million a month,
cash outflows, and so that's avai

to meet those benefit payments.

19
ine
ield,
eal
uity,

S

arket

g to
on
ight
the
e in
CIM
s e
to

month

The

net

lable
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That i1is the extent of my

prepared comments on the May report.
If you have any questions, I'd be
happy to answer. We'd be happy to
answer.

CHATIR:

I'll ask a guick one.
In looking at the FNB bank accounts,
which I think are generally used for
the retiree payroll, they're sort of
lumped in with the relationship that

the Treasurer's office has with FNB.

So we were looking at how this works.

And so those accounts
are interest free accounts. Is

everything else that's held at BNY

Mellon, 1s it all producing, or 1s any

of that in cash? Like is every ---7

MR. BROKAW:

Yes, 1it's in an interest

--- dinterest bearing portfolio that
receives market rates.

CHAIR:

Okay.

MR. BROKAW:

Sargent's Court Reporting Service, Inc.
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Yes.
CHATIR:
Thank vyou.

MR. BROKAW:

Thank vyou.

CHATIR:

I"11l ask one more follow
up on that one. Has the plan looked
at in the past ever removing the money
that waits in the payroll account with
no interest into something different,
or is that sort of not been an option
in the past?

I don't mean to catch
anyone off guard with that.

MR. BROKAW:

Go ahead, Walt.

MR. SZYMANSKTI:

Which account?
CHATIR:
The FNB accounts.

MR. SZYMANSKT:

So the FNB account that
we use for payroll, we transfer the

day prior to the payroll.

Sargent's Court Reporting Service, Inc.
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CHAIR:
Okay.

MR. SZYMANSKTI:

So the money ---.

CHAIR:

It generally doesn't
have a balance?

MR. SZYMANSKI:

No, it resides in BNY.
CHAIR:
Okay.

MR. SZYMANSKI:

We do a transfer
Wednesday at 11:00 a.m. before payroll
is paid out.

CHAIR:

Okay.

MR. SZYMANSKTI:

And then it gets ---
there's somewhat of a little balance
there for refunds every month,
but ---.

CHAIR:

But not much?

MR. SZYMANKST:

Sargent's Court Reporting Service, Inc.
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liab

star

23

Right. Not ---.

CHATIR:

Okay.

Maybe I Jjust looked at
ight around transfer time. Thank
for clarifying that.

MR. SZYMANSKI:

Sure.
CHAIR:
All right.

MR. BROKAW:

Moving on to the asset
ility study, the best page to

t on 1is page 23. And so from a

top down perspective, we look at the

asse
meet
hear
year
cont
cont
usua
the

that

do,

ts every month. We come to the
ing and report on assets. You
from your actuary several times a
regarding the funded status
ributions, you set the

ribution rate, but we don't

lly look at the two together at
same time. And so that's ---

's what this analysis attempts to

to look at the assets and the

Sargent's Court Reporting Service, Inc.
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liabilities at the same time.

Look at the investment
strategy and some potential other
investment strategies, and see what
the impact of those changes would be,
long term, to the funded status of the
plan. So that's the purpose of the
study.

We looked at a number of
different allocations. One 1s your
current target allocation, and then
three others that are slight changes
to the allocation. Two of them move
in terms of the modeling assets, less
assets in private equity and more
assets in either public equity or
public fixed income. And the reason
we chose those two options 1is private
equity, as yvou know, they distribute
money back to you. And if you don't
make additional commitments to private
equity, yvou're basically already on
the path to having a smaller
allocation of private equity.

And for example, in the

Sargent's Court Reporting Service, Inc.
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May report, the private equity
allocation is 19.1 percent versus 20
percent. So you're already below the
target. If you don't make any more
commitments, you're heading towards
the 15 percent that's in a few of
these models.

Another one looks at the
real estate allocation. Another one
of the potential allocations looks at
your real estate allocation, and given
the increase in interest rates over
the past several years, moves some of
that allocation to bonds.

