Spokane Employees’ Retirement System (SERS)
Board Meeting, 12:30 p.m. December 7, 2016
City Hall - Conference Room 5A

AGENDA

1) Jayson Davidson, Hyas Group

a.

b.

C.
d.
e.

Third Quarter 2016 Performance Review — Information
e On-watch funds: Sterling Mid Cap Value Fund, Berens Global Value Fund
Fund manager discussion — Information

Legacy Partners Realty Fund/Steelwave update
TCM redemption

Sterling Core Bond portfolio funded

PIMCO Global Advantage Bond Fund terminated
American Beacon full redemption

MFES CEO transition

Morrison Street Debt Fund — Motion

Core real estate manager search — Motion

Investment Policy Statement — Motion

2) Minutes of the October 26, 2016 Meeting

e Motion

3) Director’s Report

a.

b.

g.
h.

Retirements

e Motion

Withdrawals

e Motion

Vesting

¢ Information

Deaths

e Information

Expenditure Summary Report — October 2016
e Motion

Schedule of Investments — October 2016
e Information

Monthly Cash Reconciliation

e Information

Other Business

4) Other Business

5) Next Meeting — Wednesday January 6, 2017 at 1:30 p.m.



























Spokane Employees’ Retirement System (SERS)
Board Meeting Minutes
October 26, 2016

The regular monthly meeting was called to order at 1:30 p.m. in the 5™ Floor Conference
Room at City Hall.

Present: Mike Coster, Mike Cavanaugh, Jim Tieken, Breean Beggs, Dean Kiefer,
and Brian Brill

Staff: Phill Tencick, Donald Brown, and Tim Szambelan

Guests: Joe Cavanaugh, Natalie Hilderbrand, Deborah Wardwell, and John Bjork

Minutes of the September 28, 2016 Meeting
Mike Cavanaugh moved and Dean Kiefer seconded the motion to approve the minutes
of the September 28, 2016 meeting as presented. The motion passed unanimously.

Mr. Tencick introduced Ms. Wardwell, who gave a brief background on herself.

Director’s Report
Service Retirements

Retirement Years of .
Name Age Date Service Option

Jeffrey S. Burke 50 10/17/2016 8.9 ST
Harry A. McLean, Jr. 72 11/04/2016 27.6 A
Wanda T. Clark 64 11/19/2016 11.2 ST
Charles D. Fletcher 62 01/07/2017 28.1 E
Richard J. Gow 71 01/07/2017 11.0 E
Robert A. Lincoln 67 01/21/2017 18.6 ST
William A. Flatt 76 02/02/2017 17.7 E

Dean Kiefer moved and Jim Tieken seconded the motion to approve the service
retirements as amended on the October Retirement Transaction Report. The motion
passed unanimously.

Withdrawals for October 2016

N Years of Termination
ame )

Service Date
Gina R. Dempsey 1.7 07/21/2016
David R. Parker 0.6 08/04/2016
Tyler R. Whitney 0.7 10/03/2016
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Jim Tieken moved and Mike Cavanaugh seconded the motion to approve the requests
for withdrawal as presented on the October Retirement Transaction Report. The motion
passed unanimously.

Vesting
Name Department Years of Service
Shukwo Chan Palmer IT 7.9
Kyndrin M. Tenny Police 6.4
Deaths
Name R[;zi d Age %aet:tﬂf Information
Clyde H. Kramer 04/09/2005 75 09/15/2016 E Option Continues
Joyce C. Allenton 11/13/2003 85 09/22/2016 No Further Benefits
Harold W. Roan 09/07/1996 88 10/05/2016 No Further Benefits
Raymond D. King 12/05/1992 85 10/06/2016 No Further Benefits
Shirley J. Rickard 02/05/1994 84 10/10/2016 No Further Benefits
Eileen C. Quorn-Peters 03/31/1983 94 10/12/2016 No Further Benefits
Earl W. Cox 04/10/1993 79 10/17/2016 No Further Benefits

Vesting and Death information provided to the Board for review.
Breean Beggs arrived at 1:37 p.m.

Expenditure Summary Report — September 2016
The Expenditure Summary Report was presented to the Board and discussed.

