“RE-BUILDING THE CITY’S WATER SYSTEMS FOR THE 215" CENTURY”

EMPLOYEES’ RETIREMENT SYSTEM OF THE
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625 ST. JOSEPH STREET
Mitch Landrieu, President NEW ORLEANS, LA 70165 ¢ 504-529-2837 OR 52W-ATER
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March 28,2018

The Board of Trustees met on Wednesday, March 28, 2018 in the Board Room, 625 St. Joseph Street, New
Orleans, LA. The meeting convened at approximately 10:30 A.M.

Present:

Ms. Robin Barnes

Mr. Christopher Bergeron
Dr. Tamika Duplessis
Ms. Stacy Horn Koch
Mr. Ralph Johnson

Mr. Joseph Peychaud

Ms. Chante’ Powell

Mr. Lynes Sloss

Mr. Lewis Sterling, III

Also in attendance: Mr. James Thompson, Office of Special Counsel; Dr. Tim Viezer, Chief Investment Officer.

ACTION ITEMS:

1. Approval of a letter to retirees.
EXECUTIVE SESSION:

2. None.
PRESENTATION ITEMS:

Mr. James Thompson noted that the President of the Board of Trustees was not present and suggested
nominating Mr. Joseph Peychaud, the Chairman of the Pension Committee, to chair the meeting. Dr. Tamika
Duplessis offered a motion, Mr. Lynes Sloss seconded, and the motion carried.

Mr. Peychaud asked for a motion to approve the December 2017 meeting minutes. Ms. Stacy Horn Koch
offered a motion to approve, which was seconded by Mr. Lewis Sterling, III, and the motion carried by vote.
Mr. Peychaud then asked for a motion to approve the proposed letter to retirees. Ms. Hom Koch offered a
motion to approve, which was seconded by Mr. Sterling, and the motion carried by vote.

INFORMATION ITEMS:
None.
ANY OTHER MATTERS:
None.
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ADJOURNMENT:

There being no further business to come before the Board of Trustees, Mr. Peychaud called for a motion and Ms.
Horn Koch made a motion to adjourn. Mr. Lynes Sloss seconded and the motion carried. The meeting adjourned
at approximately 10:32 A.M.

Respectfully submitted,

Joseph Peychaud, Acting Chair
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R-048-2018

RECOMMENDATION TO ASSIGN MONTH-TO-MONTH INVESTMENT CONSULTING TO
FFC INVESTMENT ADVISORS OF RAYMOND JAMES

WHEREAS, the contract with FFC Capital Management expired on March 3, 2018;

WHEREAS, it is the Pension Committee's intention to competitively rebid
investment consulting service without prejudice to FFC Capital Management; and

WHEREAS, investment consulting services are needed for the period from the
expiration of the contract with FFC Capital Management through the successful
conclusion of a search for investment consulting services; and

WHEREAS, it was also the Chief Investment Officer's recommendation and the
Pension Committee's intention to continue the contract with FFC Capital Management
on a month-to-month basis through successful conclusion of a search for investment
consulting services; and

WHEREAS, Octave Francis has announced a new dffiliation with Raymond James
& Associates and will continue to offer institutional consulting as FFC Investment Advisors
of Raymond James; and

WHEREAS, the Pension Committee recommends that the Board of Trustees assign
the pension investment consultant contract to FFC investment Advisors of Raymond
James, on a month-to-month basis.

NOW, THEREFORE, BE IT RESOLVED by Board of Trustees of the Employees’
Retirement System of Sewerage and Water Board of New Orleans that the Chief
Investment Officer be authorized to negofiate and enter info a month-to-month
agreement with FFC investment Advisors of Raymond James, with the assistance of the
Office of Special Counsel and that the Chief Investment Officer be authorized to certify
this resolution.

|, Timothy W. Viezer, Chief Investment Officer,
for the Employees’ Retirement System of the
Sewerage and Water Board of New Orleans,
do hereby
certify that the above and foregoing is a true and
correct copy of a Resolution adopted at the Meeting of the
Board of Trustees of the Employees’ Retirement System
of Sewerage and Water Board of New Orleans, duly called and held,
according to law, on June 20, 2018.

, Chief Investment Officer
FOR EMPLOYEES' RETIREMENT SYSTEM OF
THE SEWERAGE AND WATER BOARD OF NEW ORLEANS
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CONEFRY & COMPANY, L.L.C.

160 Pleasant Ridge Drive
Belle Chasse, LA 70037-4502
Tel. 504.392.8853 = Facsimile 504.392.4430

June 13, 2018

Timothy W. Viezer, PhD, CFA, CAIA, PRM
Chief Investment Officer

Sewerage and Water Board of New Orleans
625 St. Joseph Street

New Orleans, LA 70165

Re: January 1,2018 Actuarial Valuation
Dear Dr. Viezer:

Following is a summary of the results of the actuarial valuation report of the Employees' Retirement
System of the Sewerage and Water Board of New Orleans as of December 31, 2017.

This actuarial valuation has been performed on a basis consistent with that which was performed as
of December 31, 2016, with the exception of the provision of a 15 year amortization contribution
instead of 10 year amortization as in the past.

It should be noted that Exhibit III contains the Schedule of Funding Progress according to the
requirements formerly mandated by Statement No. 25 (as modified by Statement No. 50) of the
Governmental Accounting Standards Board (GASB #25 and #50). As described in that Exhibit III,
these statements have been replaced by GASB Statements #67 and #68 and are addressed in a
separate report.

Summarized below are the principal results of the actuarial valuation.

Summary of Valuation Results

12/31/2016 12/31/2017
1.  Number of Active Participants 998 1,083
2. Total Active Annual Payroll $ 35,363,156 $41,822,648
3a. Plan 10 Year Amortization Contribution
as a Percentage of Active Payroll 36.175% N/A
3b. Plan 15 Year Amortization Contribution
as a Percentage of Active Payroll N/A 30.216%

4.  Expected Employee Contribution as a
Percentage of Active Payroll (See pp. 8-9 of report) 5.000% 5.000%



Timothy W. Viezer, PhD, CFA, CAIA, PRM
June 13, 2018

Page 2
12/31/2016 12/31/2017

5a. Employer 10 Year Amortization Contribution

as a Percentage of Active Payroll 31.175% N/A
5b. Employer 15 Year Amortization Contribution

as a Percentage of Active Payroll N/A 25.216%
6.  Plan 30 Year Amortization Contribution

as a Percentage of Active Payroll 25.235% 25.170%
7.  Expected Employee Contribution as a

Percentage of Active Payroll (See pp. 8-9 of report) 5.000% 5.000%
8.  Employer 30 Year Amortization (Minimum)

Contribution as a Percentage of Active Payroll 20.235% 20.170%
9, Market Value of Plan Assets $ 224,356,261 $ 235,284,317

10. Actuarial Value of Plan Assets
(Adjusted Market Value Basis)

$ 238,175,902

$ 241,394,869

11. Valuation Unfunded Actuarial Liability $ 64,592,033 $ 74,538,805
12. Ratio of UAL to Valuation Payroll 182.7% 178.2%
13. Funded Ratio 81.3% 79.4%

There have not been plan amendments or any changes to the actuarial assumptions or method since
the immediately preceding valuation. The plan amendments adopted on November 19, 2014
involving definition of "average compensation" and employee contributions are the most recent
substantive amendments to the plan's provisions which would have a material effect on the actuarial

valuation results (see page 12, Exhibit I of the report).