Finally, the summation
of the analysis looks at the total
cost projected out into future vyears
and compares the total cost if you use
the different investment strategies.

Page 24, some guick
takeaways. Anyone have any questions
before I move on? Great. So on page
24, the first three points are really
general points when you look at

modeling of asset allocation, asset

Sargent's Court Reporting Service, Inc.
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liability modeling, equity tends to
increase the variability of potential
future outcomes. Bonds reduces the
variability, and alternatives can
often create a more efficient
portfolio.

That is, many portfolios
are primarily stocks and bonds.

Adding a different kind of investment
often increases the efficiency of the
portfolio, reduces the volatility.

The next --- the next
few points are really specific, more
specific to your portfolio. The
current asset allocation does meet the
needs of the plan. So there isn't ---
you know, looking at the conclusion of
this analysis, there isn't a, oh, vyou
should or have to make a change to the
asset allocation. And the 7.75 still
fits within the reasonable range when
we look at the expected outcomes for
the asset allocation.

Private equity, as I

mentioned, is going to decrease over

Sargent's Court Reporting Service, Inc.
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time. And really, when we compare all
the investment strategies at the end
of the period, most of the options
have different but very similar
results. In other words, your returns
are going to be similar. The outcome,
your funded status, the total cost
over the next nine, ten years are
going to be similar under all of the

various

the
Page 27
The data
comes from

to your

information

appreciate
the stage.
been some
the

the plan,

investment

details,
really

that you

actuary

talk
current

active

scenarios.

All right.

Now digging into some of

if we go to page 27.

just sets the stage.

see on this page

your actuary, and thank you

sharing the

and very quickly, so we

that.

So this really Jjust sets

I know that there have

about guestions about

number of participants in

retirees, et cetera.

And so relative to that

Sargent's
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1,123 number, 1f you look on page 27
at the table on the left at 12,127,
more recently updated number would be
12,320, with more active members
moving from 6,355 to 6,510. So
retirees very, very similar number to
the 1,12023 (sic) .

So that wasn't the point
of the analysis, but I wanted to
mention 1t since the guestion came up
as to have those numbers changed.

Page 28.

CHATIR:

Can I just add something
here?

MR. BROKAW:

Yeah.

CHAIR:

The --- just for folks
watching at home, all of these numbers
are based on that 7.75 percent
interest return. So I know the
controller has brought up recently the
underfunded status of the plan. And

that number that you use was based on

Sargent's Court Reporting Service, Inc.
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like a financial accounting
requirement, which is more of a lower
spot interest rate. So I Jjust wanted
to make that clarification for people
who are trying to align like, what 1is
this number compared to what 1is that
number? But thank vyou.

MR. BROKAW:

Yes, you're correct.
775 .

Page 28, this again,
there's a few pages here that lay out
the facts of the analysis. The
takeaway here, really, the table on
the left has the expected returns and
the expected volatility of the various
asset classes that we're modeling.

And maybe, you know, a
straightforward way to look at it is
if you shift to the table and chart on
the right, you can see the first
section labeled equity. At the top,
the dots in the middle, those are the
expected returns, and these long bars

are the potential range of returns.

Sargent's Court Reporting Service, Inc.
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So equity, when you invest in eqguity,
you have an expected return, but it
can be very good or very bad.

Bonds in the next one,
you see a much tighter --- much
tighter range. Bonds have a lower
expected return, but at the same time
they have a less expected volatility.
They're not going to do as bad when
they do bad or as good when they do
good, as equities can.

Real estate and
alternatives, the benefit there 1is
often, they often go up when vyour
stocks and bonds go down, or down when
your stocks and bonds go up. That's,
you know, simply diversification. But
that's what this chart is showing.
These assumptions are baked into the
analysis of the assets and
liabilities.

Page 30,
straightforward. It shows your
current target asset allocation. So

this 1s what's written into the IPS.