Mike Cavanagh moved and Dean Kiefer seconded the motion to approve the September
2016 Expenditure Summary Report. The motion passed unanimously.

Schedule of Investments — September 2016

The monthly investment report was presented to the Board for review. The estimated
market value of the SERS portfolio on September 30, 2016 was $278 million with an
estimated rate of return of 0.5%.

Monthly Cash Reconciliation
A new monthly cash reconciliation report was presented to provide the Board with
additional insight into the ongoing liquidity and cash position of the plan.

Funding Level Update
The 3 quarter funding ratio was below the glide path, 49.1% versus 50.1%. The
decrease was due to a lower discount rate caused by lower municipal bond interest rates.
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Other Business

Mr. Tencick notified the Board that he will send a survey to help frame the educational
topic schedule for the upcoming year. Mr. Brill also suggested soliciting feedback for
2017 goals.

Mr. Tencick presented the results of a survey that polled the Board members regarding
the experience and traits they would like to see for the open position on the Board.

Mr. Tencick updated the Board on the Actuary RFP. The Actuary RFP committee is
scheduled to meet on November 1, with their recommendation being presented at the
December Board meeting. Mr. Tencick will send electronically to the Board members his
list of questions for their review and copies of the proposals that were submitted.

Investment Policy Statement

A redline version of the Investment Policy Statement was presented and discussed.
Suggested edits were discussed and the final version with those edits will be presented
at the next Board meeting for a vote.

Introduction to Core Real Estate
Mr. Tencick presented an Open-Ended Core Real Estate Primer that introduced the
Board to the open-ended core real estate asset class.

Other Business

There being no other business, the meeting adjourned at 2:44 p.m.

Phillip Tencick, Retirement Director
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SERS Retirement Transaction Report
December 2016

Retirements

Retirement Years of
Name Age Date Service Department  Option
1 Damon MK Taam 59 12/01/2016 3.1 porabiiy  ond Waste E
Disposal
2 Amy B. Brown 50 12/15/2016 9.5 Arena E
Management
Gene B. Jakubczak 64 01/01/2017 25.6 Fleet Services ST
4  Mindy C. Baker-Nygren 50 01/10/2017 19.6 Probation ST
Services
Retirements YTD 67
2015 Total Retirements 83
Withdrawals
Years of Termination
Name Service Department Date
1 Lance S. Mueller 1.1 Building Services 05/06/2016
2 Damon L. Hunter 0.2 Mayor 07/19/2016
3 Brian J. Zaugra 0.6 Street 09/19/2016
4  Andrew J. Montgomery 6.2 Solid Waste Management 10/13/2016
Vesting
Name Department Years of Service
1 Mark E. Smith Water 6.7
Deaths
Date
Name Retired Age Date of Death Information
1  Gary Horsman 12/30/1998 75 10/15/2016 No Further Benefits
2 Marilyn Lengyel 05/13/2016 74 10/31/2016 No Further Benefits
3 Auldon L. McNerney 12/15/1993 79 11/12/2016 E Option Continues
4  Vivian |. Latham 01/13/1996 78 11/13/2016 No Further Benefits
5  Steven F. Shagina 02/22/2014 54 11/16/2016 No Further Benefits
6  Margret E. Johnson 01/20/2014 80 11/20/2016 No Further Benefits