Yours truly,
Michael A. Conefry, FCAZASA, MAAA*
Actuary !

*  Member of the American Academy of Actuaries and qualified to render the Statements of
Actuarial Opinion contained herein.

MAC:wp
Enclosures

Conefry & Company, LL.C



ACTUARIAL VALUATION REPORT

EMPLOYEES’ RETIREMENT SYSTEM
OF THE SEWERAGE AND WATER BOARD

OF NEW ORLEANS

Annual Actuarial Valuation
as of January 1, 2018

CONEFRY & COMPANY, LLC

ACTUARIAL AND EMPLOYEE BENEFIT CONSULTING
NEW ORLEANS, LOUISIANA



INTRODUCTION

We present in this report the results of our actuarial valuation of the Employees’ Retirement
System of the Sewerage and Water Board of New Orleans as of January 1, 2018. The plan
is an actuarially funded qualified governmental defined benefit pension under the Internal
Revenue Code, and we have performed this actuarial valuation using conventional and
generally accepted actuarial methods, assumptions, and principles applicable to qualified
defined benefit pension plans. We have performed the actuarial valuation using the Entry
Age Normal Cost Method. A full description of the funding method is contained in Section
IT of the report.

The Summary of Plan Provisions presented in the Appendix is intended to describe the
principal benefits provided by the plan, particularly from the perspective of their significance
in affecting the actuarial liability and cost of the plan. The summary is not, of course,
intended to be a comprehensive or complete description of all benefits payable under all

circumstances under the pension plan.
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EMPLOYEES' RETIREMENT SYSTEM

OF THE SEWERAGE AND WATER BOARD OF NEW ORLEANS

SUMMARY
L. FINANCIAL AND ACTUARIAL STATUS
As of January 1, 2018
Market Value of Assets $ 235,284,317
Actuarial Value of Assets $ 241,394,869
II. EMPLOYER AND EMPLOYEE CONTRIBUTIONS

For the Plan Year Beginning January 1, 2018

Total "15 Year Amortization"

Page 1

Page 2

Contribution (As % of Payroll) $ 12,636,999 (30.216%) Page 8

Expected Total Employee
Contributions (As % of Payroll) $ 2,091,132

Employer "15 Year Amortization”

(5-000%) Page 8

Contribution (As % of Payroll) $ 10,545,867 (25.216%) Page 8

Total "30 Year Amortization"

Contribution (As % of Payroll) $ 10,526,730 (25.170%) Page 9

Expected Total Employee
Contributions (As % of Payroll) $ 2,091,132

Employer "30 Year Amortization”

(5.000%) Page 9

Contribution (As % of Payroll) $ 8,435598 (20.170%) Page 9

Net Actuarial Experience
APPENDIX
Summary of Plan Provisions

Statement of Actuarial Basis
for Funding Purposes

Statement of Accounting Information
for Financial Statements

Active and Inactive Participant Profiles

Page 10

Exhibit I - P. 12

Exhibit II - P. 20

Exhibit IIT - P. 24
Exhibit IV - P. 25

Market Value and Actuarial Value Investment Performance  Exhibit V - P. 32

CERTIFICATION

Page 36

P.2 Conefry & Company, LLC



L FINANCIAL AND ACTUARIAL STATUS as of January 1. 2018

We have conducted this actuarial valuation using employee data and asset information
furnished by the administrative office of the System. This section of the report presents a
summary of the assets of the plan at Market Value, as well as the development of the
Actuarial Value of Assets used in the funding method. The funding method used to
determine the actuarial liabilities is described in Section II and the actuarial assumptions
upon which the liabilities are based are summarized in Exhibit II of the report.

ASSETS
The following table showing the composition of the assets as of December 31, 2017 is based
on information supplied by the administrative office and the auditors of the System.

Table 1

Statement of Assets
as of December 31, 2017

Assets Market Value
Cash $ 230,946
Investments 234.711.857
Total Invested Assets 234,942,803
Plus accounts receivable +341,514
Less accounts payable 0
Total Assets $ 235,284,317 *

*  The actuarial value of assets used in this valuation is Adjusted Market Value as
determined in Table 2. D.R.O.P. account balances are included in the foregoing Assets
and shown as an actuarial liability in Table 4, item (2)f.

P.3 Conefry & Company, LLC



ACTUARIAL VALUE OF ASSETS
Beginning with the January 1, 1998 actuarial valuation, the method of determining the

actuarial value of assets was changed to adjusted market value from the former adjusted
book value basis. The change had been necessitated because the former method, in our
opinion and that of the auditors, was not "market value related” within the meaning of
Statement No. 25 of the Government Accounting Standards Board (GASB #25) and its

successor GASB Statements.

This revised method reflects actual market value performance over a seven year period
ending on the valuation date. The market value performance is averaged over the seven year
period by reflecting the actual external cash flow and adjusting each prior year’s market
value to the current valuation date using the actuarial interest assumption.

The following table develops the Adjusted Market Value of Assets to be used as the
Actuarial Value of Assets in the actuarial valuation.