Sargent's Court Reporting Service, Inc.
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This 1is
monthly
are the
to. An
shows a
mixes a
tables

the rig
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private
increas

percent

31

when we do comparisons on a
and gquarterly basis. These
targets that we are comparing
d the following page, page 31
number of different potential

nd the primary takeaway. The

on the left, the visual 1s on
ht.

The primary takeaway 1is
first scenario, we reduced the

equity by five percent and
ed public equity by five

. In the second scenario, we

move five percent from real estate to

core Dbo
moved £
to the
what a
again,
don't m
into pr
20 perc
already

equity

nds. And in the third mix, we
ive percent from private eqguity
core bonds. So what really,
few of these mixes do is Jjust,
reflect the reality 1if you

ake additional contributions
ivate equity to maintain that
ent target exposure, you're
on the path of lower private

exposure.

So now we get to some of
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the results, and page 33 has a lot of
color on 1it. And the chart, the
primary takeaway 1is when you look at
this chart, there's less risk to the
left and more return towards the top
of the chart.

So you want to be as far
left and as far up as possible. So 1if
yvyou look at the box that says current
target and potential mixes highlighted
above, the one that 1is furthest to the
right with the black circle around 1it,
is the target, current target
allocation. So a little bit more
risk, a little bit less in the funded
ratio.

So when you look a
little bit to the left of that --- and
what would you call that color?

MR. WALTERS:

Darker gray.

MR. BROKAW:

Dark gray around the ---
you know, let's call it the peace
sign. That 1s really the mix one that

Sargent's Court Reporting Service, Inc.
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has a little bit more equity, a

33

little

bit less private equity. Further to

the left with less risk, but also less

return with a gray border is the

allocation that adds more to bonds and

takes the funds from private equity.

MR. BROKAW:

What yvou can say here

--- again, the goal 1is to be as

far up

and as far to the left as possible 1is

it's potentially with mix one, that

over this time period, you can

potentially get a little less risk and

a little more return out of the

portfolio.

But the changes are a

bit marginal. And that's really

one

of the main points we want to make.

If you look at page 34, page 34

would focus on the table on the

I

right

under where it says 2033 and that red

bounded box with the funded ratio,

expected funded ratio, nine years 1into

the future, you can see that with any

of the mixes and looking at the

small
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table here, 1t starts with target mix
one, mix two, mix three, that expected
funded ratio, 33 point --- you know,
anywhere from 0.1 to 0.5 is the
expected funded ratio using any of the
mixes.

So the takeaway 1is

you're in a similar spot with any of

these investment strategies. Any
gquestions now? I think it might be a
good time to stop and make sure we're
on the same page.

CHATIR:

I'"11l ask one. How much
of --- maybe I asked when we met last
week on 1it. The thing I was surprised

about on the efficient frontier 1is
that it's largely, until you get to
like, sort of above where we're at,
mixes of bonds and alts, and
realistically, like a pension plan,
not really going to do 60 percent
bonds, 40 percent alternatives and not
any stocks. And so I'1l1l just

highlight that, which is why we're not

Sargent's Court Reporting Service, Inc.
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looking at mixes that are 1like right

along that line, because those would

lead to 1like very non-traditional

mixes that I think we're comfortable

with.

MR. BROKAW:

Yeah, the line ---
difference between the line and t
portfolio is under the line. The
is more of academic, that's Jjust
that's Jjust looking at the math a
doesn't have a whole lot of
constraints on 1it. So that's the
efficient frontier.

But the portfolios
you see a bit more below the line

more like portfolios that pension

the

he

35

line

nd

that

are

funds or other funds, public funds,

health and welfare, other pots of

money might want a portfolio that's,

let's call it 20 percent bond --- I'm
sorry, 80 percent bonds, 10 percent
alts, 10 percent fixed income. Those
are more realistic portfolios, the
ones under the line. So yes, you
Sargent's Court Reporting Service, Inc.
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can't really get onto the line.
That's more of an academic
perspective.

CHATIR:

And then looking at the
peace sign, so the black circle one,
which 1s our current one, and then the
one that's a little up into the left.

