SEWERAGE & WATER BOARD OF NEW ORLEANS

PENSION COMMITTEE MEETING
WEDNESDAY, SEPTEMBER 3, 2014
10:30 AM
COMMITTEE MEMBERS
Mr. Wm. Raymond Manning, Chair e Mr. Alan Arnold e Mrs. Robin Barnes ¢ Mr. Marion Bracy
e Mr. Joseph Peychaud e Mr. Harold Heller, Jr. ® Mr. Marvin Russell e Mr. Gerald Tilton e Mr. John Wilson
- o FINAL AGENDA : o

ACTION ITEMS
1. Approval of Previous Report

2. Recommended Changes to Pension Plan Rules

3. Recommendation for the Investment Consultant for the Pension Trust Fund

PRESENTATION ITEMS
4, Pyramis Global Advisors (US Fix Income Core Plus) - Verbal
5. FFC Monthly Report

6. Executive Session

e Howard v Liquidity Services, Inc. et al No. 14-CV-01183 United States District Court,
District of Columbia

INFORMATION ITEMS
7. Voluntary Retirement(s)
8. iShares (NAREIT)
9. Vanguard Index (Domestic REIT)
10. New South Capital Management

11. Prisma Capital Partners

12. Earnest Partners

13. Equitas Capital Advisors (Hedge Fund)

14. Western Asset Management (Global Fixed Income TIPS)

15. Barrow Hanley

16. Chicago Equity Partners

17. Powershares DB Commodity Index (Domestic Commodities)
18. Zazove (Residual Asset)

19. Fidelity Inst Prime Mmkt CL (Cash)

20. Securities Lending Report




21. LAMP/DROP Statements

22. 2014 Committee/Board Meeting Schedule
23. Response to Questions

24, Any Other Matters

REFERENCE MATERIALS (In Binder)

A.

Q= moauw

Sewerage & Water Board By-Laws

Pension Rules and Regulations

Investment Policy

Actuarial Valuation Report

Strategic Plan

Tracking Tool for Commitments to the City Council
Bond Rating






SEWERAGE AND WATER BOARD OF NEW ORLEANS
September 3, 2014

Pension Committee
Sewerage and Water Board of New Orleans
New Orleans, Louisiana

Subject: Recommendation for Investment Consultant for Pension Trust Fund

Summary

The Sewerage and Water Board of New Orleans initiated a Request for Proposals for the
procurement of a qualified investment consultant for the Employees’ Pension Trust Fund. For
our purposes, a qualified investment consultant conducts relationship management and
coordinates oversight relative to investment management, investment performance reporting,
custodial services, security lending, security litigation and other services to meet the PTF’s
adopted investment strategies and style management.

The RFP was released on May 12, 2014 and closed on June 13, 2014. The RFP was advertised 3
times in “Pension & Investments” and posted continuously on the Sewerage and Water Board’s
website. At the closing date, seven firms submitted timely and complete proposals:

Meketa Investment Group

Graystone Consulting - Morgan Stanley
Buck Consultant, LLC - a Xerox Company
The Bogdahn Group

FFC Capital Management

Watershed Investment Consultants, Inc.
Dahab Associates, Inc.

S O 3 B SRR

No proposals were rejected or returned by S&WB.

Staff individually evaluated the RFPs then held a Public Meeting on August 26, 2014 to compile
the individual evaluations into a team RFP evaluation and ranking.

Staff selection committee recommends that the Board authorize acceptance of the proposal from
FFC Capital Management for an initial 3 years contact period of $397,500 with $145,000 for
each of the two (2), one (1) year renewals - a total 5 year fee of $687,500. FFC Capital
Management is compliant with the RFP’s DBE participation goal of zero (0) percent due to the
specialized nature of services and performance risk by subdividing duties.