Table 2
Actuarial Value of Assets
As of December 31, 2017

Plan Beginning Net ExternalMarket Value  Ending  Market Value Adj. Market
Year Market Cash Flow Inv. Income Market Performance Value
Ending  Value For Year  For Year Value For Year Component
2011 205,240,285 8,114,890 8,968,361 206,093,756 4.4578% 236,054,430
2012 206,093,756 8,472,301 23,082,600 220,704,055 11.4351% 248,603,835
2013 220,704,055 -9,525,020 23,179,014 234,358,049  10.7339% 259,165,532
2014 234,358,049 -9,143,808 11,342,520 236,556,671 49416% 253,364,613
2015 236,556,671 9,985,003 -4,144,141 222,427,527 -1.7896% 230,054,972
2016 222,427,527 -10,642,132 12,570,866 224,356,261 5.7902% 227,236,384
2017 224,356,261  -12,398,217 23,326,273 235,284,317  10.6924% 235,284,317
Years Included: 7  -68,292,418 98,336,450

P.4

Average Adj. MV: §$241,394,869
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II. EMPLOYER AND EMPLOYEE CONTRIBUTIONS
for the Plan Year Beginning January 1. 2018

DESCRIPTION OF ACTUARIAL COST METHOD
Under the Entry Age Normal Cost Method, the normal cost of the plan is designed to be

a level percentage of payroll, calculated on an aggregate basis, spread over the entire
working lifetime of the participants. The future working lifetime is determined from each
participant’s hypothetical entry age into the plan assuming the plan had always been in
existence, to his expected retirement date. The actuarial accrued liability is the amount of
total liability not covered by future entry age normal costs. This amount is composed of
the actuarial value of benefits already funded (assets) and those not yet funded (unfunded
actuarial liability).

The plan’s funding cost for the year is the sum of the Entry Age Normal Cost and the
amount necessary to amortize the remaining unfunded actuarial liability as of the valuation

date over the adopted amortization period.

Beginning with the January 1, 2007 actuarial valuation, a new amortization basis was
established. The former amortization basis used a level dollar amortization for a ten (10)
year "closed" (that is, with the remaining period reducing by one each year) amortization
period from January 1, 2003 through December 31, 2012. This was replaced by level dollar
amortization for "open" (that is, a constant number of years) ten (10) year amortization and
thirty (30) year amortization periods .effective on.¢ach valuation date.. Effective with this
actuarial valulation as of January 1, 2018, we present the amortization on closed periods of
fifteen (15) years and thirty (30) years. These amounts are developed later in this section
and presented in Tables 5 and 6.
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Table 3
Entry Age Normal Cost for Plan Year

Beginning January 1, 2018

(1)  Actuarial Present Value at Entry Age of

Expected Benefits to Plan Participants $ 22,275,003
(2)  Actuarial Present Value at Entry Age of Future

Payroll of Active Participants 204,297,107
(3) Normal Cost as a Percentage of

Payroll: (1) divided by (2) 10.903%
(4)  Current Payroll of Active Participants * 41,822,648
() Normal Cost: (3) x (4) $ 4,559,923

(Assumed payable January 1, 2018)
(6) Normal Cost, adjusted for monthly $ 4,704,433

payments

* There are 1,083 active participants: 479-fully vested; O-partially vested; 604-not
vested.

Conefry & Company, LLC



pP.7

1)

2)

3)

(4)

©)

(6)

(7

(8)

Table 4

Unfunded Actuarial Liability

as of January 1, 2018

Actuarial Present Value of

Expected Benefits to Active

Plan Participants

(a) Basic and Supplemental
Retirement Benefit

(b) Death and Survivor Benefit

c) Disability Benefit (Inc. suppl & surv.)

(d) Vesting Benefit

(¢) Refund of Employee Contributions
Total Active

Actuarial Present Value of

Expected Benefits to Inactive

Plan Participants

(a) Regular Retirees

(b) Disability Retirement

¢) Survivors

(d) Terminated Vested

(¢) D.R.O.P. Retirees (Future Benefits)

() D.R.O.P. Retirees (Account Balances)
Total Inactive

Total Actuarial Present Value of
Expected Benefits to All
Plan Participants

1)+ @

Actuarial Present Value of Future
Payroll of Active Participants

Normal Cost as a Percentage of
Payroll: (From Table 3)

Actuarial Present Value of Future
Normal Cost Contributions:

(4) x ()

Actuarial Value of Assets
(from Table 2)

Unfunded Actuarial Liability:
G)-©6 -0

$ 96,656,313
6,090,160
8,448,295
8,481,147
2,180,172

$ 147,432,949
7,534,188
7,904,121
1,856,386

44,307,270

11.610.897

$ 121,856,087

$ 220,645,811

342,501,898

243,678,107

10.903%

26,568,224

241,394,869

74,538,805

Conefry & Company, LLC



TOTAL CONTRIBUTION FOR PLAN YEAR BEGINNING January 1. 2018

Contribution to Amortize the Unfunded Actuarial Liability over 15 years

The amount of the contribution for a plan year equals the normal cost plus the level dollar

amount necessary to amortize the Unfunded Actuarial Liability. The annual amount required
to amortize the Unfunded Actuarial Liability of $74,538,805 over 15 years at 7% annual
interest (assuming monthly payments) is $7,932,566.

1)

2

€)

(4)

()

Note:

P.8

Table 5
Total "15 Year Amortization" Contribution for the

Plan Year Beginning January 1, 2018

Normal Cost
(From Table 3; assumed payable monthly) $ 4,704,433

Net Annual charge Required for

Amortization of Unfunded Actuarial Liability

Over 10 year period beginning January 1, 2018

(See Above; Assumed payable monthly) 7,932,566

Total Plan Contribution as of ; '
January 1, 2018: (1) + (2) $ 12,636,999 (30.216%) *

Annual Employee Plan Contributions as of
January 1, 2018 (See note below) $ 2,091,132 ( 5.000%) *

Employer Contribution as of
January 1, 2018: (3) - (4) $ 10,545,867 (25.216%) *
(Assumed payable monthly)

Expressed as a percentage of annual participant payroll of $41,822,648.
Current actual employee contribution is 6% of payroll effective January 1, 20135.
By Board Resolution R-248-2014, as long as the Retirement System is not 100%

funded, the Employer Contribution percentage shall be calculated as if the
Employee Contribution percentage has remained at 5% of payroll.

Conefry & Company, LLC



Contribution to Amortize the Unfunded Actuarial Liability over 30 years

The amount of the contribution for a plan year equals the normal cost plus the level dollar

amount necessary to amortize the Unfunded Actuarial Liability. The annual amount required
to amortize the Unfunded Actuarial Liability of $74,538,805 over 30 years at 7% annual
interest (assuming monthly payments) is $5,822,297.

(1)

()

3

(4)

)

Note:

P.9

Table 6
Total "30 Year Amortization" Contribution for the

Plan Year Beginning January 1, 2018

Normal Cost
(From Table 3; assumed payable monthly) $ 4,704,433

Net Annual Charge Required for

Amortization of Unfunded Actunarial Liability

Over 30 year period beginning

January 1, 2018 (see above)

(Assumed payable monthly) 5,822,297

Total Plan Contribution as of
January 1, 2018: (1) + (2) $ 10,536,730 (25.170%) *

Annual Employee Plan Contributions as of
January 1, 2018 (See note below) $ 2,091,132 ( 5.000%) *

Employer Contribution as of
January 1, 2018: (3) - (4) $ 8,435,598 (20.170%) *
(Assumed payable monthly)

Expressed as a percentage of annual participant payroll of $41,822,648.
Current actual employee contribution is 6% of payroll effective January 1, 2015.
By Board Resolution R-248-2014, as long as the Retirement System is not 100%

funded, the Employer Contribution percentage shall be calculated as if the
Employee Contribution percentage has remained at 5% of payroll.