MR. BROKAW:

Right.

CHATIR:

To me, there doesn't
seem to be much downside to wanting to
get more return for less risk. Is
that 1like ---7

MR. BROKAW:

That's correct? Yeah,
that's a good way to look at i1it.

CHAIR:

But then, to your point,
no matter what we do, we're not going
to earn our way out of the situation
we're in with an unfunded, very
underfunded plan. I thought that was

your takeaway.
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MR. BROKAW:

Well, it 1is, but 1it's
--- yes, you end up 1in a similar
situation with the various modeled ---
modeled portfolios. And given the
capital market assumptions now, to
materially change that point from an
investment standpoint, yvou would have
to have an expected return moving
towards 12 or 13 percent.

And with what's
available in the current capital
markets, that's not reasonable to
expect that.

So the next couple
pieces, this really Jjust points out a
few things that are in the analysis.
It includes the contributions. So I'm
on page 35. It includes the county
and the employee contributions, and
those are at 11 percent. And the only
factor that's affecting the
variability is inflation. So these
contributions would be the same under

any investment scenario in the current

Sargent's Court Reporting Service, Inc.
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modeling. So that goes on to pa

Page 38 1s another
that looks very similar to the
efficient frontier with the fund
status mapped out. On this one
the total cost. And you see sim
results with, again, the further
the left and the further towards
top. That's --- yeah.

Oh, I'm sorry. Ti
pointed out I skipped 37. I 1ik
picture so much, I skipped the o
that wasn't as colorful. So on
37, to lay out some definitions
total cost, the total cost 1is th
unfunded liability. So that's w
exists now, plus the projected
contribution. So every vyear for
next nine years in this analysis
there are contributions that we
earlier going into the plan.

And if there's a
takeaway here, again, 1t's that
end result. And this 1is at the

under where it says 2033, the ta

38

ge 36.

table

ed

it's

ilar
to

the

m just
e the
ne
page
of

e

hat

the

’

S aw

the
bottom

ble,
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so nine years into the future, you see
that middle row, negative 2.3. The
total cost is wvery similar under any
of the investment scenarios. And
again, total cost is defined as the
current unfunded liability, which 1is
about 1.4, I believe, billion from the
actuarial report.

And approximately
contributions are approximately a
hundred million over this, each vyear,
over this nine year time period. So
very similar results. So when you
look at the nice picture on page 38
that I was so anxious to get to,
again, very similar for your current
target and potential, mixes with the
mix.

One a bit more to the
left, so a bit less risk, and a bit
more towards the top, so a bit more
expected return, and therefore a
little bit less cost. So finally, the
last --- the last table really looks

at that probability of insolvency.
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And I know this isn't

news you heard from the actuary. It
was the last meeting or a couple of
meetings ago. This takes that data

point and then puts i1t into a model

that changes the asset allocation.

And if you look at the longest term

40

time period that we have here, 2049,
and these are probabilistic
expectations.

So, you know, think of
it as 50/50. So given the assumptions

we have in here, what are the odds

that the portfolio --- or I'm so
the fund, would be insolvent ove
these various time periods. S o

lower the number, the better. I
ideal world, everything would be
So you see that over the wvarious
periods, again, the different as
allocations are similar, and the

one, mix three, has the highest

rry,

r

the

n an

zero.

set

last

probability of insolvency. It has

less volatility so in the short term,

maybe i1it's a little better, but

out to
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that 2049, it gets the worst results
because 1t has the worst expected
returns.

So in conclusion, the
next steps --- so we see this as the
start of a conversation, not providing
an answer. As I said, we spend a lot
of time talking about the assets and
talking about the liabilities
individually. So we wanted to lay out
an analysis that combined the two.

It is a moving target.
So each year you get new data from the
actuary that can be incorporated into
the analysis. When we receive the new
information, more participants.

That's something that's pointed out.
A set separate point can change the
analysis, and the expected return
assumption that you use can also
change the analysis.