Scope of Work

The Investment Consultant is a fiduciary to the Board and required to work closely with the
Pension Committee. The Investment Consultant reports to both the Pension Committee and the



Board of Trustees. The Investment Consultant attends all monthly Pension Committee meetings,
periodic Board of Trustee meetings and other investment related meetings. Below is a listing of
prime duties of the Investment Consultant:

1. Asset Allocation and Liability Studies

2. Investment Policies and Guidelines

3. Performance Monitoring and Reporting

4. Due Diligences for Public and Private Market Managers
5. Market Research and Education

Proposal Evaluation Methodology

Responsive proposals were individually evaluated by the team members and scored by the following
criteria:

L Instructions and Policy Statement 95 Fee Ranking
II.  The Firm’s Organization, Experience and Qualification
II. Commitment to Relationship
a) Client Service Team
b) Fiduciary Responsibility
¢) Ethics & Internal Controls
IV. Investment Philosophy, Strategy and Council
V. Performance/Quantitative

A Public Meeting was held on August 26, 2014 to tabulate the individual team members’ scores.
The proposal with the highest team tabulation ranked Number 1 to the lowest team tabulation ranked
Number 7.

Evaluation of Proposals

The Proposals were evaluated by a five-member team of Sewerage and Water Board employees. The
evaluation team consisted of three elected employee members of the Pension Committee and two
representatives from the Accounting Department:

Rosita Thomas, Chairperson — Accounting Department
Harold Keller, Pension Committee

Gerald Tilton, Pension Committee

John Wilson, Pension Committee

Steve Woolridge, Accounting Department

This evaluation process was monitored by the Purchasing Agent and Legal Department. The total
proposal score assigned by the team carried a maximum of 35 Points. The rank and score for each
Proposal were as follows:

1. FFC Capital Management (34)
2. Dahab Associates, Inc. (28)
3. Watershed Investment Consultants, Inc. (20)



The Bogdahn Group (18)

Buck Consultant, LLC - a Xerox Company (16)
Graystone Consulting - Morgan Stanley (15)
Meketa Investment Group (9)

Now e

FFC Capital Management received the highest total score and was found to have the strongest
proposal. Their strength was reflected in the proposal as follows:

= Commitment to Client Relationship relative to the experience of the proposed team,
understanding of their fiduciary responsibility and ethical standards.

®  Understanding the importance of risk-return needs of a public pension fund and the
underlying performance and quantitative benchmark metrics employed by the Board of
Trustees through its Investment Policy Statement.

= Portfolio philosophy, strategy and council relative to portfolio construction, performance
drivers of asset and sector allocations, performance drivers related to money manager’s
issue selection, duration cycles and the proposer contributing and adding value to the
PTF on its engagement.

= The organization’s history, structure, assets under management, revenue analysis and
commitment to changing technology

= Firm’s written compliance with RFP instruction to organize their answers, provide
positive affirmations of bid requirements, rules of contact, pricing affirmations and
general ability to follow written instructions.

FFC Capital Management proposed a 5 year fee of $687,500. The proposed fee covers all
recordkeeping, reporting, performance measurements, investment compliance monitoring and related
services connected to the contract. The RFP called for an initial contract period of three years with
two (2), one (1) year renewals. FFC proposed $397,500 for the initial 3 years and $145,000 for each
of their two (2), one (1) year renewals.

Dahab Associates, Inc. had strong experience with regard to their client team. Additionally, they had
good fiduciary, ethics and performance representations. Their Proposal showed strong capability to
perform the required services. DAHAB proposed a 5 year fee of $477,500.

Watershed Investment Consultants, Inc. had strong experience with regard to their client team.
Additionally, they had good fiduciary, ethics and performance representations. Their Proposal
showed strong capability to perform the required services. Watershed Investment Consultants, Inc
was non-responsive/complaint regarding their flat fee proposal — proposed a compounding CPI index
fee.

The Bogdahn Group had strong experience with regard to their client team. Additionally, they had
good fiduciary, ethics and performance representations. Their Proposal showed strong capability to

perform the required services. The Bogdahn Group proposed a 5 year fee of $491,000.

Buck Consultant, LLC had strong experience with regard to their client team. Additionally, they had



average fiduciary, ethics and performance representations. Overall, their Proposal showed strong
capability to perform the required services. Buck Consultant, LLC proposed a 5 year fee of
$381,750.