Conefry & Company, LLC



NET ACTUARIAL EXPERIENCE
for the Plan Year Beginning January 1, 2017

Actuarial experience refers to the comparison of actuarial results of each valuation with those
expected from the previous valuation according to the actuarial assumptions. A decrease or
increase in the Total Plan Contribution as a percentage of payroll is indicative of favorable
(gains) or unfavorable (losses) experience, respectively. If the overall experience follows the
general pattern indicated by the assumptions presented in the Appendix, the Total Plan
Contribution (on a given amortization basis) as a percentage of payroll will remain relatively

stable, except for routine fluctuations.

The total 15 year amortization contribution as a percentage of payroll decreased from
30.406% for the plan year beginning January 1, 2017 to 30.296% for the plan year beginning
January 1, 2018. The total 10 year amortization contribution as a percentage of payroll
decreased from 25.235% for the plan year beginning January 1, 2017 to 25.170% for the
plan year beginning January 1, 2018. These decreases of 0.110% and 0.065% of payroll,
respectively, are indicative of an overall actuarial gain for the most recent plan year. This
gain represents the net decrease in the total plan contribution as the combined result of
actuarial experience and the change in total plan contribution attributable to plan

amendments, if any.

P. 10 Conefry & Company, LLC
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EXHIBIT I

EMPLOYEES' RETIREMENT SYSTEM OF THE
SEWERAGE AND WATER BOARD OF NEW ORLEANS

SUMMARY OF PLAN PROVISIONS

EFFECTIVE DATE: Authorized by Act Number 551, effective January 1, 1957;
Last Restatement for Plan Qualification, January 27,2011;
Latest Restatement, April 17, 2013; last amendment date
as of the date of performance of this valuation,
November 19, 2014.

MEMBERSHIP: Employees who become members as a condition of
employment.
CREDITABLE SERVICE: Prior service plus membership service for which credit is

allowable. Also, one year service credit given for every
250 days of unused sick and annual leave. Credit for
prior military service may be purchased (maximum 4
years) by active contributing member who is vested; lump
sum payment required based on 4% of excess over first
$100 monthly average for each month claimed plus 7%
compound interest.  Military service available only to
those who will not receive a benefit from another
retirement system (except Social Security). There are also
provisions for restoring service on behalf of certain leaves
without pay such as for Katrina Disaster Leave and
Workers’ Compensation.

EARNABLE COMPENSATION: Annual compensation paid to an employee; excluding on-
call and stand-by pay or over-time.

AVERAGE COMPENSATION: Average annual earned compensation of a member for
highest thirty-six successive months of service as a
member, minus $1,200. For employees hired after
December 31, 1995, the $1,200 reduction was not
applicable. Effective June 19, 2002, the $1,200 reduction
was eliminated for all employees. Periods without
compensation are not used in determining the average
compensation. For employees not yet eligible to retire as
of December 31, 2014, the thirty-six month period was
changed to forty-eight months effective January 1, 2017
and sixty months effective January 1, 2018.

EMPLOYEE CONTRIBUTIONS: 4% of earnable compensation through December 31,
2012; effective January 1, 2013, 5% of earnable
compensation; effective Jaouary 1, 2015, 6% of earnable
compensation. By Board Resolution’ R-248-2014, as long
as the Retirement System is not 100% funded, the
Employer Contribution percentage shall be calculated as
if the Employee Contribution percentage has remained at
5% of payroll.
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EXHIBIT I (Continued)

EMPLOYER CONTRIBUTIONS:

RETIREMENT BENEFITS:

Eligibility:

Benefits:

P.13

Certain percentage of earnable compensation of each
member, determined on basis of regular interest and
mortality tables adopted by the Board, and additional
percentage of earnable compensation, determined by
actuary.

Any age with 30 years of Service; age 60 and 10 years
of Service; effective Japuary 1, 1996, age 65 and 5 years
of Service; age 70 with any Service. Effective June 19,
2002, age 60 and vested (with actuarial reduction) and
any member whose age and service total B0 or more
years may retire without reduction for age.

Retirement allowance, consisting of (1) and (2) below:

1) An anpuity, which is the actuarial equivalent of
employee's accumulated contribution; plus

2) An annual pension, which, together with above
annuity, provides total retirement allowance equal to 2%
of average compensation times first 10 years, plus 2
1/2% of average compensation times next 10 years, plus
3% of average compensation times next 10 years, plus
4% of average compensation times creditable service over
30 years. Effective June 19, 2002, the above percentages
were changed to 2.5% for the first 25 years plus 4% for
years over 25 years.

3) An additional annual pension equal to 2% of $1,200
times first 10 years, plus 2 1/2% of $1,200 times next 10
years, plus 3% of $1,200 times next 10 years, plus 4% of
$1,200 times service over 30 years; if the employee was
bired prior to 1996 and retires prior to age 65 on
retirement allowance. Ceases at age 65 or receipt of
first Social Security check, whichever comes first. Effective
Jupe 19, 2002, this additional benefit no longer applies
except to those who retired prior to that date.

4) For service retirement prior to age 62 with less than
30 years of Service, (2) and (3) above are reduced by
3% for each year rounded to gearest day below the age
of 62.

5) Effective January 1, 1997, a member may retire after
30 years of service, regardless of age, with no reduction
in his benefit.

6) Maximum Benefit: Benefit no greater than 100% of

average compensation, unless member. bas already accrued
a larger benefit as of April 13, 1977,

Conefry & Company, LLC



EXHIBIT 1 (Continued)

DISABILITY BENEFITS:

Eligibility:

Benefits:

DEATH BENEFITS:
Eligibility:

Benefits:

P. 14

7) Form of Benefit: Modified cash refund anmuity. If
a member dies after retirement and before receiving the
amount of his accumulated contributions in annuity and
pension payments, then lump sum balance of his
contributions is paid to beneficiary.

8) Cost-of-Living: Effective July 1, 1992, for members
that retired prior to Jamuary 1, 1984, if funds are
available, each July 1st a 2% increase times the nmumber
of years retired will be given to members over age 65.

For members that retired on or after January 1, 1984,
and are over age 65, each January Ist, increases in
benefits based on the increase in the CPI, not to exceed
2%.