It won't change the
returns you receive, but it will
change many of those data points

regarding funded ratio out into the
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future. So again, we can do this as
part of a regular study. Any
guestions.

CHATIR:

I don't know 1f I'm

allowed to ask the executive a

question, but I write --- part of the
-—-—-part of the reason. No? She says
no. And I don't know if we made it

very clear here, right, the reason
having more employees at the county
helps the funded status i1is because in
addition to the amounts employees are
contributing, which a little more than
covers what they're earning in the
plan, the county puts in 11 percent,
and that 1is basically helping to fund
the unfunded portion.

And so towards the
beginning of the pandemic, we saw the
numbers of full-time employees lower
in the county. And I'm curious if you
all have --- I know you're sort of
getting going.

CHATR:

Sargent's Court Reporting Service, Inc.
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If you have a guess at
when you have estimates on, like, what
future employment levels might look
like?

MS. INNAMORATO:

At this time, we don't
have a set timeline on what that looks
like. We are 1in conversation around a
number of central HR changes,
including, you know, bringing folks on
as employees, as well as a number of
other investments in our talent that
exists here at the county. So 1t's
currently in the works. That's really
all I can hear at this time.

CHAIR:

I don't have any other
guestions. Thank vyou.

MR. BROKAW:

Thank vyou.

CHAIR:

All right.

Next up, we have Ed
Boyer from Asset Strategies. They run

the portfolio that 1is our alternative

Sargent's Court Reporting Service, Inc.
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MR.

44

BOYER:

Thank vyou

afternoon. So we

about 18 pages he

will run through
And then towards
some of the more
information that

So
four are looking

partnerships in t

that you'wve inves

buyout, growth, e

private debt,

and other. So

of March 31st was

Then

calls

2024 on page six,

seven. And

page

columns to the ri

have the 2024 cal

gqguarter of '24

through the

real

the

and distributions

fourth quarter of

and good

have new --- we have

re. Some of them

relatively quickly.

the back, we have

interesting

you requested.

two, three and

page

at the wvarious

he various segments

ted in, whether 1t's

quity, venture,

estate secondaries

valuation we had as

$180.7 million.

went to the capital

estimate for

and 1t rolls over to

when yvou look at the

ght before notes, you

ls through the fourth

and distributions

'24.
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You go down below to the last row, and
you see calls would be about $5
million, distributions about S$16
million. That's a net of about $11.

I think that's a little high because
they are estimates, and some of this
is going to be subject to interest
rates. And I think there's numerous
investments that are in the gueue to
be sold and realized, but they haven't
guite rung the bell that interest
rates are going to go down.

And when they do
actually lower rates, I think we'll
see a flurry of activity, and partly
not only because rates have come down,
but because managers have a selfish
interest in getting rid of some of
these investments, because these
investments are winding down and they
need to close down the funds or
they'll seek an extension. Any
guestions?

All right. Expenses are

on the next couple of pages, nine and

Sargent's Court Reporting Service, Inc.
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ten. There are primarily two
categories. Management fees paid,
which are sort of in the center,
carried interest or i1incentive fees.

Go to the bottom row and you can add
up those two numbers. 2.55 plus six
and a half, $650,000. That gives vyou
about 3.2 million of overall expenses.

Some of that you don't
see because --- well --- or you don't
write a check for because it's offset
with distributions at the same time,
but it's running through the portfolio
and the returns we show are net.

All right.

It was requested us to
provide the net distributions through
the first half of 2024. We have ---
on page 12, we have the distributions
of about seven and a half million.
Pardon me, total distributions, net
distributions were $5.7 million.

So I think that's
helping to alleviate some of the

strain. But to what Chris said
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earlier, we are at a point where we're
definitely below target. I realize
that the new target may or may not Dbe
the same. But there's some --- you
know, at this point in time, it's ---
there are some definite investments we
could make that would be accretive to
the portfolio that we have a higher
confidence level at. And I'll point
that in a moment.