Graystone Consulting had strong experience with regard to their client team. Additionally, they had
average fiduciary, ethics and performance representations. Overall, their Proposal showed strong
capability to perform the required services. Graystone Consulting proposed a 5 year fee of $462,500.

Meketa Investment Group had strong experience with regard to their client team. Additionally, they
had average fiduciary, ethics and performance representations with several non-responsive answers.
Overall, their Proposal showed strong capability to perform the required services. MEK proposed a
5 year fee of $875,000.

Recommendation

Staff selection committee recommends that the Board authorize acceptance of the proposal from FFC
Capital Management for the initial 3 years contact period of $397,500.

Robert K. Miller
Deputy Director



SEWERAGE AND WATER BOARD OF NEW ORLEANS
Inter-Office Memorandum

DATE: August 28, 2014

FROM: Personnel Department

TO: Cedric Grant, Executive Director

RE: Summary Report on Application(s) for Retirement for the Month of September 2014

The following is a summary of the application(s) for retirement for the month of September 2014:

DEATH BENEFIT

Pamela Miller (Surviving spouse of deceased employee Thomas C. Miller)
DOR: 08/10/2014

VOLUNTARY

Guidry, Lyndon (DROP)
DOR: 09/01/2014
Pay Group: 6010

cc: Level 1 Managers
Level 2 Managers
EIC Chairperson
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BMO Global Asset Management

BMO Securities Lending
111 East Kilbourn Avenue
Milwaukee, WI 53202
414-287-7070 Phone

BMO Securities Lending Fund, LLC

Portfolio Statistics and Commentary

July 31,2014
Total Assets: $3,040,065,902
PVAM: 1.00067475
Average Quality: AA2
Average Maturity (to reset): 34 Days
Weighted Average Life: 0.93 Years

Portfolio Discussion

During July the PVAM of the BMO Securities Lending Fund, LLC declined very slightly but
remained near $1.0007, with the Fund carrying an unrealized gain of just over $2 million at
month-end. With equity market volatility returning during the second half of the month,
certain asset-backed sectors experienced slight spread widening. Investor demand for
corporate bonds remained robust, leaving spreads on these securities mostly unchanged.

The Fund added holdings in two foreign banks during July and sold two securities carrying
gains, replacing each with a security of the same issuer with a longer maturity. As we have
discussed in prior commentaries, this strategy allows us to realize gains on securities that have
become eligible for the money market universe of buyers.

On July 23 the SEC formally adopted new money market fund rules for institutional prime
money market funds, which will apply to money market funds currently held as investments
in the Fund. The first major reform requires institutional money market funds to transact at a
floating NAV. The second reform requires a liquidity fee and/or implementation of a
redemption gate if a fund’s weekly assets fall below certain thresholds. While these rules will
not be fully implemented for two years, we are closely monitoring money market funds’
responses to the reforms to assess the actual impact. We are also evaluating our alternatives

BMO Global Asset Management and BMO Harris Bank N.A., offer products and services through various affiliates of BMO Financial Group. Investment
products are: NOT FDIC INSURED - NO BANK GUARANTEE - MAY LOSE VALUE. 12-325-158 (09/12) GAM LH ELE

BMO A part of BMO Financial Group



BMO Global Asset Management

for sources of liquidity in the Fund, which may include government money market funds or
repurchase agreements.

Loan/Funding Commentary

Declining equity market values led to a drop of over $200 million in loan balances in July,
reversing the increase from the prior month. Loan balances of corporate bonds and
government securities were mostly stable during July. One month LIBOR was mostly stable
and three month LIBOR rose approximately one basis point during July. Opening Fed Funds
remained steady near 9 basis points, but dropped slightly at month-end.

This is not intended to serve as a complete analysis of every material fact regarding any company, industry or security. The opinions
expressed here reflect our judgment at this date and are subject to change. Information has been obtained from sources we consider to be
reliable, but we cannot guarantee its accuracy. This report contains confidential information and is to be used only by the intended
recipient. Dissemination to other parties is expressly prohibited.