Spouses receiving a Joint and Survivor Annuity that have
reached the age of 65 shall also receive an increase,
based on the increase in the CPI, not to exceed 2%.

10 years of credited service. (certified by physician
nominated by Board).

1) A retirement allowance equal to the greater of: An
annuity, which is the actuarial equivalent of the member’s
accumulated coniributions at retirement; or

2) An annual pension equal to 75% of the accrued
benefit based on service credits to the member had he
continued in service until age 62.

3) Benpefit offset by Workmen’s Compensation benefits.

4) Effective 1/1/84, disability allowance is subject to the
same COLA after age 65 as regular retirement.

Death of member in active service.
Employee's accumulated contributions paid to beneficiary.

1) If member has 3 years Creditable Service, but less
than 10 years, a lump sum benefit equal to the Member’s
accumulated contributions and 25% of the member’s prior
year earned compensation is payable to the designated
beneficiary or estate,

Conefry & Company, LLC



EXHIBIT [ (Continued)

SEPARATION

P. 15

Note:

BENEFITS:

2) If member dies in active service with less than three
years Creditable Service, a Lump Sum Benefit equal to
the Member’s accumulated contributions is payable to the
designated beneficiary or estate.

3) If, a date of death, member was eligible for
retirement and leaves Surviving Spouse, Surviving Spouse
shall be eligible for a Joint and 100% benefit or a lump
sum refund of Employee’s contributions.

4) If, at date of death, member was ineligible for
retirement, but had at least 10 or more vyears of
creditable service, then surviving spouse shall receive
benefit equal to 80% of the former member’s accrued
benefit at death, payable at the later of the member’s
death or spouse’s attainment of age 62.

5) If, at date of death, member was receiving a
disability benefit and dies, his spouse shall receive 80%
of the former member’s disability retirement allowance
payable at the later of the retiree’s death or spouse’s
attainment of age 62. Eligible children shall receive 65%
of the disability benefit payable until they reach age 18,
age 25 if the child attends school full time or is mentally
or physically disabled or umtil the spouse aftains age 62.

6) The spouse’s benefit shall be subject to the COLA
after attaining age 65 as for a regular retiree.

1) A member that withdraws from service before age 60
with 10 years of Creditable Service may allow his
accumulated coatributions to remain on deposit until he
is eligible to receive a separation retirement allowance.
Effective June 19, 2002, only 5 years of Creditable
Service is required.

2) Upon withdrawal without 10 years Creditable Service
(or, after June 19, 2002, 5 years) Employee is entitled to
a refund of his accumulated contributions or may allow
contributions to remain on deposit for maximum of five
years. In case of employee’s death, accumulated
contribution are paid to designated beneficiary.

If employee re-enters after receipt of refund and
continues service thereafter for 18 months, he may repay
amount of refund plus the amount of employee
contributions, with interest at a rate of 4% for service
prior to 1970 and 7% compounded annually to date of
payment for service after January 1, 1970, to receive prior
creditable service again.

Conefry & Company, LLC



EXHIBIT I (Continued)

OPTIONAL FORMS OF BENEFIT:

RECIPROCITY:

DROP ACCOUNT:

P. 16

1) A member shall receive a retirement allowance
payable for life. If he dies before receiving, in anpuity
payments, the value of his anmuity at the time of his
retirement, the balance is payable to his beneficiary.

2) A reduced benefit payable for the life of the member
and continued to beneficiary after member’s death. A
specific percentage is chosen by the member at the time
of retirement. Such percentage shall be an integral
multiple of 5%, to 2 maximum of 100%.

3) A reduced benefit payable for the life of the member
and 100% of that amount is paid to the spouse after
member’s death.

Effective July 16, 1974, provisions made for reciprocal
transfers of service and funds between this System and
Employees’ Retirement System of the City of New
Orleans, in the event an employee transfers from one
employing agency to the other; service credits were
transferred from sending system to receiving system
provided all employee contributions plus earned interest
and all employer contributions plus agreed-upon interest
were transferred; effective September 23, 1993 (retroactive
for transfers on and after October 17, 1988), agreement
was amended to provide for a transfer from the sending
system to the receiving system equal to the GASB #5
liability of the sending system at 7% interest, 5% salary
scale, the remaining GASB #5 actuarial assumptions and
the salary and benefit structure in effect for the sending
system at time of transfer. '

Effective January 1, 1996, any member who is eligible for
a service retirement under Section 6(1) can participate in
the DROP program:

1) A member can only participant once, and only up to
three years. Effective June 19, 2002, the allowable period
was increased to S years,

2) When a member joins the DROP, he stops
contributing to and earning benpefits in the system.
Employer contributions also stop. His retirement benefit
begins being paid into his DROP account.

Conefry & Company, LLC



EXHIBIT 1 (Continued)

P. 17

3) Interest is credited to the separately invested DROP
accounts at the acmally earned rate at the end of each
month (not including the month of withdrawal unless on
the last day of the month), but not below zero. Members
of the DROP receive no cost-of-living increases.

4) Upon termination of employment at the end of the
specified period of DROP participation, the DROP
account is paid out in a lump sum.

5) Continued employment after the end of the DROP
period is possible only by reapplication to the Board by
the employee. If rehired, that employee shall receive a
lump sum of his DROP account balance as if he had
retired. For DROP participants rehired after April 20,
2005, the retirement allowance that bad been paid into
the participant’s DROP account shall be suspended while
re-employed and the participant shall be treated in the
same manner as a re-employed retiree.

Conefry & Company, LLC



EXHIBIT 1 (Continued)

SUMMARY OF SUBSTANTIVE PLAN CHANGES IN RECENT YEARS

HAVING AN IMPACT ON ACTUARIAL VALUATION RESULTS

September 23. 1993:

January 8. 1994:

December 13, 1995:

January 1. 1996:

January 1. 1997:

June 21, 2000:

P. 18

Reciprocity agreement with City of New Orleans
amended, retroactive for transfers on and after October
17, 1988.

Allows for purchase of credit for prior military service.

Plan amended for qualification umder Internal Revenue
Code for Governmental Plans.

The Deferred Retirement Option Plan was adopted to
allow members terminating employment and accepting a
service retirement allowance under plan section 6(1) to
participate in this program.

Average Compensation amended to remove the $1,200
reduction for employees hired after December 31, 1995.

Any member with 5 years of Creditable Service and
attainment of age 65 may retire.

For members retiring on or after January 1, 1997 and
choose a Joint and Survivor option, if the beneficiary
predeceases the retiree, the reduced benefit reverts back
to the maximum amount upon the death of the spouse.