SPOKANE EMPLOYEES' RETIREMENT SYSTEM - 6100

2016 EXPENDITURE SUMMARY REPORT

OCTOBER 31, 2016

OCTOBER 2016
2015 2016 ACTUAL ACTUAL YTD PERCENTAGE
ACTUAL BUDGET EXPENDITURES EXPENDITURES VARIANCE USED
OPERATING EXPENDITURES
Departmental Salaries 220,405.82 273,580.00 19,946.60 210,833.56 62,746.44 77.1%
Departmental Benefits 66,088.05 78,190.00 6,083.67 62,560.84 15,629.16 80.0%
Reserve for Budget Adjustment - 10,000.00 - - 10,000.00 0.0%
Administrative Income (22,061.31) (10,000.00) (12,618.45) 2,618.45
Postage/Supplies/Other 20,091.84 16,000.00 726.41 8,130.75 7,869.25 50.8%
State Audit Charges 11,687.79 10,000.00 1,636.94 7,351.50 2,648.50 73.5%
Contractual Services 90,587.98 150,000.00 - 75,911.25 74,088.75 50.6%
Travel 2,517.20 15,000.00 487.20 6,784.93 8,215.07 45.2%
Registration/Schooling 10,789.00 15,000.00 - 510.00 14,490.00 3.4%
Other Dues/Subscriptions/Membership 1,970.20 2,500.00 - 848.20 1,651.80 33.9%
Other Miscellaneous Charges 4,462.05 2,220.00 57.00 1,160.05 1,059.95 52.3%
Depreciation & Amortization 17,649.00 - - - -
TOTAL OPERATING EXPENDITURES 424,187.62 562,490.00 28,937.82 361,472.63 201,017.37 64.3%
INTERFUND EXPENDITURES
Interfund - Centralized Accounting 2,781.80 2,407.00 575.99 2,303.96 103.04 95.7%
Interfund - IT Phones 1,555.51 1,463.00 129.01 1,128.06 334.94 77.1%
Interfund - IT Communications Replacement 240.96 - - - - -
Interfund - Risk Management 1,121.00 991.00 - 743.25 247.75 75.0%
Interfund - Unemployment 500.00 - - - - -
Interfund - Worker's Compensation 58.50 198.00 - 148.50 49.50 75.0%
Interfund - Reprographics - 2,500.00 432.30 3,187.57 (687.57) 127.5%
Interfund - IT 13,892.04 13,729.00 1,144.08 10,296.72 3,432.28 75.0%
Interfund - IT Replacement 3,584.04 1,927.00 160.58 1,445.22 481.78 75.0%
TOTAL INTERFUND EXPENDITURES 23,733.85 23,215.00 2,441.96 19,253.28 3,961.72 82.9%
TOTAL ADMINISTRATIVE EXPENDITURES 447,921.47 585,705.00 31,379.78 380,725.91 204,979.09 65.0%



SPOKANE EMPLOYEES' RETIREMENT SYSTEM - 6100
2016 EXPENDITURE SUMMARY REPORT

OCTOBER 31, 2016

OCTOBER 2016
2015 2016 ACTUAL ACTUAL YTD PERCENTAGE
ACTUAL BUDGET EXPENDITURES EXPENDITURES VARIANCE USED
PENSIONS

Pensions-Annuity Benefit Payments 22,192,755.57 24,000,000.00 2,017,921.28 19,731,239.98 4,268,760.02 82.2%
Pensions-Disability Payments 125,328.48 160,000.00 10,444.04 104,440.40 55,559.60 65.3%
Pensions-Survivor Annuity Benefits Payments 1,641,113.98 1,600,000.00 158,444.21 1,529,884.17 70,115.83 95.6%

TOTAL PENSIONS 23,959,198.03 25,760,000.00 2,186,809.53 21,365,564.55 4,394,435.45
Refunds 637,821.67 1,000,000.00 25,396.77 628,882.72 371,117.28 62.9%

TOTAL EXPENSES 25,044,941.17 27,345,705.00 2,243,586.08 22,375,173.18 4,970,531.82 81.8%

INVESTMENT EXPENSE*

Advisory Technical Service 430,178.76 450,000.00 32,797.71 253,304.17 196,695.83 56.3%

* investment expenses are netted against investment income in the statement of changes of plan net assets to arrive at a net investment income amount.



12/1/2016

Cash Held by Treasurer
US Bank
Total Cash
Vanguard Short-Term
Sterling Capital
Total Total Return
Hotchkis & Wiley
Total High Yield

Total Fixed Income

Hotchkis & Wiley
Delaware
MFS Heritage
Vanguard S&P 500 Index
Total US Large Cap
Sterling
Vanguard MC Growth
Vanguard MC Index
Champlain
Phocas
Bridge City
Vanguard SC Index
Total US Small/Mid Cap
Artisan
Euro Pacific
Vanguard International
Total International Large Cap
Trivalent
Total International Small/Mid
Berens
Total Emerging Markets

Total Equities

Polar
American Beacon
Castine Capital |
Post Limited Term High Yield
Rimrock Low Volatility
Total Absolute Return
Weatherlow Offshore
Royalty Opportunities |
Royalty Opportunities Il
Troob