BMO Global Asset Management and BMO Harris Bank N.A., offer products and services through various affiliates of BMO Financial Group. Investment
products are: NOT FDIC INSURED - NO BANK GUARANTEE - MAY LOSE VALUE. 12-325-158 (09/12) GAM LH ELE

BMO A part of BMO Financial Group
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Louisianag
Asset
Management

LAI\’“) Pool, Tne.

Summary Statement
July 2014

For more information, call LAMP at (800)272-8162
Fax: (800)604-6988

S&W Bd of NO Empl. Retirement - Drop
Account Number: LA-01-0776-0001 Account Name: S&W BD OF NO EMPL RE

Total of all accounts

Beginning Purchases Redemptions Income | Average Daily Month End
Balance Distributed Balance Balance
This Month $13,246,034.11 | $1,368,582.96| $1,505,530.36 $251.14| $13,165,241.89| $13,109,337.85 |
Fiscal YTD
Ellding 12/51/14  $13,327,264.90! 3$06,383,134.69 | $6,602,458.14 $1,396.40 $512,857,962.99 $13,109,337.85




sSewerage and Water Board of New Orleans
Committee & Regular Board Meeting Schedule

2014 Calendar of Events
WEDNESDAY SEPTEMBER 3, 2014 8:00 AM COMMITTEE ON INFRASTRUCTURE
WEDNESDAY SEPTEMBER 3, 2014 10:30 AM PENSION COMMITTEE
MONDAY SEPTEMBER 8§, 2014 8:00 AM OPERATIONS COMMITTEE
TUESDAY SEPTEMBER 9, 2014 8:00 AM FINANCE COMMITTEE
FRIDAY SEPTEMBER 12, 2014 9:00 AM EXECUTIVE COMMITTEE
WEDNESDAY SEPTEMBER 17, 2014 9:00 AM REGULAR BOARD
WEDNESDAY OCTOBER 1, 2014 9:00 AM COMMITTEE ON INFRASTRUCTURE
WEDNESDAY OcTOoBER 1, 2014 10:30 AM PENSION COMMITTEE
MONDAY OCTOBER 6, 2014 9:00 AM OPERATIONS COMMITTEE
TUESDAY Octoeer 7, 2014 8:00 AM FINANCE COMMITTEE
FRIDAY OcTosER 10, 2014 9:00 AM EXECUTIVE COMMITTEE
WEDNESDAY OcroBeR 15, 2014 9:00 AM REGULAR BOARD
WEDNESDAY NOVEMBER 3, 2014 9:00 AM OPERATIONS COMMITTEE
TUESDAY NOVEMBER 4, 2014 8:00 AM FINANCE COMMITTEE
WEDNESDAY NOVEMBER 5, 2014 9:00 AM COMMITTEE ON INFRASTRUCTURE
WEDNESDAY NOVEMBER 5, 2014 10:30 AM PENSION COMMITTEE
FRIDAY NOVEMBER 7, 2014 9:00 AM ExecuTIVE COMMITTEE
WEDNESDAY NovemeeRr 19, 2014 9:00 AM REGULAR BOARD
MONDAY DecemBeRr 1, 2014 9:00 AM OPERATIONS COMMITTEE
TUESDAY DECEMBER 2, 2014 8:00 AM FINANCE COMMITTEE
WEDNESDAY DecemseR 3, 2014 9:00 AM COMMITTEE ON INFRASTRUCTURE
WEDNESDAY DECEMBER 3, 2014 10:30 AM PENSION COMMITTEE
FRrIDAY DECEMBER S, 2014 9:00 AM ExecuTivE COMMITTEE
WEDNESDAY DECEMBER 17, 2014 9:00 AM REGULAR BOARD

NOTE: RECOMMENDATIONS:
NOTE: TIME CHANGE OF THE FINANCE COMMITTEE HAS BEEN MOVED TO 8:00 AM, AS INDICATED ON THE CALENDAR

SEPTEMBER — MOVED TO SECOND WEEK DUE TO HOW THE DAYS FALL DURING FIRST WEEK (LaBor Day 9/1/2014)
OCTOBER — MOVED TO SECOND WEEK DUE TO HOW THE DAYS FALL DURING FIRST WEEK
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