A member with 30 years of creditable service may retire,
regardless of age, with no reduction in benefits.

Death benefit payable to the spouse of a deceased
disabled retiree is now available immediately upon the
retiree’s death, on an actuarially equivalent basis.

Disability benefit equal to 75% of the member’s accrued
benefit ‘based on service credits to the member bad be
continued in service until ‘age 62.

Eligible Dependent amended to add age 25 if the child

attends school full-time or if the child is mentally or
physically disabled.
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EXHIBIT 1 (Continued)

SUMMARY OF SUBSTANTIVE PLAN CHANGES IN RECENT YEARS
HAVING AN IMPACT ON ACTUARIAL VALUATION RESULTS

June 21. 2000:

January 1, 2001:

February 25, 2001:

June 19, 2002:

January 31, 2011:

Jannary 1, 2013:

November 19, 2014:

P.19

Death benefit payable to designated beneficiary or estate
when there is no spouse or eligible dependents equal to
the member’s accumulated contributions at death plus
25% of the member’s prior year's earnable compensation
payable from the Trust fund.

Any retiree with less than 30 years of Credited Service
and under age 62, the benefit is reduced by 3% for each
year of age rounded to the nearest day below age 62.

Plan amended for the Uruguay Round Agreements Act,
the Small Business Job Protection Act of 1996,
Uniformed Services Employment & Reemployment Rights
Act of 1994, the Taxpayer Relief Act of 1997, the
Internal Revenue Service Restructuring and Reform Act
of 1998 and the Community Renewal Tax Relief Act of
2000, (GUST).

{

Benefit formula amended to 2.5% of first 25 years of
service, plus 4.0% for each year of service in excess of
25 years, up to a maximum of 100% of pay. A Rule of
80 retirement eligibility (age plus years of service greater
than or equal to 80) without age reduction was added.
Eligibility to leave employee accumulated contributions on
deposit for Separation Retirement was changed from 10
years to 5 years; the exclusion of the first $1,200 of
annual pay was eliminated; D.R.O.P. period was extended
from 3 to 5 years.

Interest on DROP accounts changed from “Credited
Interest” to that actually earned on the separately invested
DROP accounts, but not below zero.

Employee contribution formula amended from 4% to 5%
of earnable compensation.

Employee contribution formula amended from 5% to 6%
of earnable compensation effective January 1, 2015 (but
see explanation on page 12). Period used in determining
average compensation changed for employees not yet
eligible to retire as of December 31, 2014, was changed
to forty-eight months effective January 1, 2017 and sixty
months effective January 1, 2018.

Conefry & Company, LLC



EMPLOYEES’

EXHIBIT 1

RETIREMENT SYSTEM

OF THE SEWERAGE AND WATER BOARD OF NEW ORLEANS

STATEMENT OF ACTUARIAL BASIS FOR FUNDING PURPOSES

Actuarial Funding Method:

Cost Method:

Asset Valuation Method:

Actuarial Assumptions

Interest:

Mortality:

Turnover:

Salary Increases:

Cost of Living Increases:

P. 20

Entry Age Normal Cost Method.

Adjusted Market Value. Refer to the explanation on page
2 of the report and development in Table 2.

7% compounded annually.

1971 Group Annuity Mortality Table for males and
females. (See chart in the following pages for specific
rates by age and sex).

Table developed from the 1977-1980 Actuarial Experience
Study, as used by the prior actuary. (See chart in the
following pages for specific rates by age).

5.0% compounded anmually.

Actuarial liabilities for future cost of living increases were
included for both active and imactive participants as per
the appropriate sections of the plan.

Conefry & Company, LLC



Acmarial Assumptions (Continued)

STATEMENT OF ACTUARIAL BASIS FOR FUNDING PURPOSES

Retirement:

Disability Incidence:

Survivor Benefits:

Other assumptions:

It has been assumed that employees retire at a variation
of the earliest age at which they would be eligible to
retire (with reduced benefits, if applicable) as follows; if
the earliest age of retirement eligibility is less than or
equal to age 55, the assumed age at retirement is the
earliest age plus onme year, but not beyond age 55; if the
earliest age of retirement eligibility is greater than age
55, the assumed age at retirement is the earliest age of
retirement  eligibility.

The rates utilized in the 14th acmarial valvation of the
U.S. Railroad Retirement System. (See chart in the
following pages for specific rates by age).

85% of active participants are assumed to be married to
spouses of equal age. Children’s survivor benefits and
spouse’s disability benefits (in the event of the death of
a member on disability) were estimated to be 10% of the
related benefits giving rise to the secondary benefits being
valued.

20% of participanis terminating with a vested right were
assumed to withdraw their accumulated contributions upon
termination, while 80% were assumed to retain their
vested deferred benefits by leaving contributions on
deposit.

Accumulated employee contributions are credited with 2%
interest compounded annually.

Conefry & Company, LLC



SEWERAGE AND WATER BOARD OF NEW ORLEANS RETIREMENT SYSTEM
JANUARY 1, 2018 ACTUARTAL VALUATTON
ASSUMED RATES OF MORTALITY, WITHDRAWAL AND DISABILITY INCIDENCE BY AGE AND GENDER

MORTALITY
------------------------------------- DISABILITY
AGE MALE FEMALE WITHDRANAL INCIDENCE
15 .000433 .000193 .368600 .001100
16 .000444 .000205 .368600 .001100
17 .000457 .000218 .368600 .001100
18 .000471 .000231 .358700 .001100
19 .000486 .000245 .346600 .001100
20 .000503 .000260 .332900 .001100
21 .000522 000275 .317800 .001100
22 -000544 .000292 .301800 .001100
23 .000566 .000309 .285100 .001100
24 .000591 .000327 .268000 .001100
25 .000619 .000347 .250700 .001100
26 .000650 .000368 .233600 .001100
27 .000684 .0003390 .216700 .001100
28 .000722 .000414 .200200 .001100
29 .000763 .000440 .184300 .001100
30 .000809 .000469 .169100 .001100
31 .000860 -- '.000499 +154700 .001100
32 .000916 .000533 .141200 .001100
33 .000978 .000569 .128500 .001100
34 .001046 .000608 .116800 .001100
35 .001122 .000651 .106100 .001300
36 .001204 .000698 .096300 .001500
37 .001295 .000750 .087600 .001800
38 .001397 .000807 .079800 .002100
39 .001509 .000869 .072800 .002400
40 .001633 .000938 .066800 .003000
41 .001789 .001013 .061600 .003600
42 .002000 .001094 .057200 .004200
43 .002260 .001186 .053500 .004800
44 .002569 .001286 .050400 .005500
45 .002922 .001397 .047800 .006400
46 .003318 .001519 .045800 .007400
47 .003754 .001654 .044200 .008200
48 .004228 .001802 .042900 .005000
49 .004740 .001967 .041900 .009700
50 .005285 .002151 .041200 .011100
51 .005867 .002324 .040500 .012600
52 .006480 .002520 .040000 .014000
53 .007127 .002738 .040000 .015800
54 .007806 .002982 .040000 .017600
55 .008519 .003256 .040000 .019000
56 .009262 .003574 -040000 .020000
57 .010039 .003948 .040000 .021500
58 .010889 .004388 .040000 .025000
59 .011924 .004901 .040000 .029500
60 .013119 .005489 .040000 .034500
61 .014440 .006156 .040000 .035000
62 .015863 .006898 .040000 .051000
63 .017413 .007712 .040000 .051000
64 .019185 .008608 .040000 .051000
65 .021260 .009563 .040000 .051000