All right.

Pacing schedule.

CHATIR:

Can I ask a gqguestion on
page 1472 Oh, yvou're about to cover
it. Never mind.

MR. BOYER:

Go ahead, ask the
guestion.

CHAIR:

Oh, the spike up in
2013, was there a change in asset
allocation then with the commitment?

MR. BOYER:

So yes, the commitment

Sargent's Court Reporting Service, Inc.
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spiked because of the change in asset
allocation, and they were doing that
about every two or three years,
Jjumping at two or three percent
sequentially over the last 15 years.

And that is the only
period in time where the contributions
exceeded commitments. But for the
most part, the teal colored line and
the dark blue line. You see, the teal
colored line is below the dark blue
line. So that's the normal state of
things.

Page 15, you have a
couple of data points on these bars.
The dark blue reflects the
distributions, and these are
forecasted and estimates, and they're
not likely to occur. You have the ---
in the teal color below the horizontal
--- the zero line, they're the calls
that have been made.

And we'll see a positive
net cash flow going forward, as I

think we pointed out with other data
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that we Jjust presented. So that's
represented by the gold line running
through the top part of the bar
charts. But that'll be declining
because our overall investments 1in
private equity will be decreasing 1if
we reign --- 1if things remain
stagnant.

As far as page 16 goes,
yes. What yvou're looking at here are
a range of distributions by quarter.
And then we believe --- and then, so
that's the tenth percentile with the
top, the teal blue line. Pardon me,
and the blue is a tenth percentile.

So we believe that
through the interpretation of what
data we have here, that on a guarterly
basis, you're likely to see $2.6
million net coming back into the
portfolio, which would support what we
just talked about being a little over
S5 million of net distributions, vyou
know, for the first half. Then on

page 17, no surprise, the small
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segment at the top of that curve,
there's a teal color that represents
uncalled capital. And there's ---
there are three, four, five managers
that have some money to be called yet,
but most of the money has been called
from this roster of partnerships.

And the blue represents
the NAV, the net asset value, of the
alternative investments.

Erica, you look puzzled.

CHATIR:

I'm realizing that 1f we
have expected future cash flows, then
there's some inherent investment
return inside of them.

MR. BOYER:

Right. Uh-huh.
CHAIR:
And how --- 1is that

something that asset strategy 1is
coming up with, or 1is it based on what
managers are indicating?

MR. BOYER:

As far as the future

Sargent's Court Reporting Service, Inc.
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returns?
CHAIR:
Yeah.

MR. BOYER:

I don't think that we're
--- well, we don't do that. I mean,
we would not extrapolate and develop
that data.

CHATIR:

Sure. If I discounted
all these cash flows, I would get a
dollar amount.

MR. BOYER:

Right.

CHAIR:

And then I'd compare it
to what we have.

MR. BOYER:

Okay.

CHAIR:

What we think the market
value 1is. And it would presumably
line up. So maybe that's ---.

MR. BOYER:

There's a better way.

Sargent's Court Reporting Service, Inc.
(814) 536-8908




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

projection, 1is

assumed rate o

portfolio and
zero into the
at, you know -
zero.
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MR. BROKAW:

In the --- 1in the
there an, you know,
f return in the

the projection?
MR. BOYER:
Right.

MR. BROKAW:

Or 1s 1t assumed to be

future? Are you looking
-=7
MR. BOYER:
The projections?
MR. BROKAW:
Yeah.
MR. BOYER:
The projections are not
MR. BROKAW:
Great.
CHAIR:
Are the cash flows
asset strategy estimate
ke a compilation of

tes? Maybe that's

Sargent's
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a - - -

MR. BOYER:

It's somewhat
formulaic, ---

CHATIR:

Okay.

MR. BOYER:

--- based upon the
managers and the longevity. Further,

the commitment 1ife, o
initiated the
comes from.
CHATIR:
Okay.