Legacy Partners Realty Fund 11l
Metropolitan Real Estate Partners
Morrison Street Fund IV
Morrison Street Fund V
Principal (REITS)
Total Real Estate
Beach Point
Total Opportunistic Credit
Caduceus (OrbiMed)
Total Special Opportunities

Total Alternatives

October 31, 2016

SERS Schedule of Cash and Investments

Allocation

Total Cash and Investments $

Abs. Return and Total Return FlI
High Yield and Opp Credit

Type Target Current Diff.
Cash $ 178,321
Short-term Inv 189,748
368,069 0.0% 0.1% 0.1%
Total Return - Mutual Fund -
Total Return 21,441,026
21,441,026 10.0% 7.8% -2.2%
High Yield - Mutual Fund 25,467,210
25,467,210 5.0% 9.3% 4.3%
47,276,305 15.0% 17.3% 2.3%
LC Value - Mutual Fund 15,188,405
LC Growth - Mutual Fund 14,481,717
LC Core 17,109,944
LC Core - Mutual Fund 8,455,674
55,235,740 21.0% 20.2% -0.8%
MC Value 6,148,898
MC Growth - Mutual Fund 5,918,845
MC Core - Mutual Fund 3,398,000
SC Core 4,594,916
SC Value - Mutual Fund 4,223,801
SC Growth 4,722,143
SC Core - Mutual Fund 819,759
29,826,362 11.0% 10.9% -0.1%
SMID Value - Mutual Fund 19,132,519
LC Blend - Mutual Fund 18,018,394
LC Index - Mutual Fund -
37,150,913 15.0% 13.6% -1.4%
SC Value - Mutual Fund 8,749,216
8,749,216 4.0% 3.2% -0.8%
Ltd Partnership 10,262,121
10,262,121  3.0% 3.8% 0.8%
141,224,352 54.0% 51.7% -2.3%
LLC 6,297,325
Mutual Fund -
Ltd Partnership 6,626,006
Ltd Partnership 5,794,341
Ltd Partnership 9,170,605
27,888,277 8.0% 10.2% 2.2%
Ltd Partnership 14,359,350
Ltd Partnership 3,680,105
Ltd Partnership 1,426,037
Ltd Partnership 285,487
Total Long Biased 19,750,979 7.0% 7.2% 0.2%
Ltd Partnership 75,533
Ltd Partnership 432,689
LLC 2,347,607
LLC 5,347,312
REITs 12,504,106
20,707,247  9.0% 7.6% -1.4%
Ltd Partnership 8,544,045
8,544,045  7.0% 3.1% -3.9%
Ltd Partnership 8,009,153
8,009,153 0.0% 2.9% 2.9%
84,899,701 31.0% 31.1% 0.1%
273,400,358 100.0% 100.0% 0.0%
Withdrawals $ (1,125,000)
As of September 30, 2016 $ 279,312,541
Estimated Rate of Return -1.7%
49,329,303 18.0% 18.0% 0.0%
34,011,255 12.0% 12.4% 0.4%
149,233,505 54.0% 54.6% 0.6%

Equity and Special Situations



Date Transactions Sources Uses Balance
10/19/2016 Beginning Balance 125,539.23
10/20/2016 Commission Recapture 73.58 125,612.81
10/20/2016 Metro V Distribution 21,708.43 147,321.24
10/21/2016 Morrison Street V Distribution 42,399.54 189,720.78
10/26/2016 Partial Proceeds of Troob Redemption 1,125,000.00 1,314,720.78
10/26/2016  October Pension Payment (1,125,000.00) 189,720.78

11/1/2016 Interest 34.44 189,755.22

11/4/2016  Custody Fees (11,313.80) 178,441.42
11/17/2016 Commission Recapture 109.17 178,550.59
11/28/2016 Metro V Distribution 42,303.60 220,854.19
11/29/2016 Sale of Hotchkis & Wiley (LC Value) 825,000.00 1,045,854.19
11/29/2016 November Pension Payment (1,000,000.00) 45,854.19
11/30/2016 Ending Balance 2,056,628.76  (2,136,313.80) 45,854.19

12/31/2016

Upcoming

December Pension Payments

(1,000,000.00)
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