P. 22 : ' 1 Conefry & Company, LLC



ASSUMED RATES OF MORTALITY, WITHDRAWAL AND DISABILITY INCIDENCE BY AGE AND GENDER

SEWERAGE AND WATER BOARD OF NEW CRLEANS RETIREMENT SYSTEM
JANUARY 1, 2018 ACTUARIAL VALUATION

.023643
.026316
.029188
.032435
.036106
.040008
.043827
.047489
.051221
.055293
.060068
.065924
.072595
.079692
.087431
. 095445
.103691
.112303
.121116
.130102
.139315
.148714
.158486
.168709
.179452
.190489
.201681
.212986
.226535
.241164
.256204
.272480
.290163
.309125
.329825

.010565
.011621
.012877
.014461
.016477
.019000
.021911
.025112
.028632
.032385
.036408
.040769
.045472
.050616
.056085
.061853
.067936
.074351
.081501
.089179
.097468
.106452
.116226
.126893
.138577
.151192
.165077
.180401
.197349
.216129
.236970
.258059
.280237
.304679
.331630

DISABILITY

WITHDRAWAL INCIDENCE
.040000 .051000
.040000 .051000
.040000 .051000
.040000 .051000
.040000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
0.000000 .051000
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EXHIBIT Il

December 31. 2017 DISCLOSURE INFORMATION ON FUNDING PROGRESS

This section is included to provide information which had been historically required by the Governmental
Accounting Standards Board Statements Number 25 and 27 and is provided for historical continuity and
consistency. GASB Statements 25 and 27 have been replaced by GASB Statements 67 and 68. These two
statements have made extensive and fundamental changes in the nature of the financial disclosure
requirements and have effectively removed the actual funding aspects of the plan from any direct
involvement. The effective date of GASB 67 (with respect to the plan itself) is the first Plan Year
beginning after Jupe 15, 2013 (namely, the Plan Year begioning Jamuary 1, 2014). The effective date of
GASB 68 (with respect to the Sewerage & Water Board as spomsoring employer) is the first Fiscal Year
beginning after Jume 15, 2014 (namely, the Fiscal Year beginning January 1, 2015). The actuarial
information for financial disclosure as required by these GASB Statements is presented in a separate
report.

The Projected Bepefit Obligation (PBO) as of December 31, 2017 is based on all of the assumptions

outlined in Exhibit I including future salary growth. The Unfunded Accrued Liability (UAL) is thar used
in funding the plan and is developed in Table 4.

SCHEDULE OF FUNDING PROGRESS

12/31/2016 12/31/2017

Interest Assumption 7.00% 7.00%
RATIO OF UAL TO VALUATION PAYROLL:
[11 Unfunded Accrued Liability (UAL) $ 64,592,033 § 74,538,805
[21 Valuation Annual Payroll 35,363,156 41,822,648
[31 Ratio: {1] divided by [2] 182.7% 178.2%
FUNDED RATIO:
{11  Projected Benefit Obligation (PBO)

Inactive Plan Participants $ 203,942,615 $ 222,814,836

Active Plan Participants 89.744.429 83,252,592

Total PBO $ 293,687,044 $ 306,067,428
[2]1 Actuarial Value of Assets 238,715,902 241,394,869
(3] Funded Ratio: [2] divided by [1] 81.3% 79.4%

P. 24

Conefry & Company, LLC



EXHIBIT IV

ACTIVE AND INACTIVE PARTICIPANT PROFILES

P. 25 Conefry & Company, LLC



. i Mm
z
2
= -
i — H
o
: o
i
o
ey
C"
919611988 99%°659°228°' LY £80°1L 0 9 2¢ Y] €g £8
06°69976€S 1272667091 3 0 0 0 : 91-04
$9°108°%s  92°1g£2'L%0'L 6l 0 L 2 0 69-59
9675785y 6L Lvi'vse'z 9 o s 0 8 %9-09
82°vl2'sy 25°L0L7685'S¢ 8zl 0 s1 0 KD 65-6¢
LL°9EL'LYy  81°996°%0L'9 §£91 0 Ll 92 91 95-05
807629765  L6758Y'SSy'Y €1 0 0 9L oL 6%-5Y
e 225'6% B0-ZE9'EE8’'S 16 0 0 o 1 99-0%
28°650°8E  99°.26'96L'% 21 0 0 L il 48 6£-5§
20°528 £ 28'Lées'gge’9 €41 0 0 0 0 9 9Ll 9€-08
— Sy v9l’2s €57 1897 LE9"Y 7ol 0 0 g g i vzl 62-52
$£7292'J2 85 2LL'£95’L 0s 0 0 0 0 4 92-02
10°058°6Z 20°00%'61L1 Y R 0 0 0 0 6L-0
ABYIVS S314V1VS V10l +0Y 65-S5 ¥€-0€  62-§2  %2-02  6L-SL-  Yi-0L 6-5 9-0 aoy
I9Y¥IAY__ TVANNY 1V10L e L L I L P TP T o