MR. BOYE

investments 1s

r when we

what 1t

R :

And page

to represent what were

about in that you have

which represents the c

roughly, $3.6 million

the next three years,

how that declines rela

significantly and that
distributions on a vyea

projected to be $10 to

18 might help

Jjust talking

the teal line,
ause of,
annually over
and you can see
tively

the

rly basis were

$12 million.
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We don't believe 1it. That's from the
formula and the model, but we think
that'll be a little bit less until we
see a little bit more constructive
economic scenario and the level of
transactions actually picking up
because interest rates are lower,
investment bankers are greedy and they
want to get these deals done.

In summary, cash flows
will improve.

MR. BOYER:

Might be a good idea to
take a look at one or two new
investments in the future,
particularly with a firm that's 1in
here called Accolade. It's woman-
owned firmed out of D.C. It's been
one of your top performers.

Let's see. Go back to
page two. At the bottom of page two
is Accolades, two partnerships that we
put in. You go over to the far right
and you can see the net IRR is above

20. And they have a woman's
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empowerment fund that I think it's the
number three fund for them. And they
develop a particular expertise and
resources to fulfill that strategy as
well as Jjust doing a growth equity.

So they're in the
pipeline. We had just had a
conference call with them and they
would be in our immediate gqueue 1f vyou
gave me the green light.

CHATIR:

Are there, like a few
others also in the immediate queue?
If were to ---7

MR. BOYER:

Well, if you asked me to
expand to less, yes, for sure. We
would --- let's see here. I think on
the growth equity or buyout side,
there'd be constitution as well.

Maybe we need to get a little more
information on Feral. And then on the
venture side --- we Jjust did a recent
one with JMI, but JMI 1is coming out

with a new —--- their software
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expertise, and they're the leading
software expert in the country in this
space. And despite the J curve, they
might be going through their, let's
see, they're 23 percent. They're
going to be able to generate positive
funds, positive returns with a high
degree of probability. And then, 1f
you recall, Green Springs sold out to
State Street, I mean, Stepstone, and
there might be some newer funds in
Stepstone that we would allocate to,
but we're always doing research to
find new funds.

There's a couple of
funds that are not in here that, vyou
know, we --- some funds out in Utah,
that would be Cross Creek and
Sorenson. And then in Baltimore
there's a firm called Harmonic. These
are three firms that we've already
invested in, but we haven't had --- we
haven't made an investment in well
over two or two and a half vyears.

CHATR:
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What's the
timeframe of them paying
new investment?

MR. BOYER:

typical

back out

So to give

57

on a

y ou a more

complete answer, the investment period

is typically five years,
the environment, they ma
three. The 1life of the

oftentimes 10 or 12 vyear

depending on

Yy

call 1t

fund 1is

Sy

with <t

possibility of some extensions,

sometimes one year at a

sometimes a maximum two.

time,

With each fund ---

historically, we go back

we could say, 1if we comm

in

he

or

each fund and

it

it o---

let's just pick a raw number. S1

million. And we haven't

$10 million commitments

0

really done

with any

of

these managers that we recommended.

We would estimate that vy

ou

will s

cash flowing on growth equity or

buyouts sooner than venture, and

you would --- we could anticipate

getting more money back

in

buyout

tart

that

and
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growth equity in the five to seven
yvear timeframe.

Whereas to get the same
amount coming back from venture, 1t
might take eight or nine.

CHATIR:

Thank vyou.

MR. BOYER:

You're welcome.

Any other gquestions from
the other Board members?

CHATIR:

I think that's 1it.

MR. BOYER:

All right. Thank you.

CHAIR:

That was the last item.
Is there any new business?

MR. SZYMANSKTI:

There 1is not.

CHAIR:
There's not? Our next
meeting --- we don't have an August

meeting, so delete it from vyour

calendars, folks. Our next meeting

Sargent's Court Reporting Service, Inc.
(814) 536-8908




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

59

will be September 19th. And we're

adjourned.

MEETING CONCLUDED AT 12:54 P.M.

* * * * * * * *
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