SINVAIOIL¥Yd JATLIVY 1Y -------

NOILlYNIVA TVI¥VNLIV glo2

L A3VANYP

ary9 3DIA¥3S SA 39V LINVYJIDJIL¥Yd 3IAILDV BLOZ/L/LO

P. 26

SNY31¥0 M3N 40

g¥vo@ ¥3LlVM OGNV 39V¥3IN3S 3HL 30 WILSAS kzwxmuyhmxwmmmhmam:m




Cupefry & Company, LLC

| 3DVY3AY

995180992 00°62%'Z19'91 19 z 0 Il oL g6l gl
61°60%°LL  26°160° %L1 oL i z L
91°8E5°81L  96°%22'2SE 61 0 ] g
8720541 9079197282 <y i) = 3!
Let69yilz  9itzes’szz’) .S 2% i 52
12°998°'€2  09°292°0%0°FE L2l 0 0 92
LE7622782 00 6LETYYS' Y 191 D 0 g2
_lg'seyiez 8z 509°£98'y 8yl 0 0 y
S0°¥2S'JE  B0°%89°SL9’) £y 0 0 0
T0SEIITI9 8% 265 S0¢% g 0 0 0
whiosL'es 88°099°6L 2 0 ) 0
“l14aNag L143n38 Iviol  +0%  65-S5  9£-05  62-S2  92-02  6L-SL__ wL-0L  6-5 __ y-0 3oy
TIYNNNY Aumﬂuu e meTesseTEERRcE I STINAWAUERTY FONTS SUVER TeeEiERER s S

$334113% ¥vVino3y

NOILYNIVA TVI¥VNLIIY 8LO0Z ‘L AYVANYT

P. 27

SNY31¥0 M3N 40 0YYOE ¥ILVM aNY mm¢mw3mm JHL 40 W3L1SAS ANIWIET L3N mwerme

371408d LNVATDIL¥Vd 3ATLIVNI 810271710




21°929'622 25 0 8 gl 2
21-9g£°801 04 0 Y 2
R R ol D a0 g
967 112°651 £l 0 2 5
22°202'8L 89°220°28lL oL 0 0 0 s
I§76e8'ZL 97 L0E' 1L 5 0 g Z
£0°€§2'02  91L°59L"101 S 0 0 0 |
l143N38 1143N38 Iviol +0% 6£-5¢ 9e-0% ON 52 h2-02 [ mr
TYANNY TYNNNY : - _ TINIW3¥ILIY¥ JONTI
aviolL : ; e

39Va3AY

—------ $3341139 Q318YSIQA -------
NOILVNIYA TIVI¥VYNLOY @L02 ‘L A¥VANYC

3714048d INVdID11¥Vd FATLIIVNT 810271710

mztwaun H3IN 40 nzccm Y3LVA QONY 3DVY3IM3S wzh 40 W3LSAS LN3IW3Y

133 s33A07dW3

P, 28




Q
=
21 L
m-
=
=
(3]
=4
=
2
=)
&)
917250606 201 l i 0 b L 8 07
277 9i2'IL 25 89919 5 i P 0 0 i i 306
20°8€£'€L . 21°820'08 9. 0 0 0 b 0 i 68-58
18°925°s 8y 928'1LL €1 0 0 0 L 0 2 y 8-08
98709921 257 0%6'1LS) zi 0 0 0 ¥ 0 P 7 62751
8y°512'9 vl 0 0 0 0 0 g 6 _91-0s
11°692°6 2L €22'991 81 0 0 0 L 0 0 € 69-59
6221’8 92 601552 62 0 ] ST 0 0 i £0 79709
22°019'y 257199722 9 0 0 0 g 0 0 2 65-55
02°626°SE  02°6l6°€ ! 0 0 0 0 0 0 0 L ¥5-05§
0e"les’e o2Tles’e ! 0 0 0 0 0 0 i 67-59
21°%88°SL 2L w88 sl L 0 0 0 0 0 0 g 1 v2-02
L143N38 1143N38 1101 +0% 65-S§  v§-0§  62-S2__ %2-02___ 6L-§L___ 41-0l 6-$ ELY)
TYANNY TAVANRY T eeETEriesFeeEATTe-T--T 0~ INANGNILIN 3ONIS SUVEK Taroriccoro---TiEes
39YAIAY 1101 : H : 2

cewenme EYORTAUNE = =remws
NOILVNIVA TYINYNLOV 8102 ‘L ANYANYF

29

= : i 37140¥d LNVdIO11dVd IATLIIOVNI @L02/1/10
: SNY3TH0 MIN 40 nzco.n..xm»c_: GNY. 3DVHINES 3FHL 40 HWILSAS LN3W3¥IL3Y mmmpn.#n:_—m




* Conefry & Company, LLG

92" rnm.oop U

9Ll

0 0 0 0 9L
ST e e S o S D e~
9227€8  %0°92/'%8 L 0 0 0
£v'usv'sz  27Lsz'0sz Li 0 0 0
99°689°0¢ v2-slz'gse’i Ly 0 0 0
" 180'6¢ 957206762871 8y 0 0 0
"982°0% 897008119 ! o 0 0
1143838 liaanas  viol 65-S§  95-08  62-52_ 42-02 _ 61-51  yi-0i
TTTIVANNY. TVONNY TTTTTTResTERssecesooo- - INIWAWILIY FONTS SAVAR ---o---ee
. 39v¥INY V101 o

S3341138 40¥a

NOILVNIVA TVI¥YNLIV BLOZ

‘L _ANYNNYP

P. 30

37140¥d LNVdIJILl¥Vd IATLIVNI Bl02/1/10

SNY3180 MaN d0 nxcom Y3LVA OGNV 39VHIM3S 3HL 40 WILSAS LNIWIHIL13Y wwmroamzm




09°LE9°68S

€9°6%9' ¢
22°890°'0¢
%§£°€09'82
167668°1L2
86°¢65°' 41
8.°€8¢'2¢
g2°%0%°' L1
Lv-281'61
28°620°S1
Lte°292'y2
16°96%°'91
02 692'¢9
¥ 660 91
LE°%€0"2

20°2%9'01
29°90§°22
5% 659'9]
29°96L°Y

60°925°01
$9°096'6¢2
¥8°-v66'€2
29°609°2

v6-c£8°'€2
€8 2s%'¢g¢
£2°951'12
92°0%5'2

€9°%00°2

gL L% 1€

"SEIYLNOD
33A07dH3

Q3LiVINWNADY

v9° L€

00°0
00°0
00°0
00°0
Le°0Y
l8°LE
00" 0
§l°g2
00°0
00°0
S5.°8¢
00°0
0§22
00°0
00°0
0070
00°0
00°0
00’0
oo°o0
00°0
g le
00°0
00°D
00°D
§2¢"9¢
00°0
96°9¢

i143an3a
ATHINCH
“1ddns

22°290'0¢

22°526°1
%0°299°1
88°68%'1L
96°%2¢’1
89°889
19°980°‘})
8E"SLZ
¥€°660°1
89°26Y
0%°055°1
GL 06
gergeg’e
L8°55¢
S€°206
86°19¢€
SE“¥6YL
9£°804
oL°LOE
00°0
91L°90¢g’L
Lo"6LYy L
€6°L€¢€
gL7¢cg1'2
80°240°2
62 0LL"}
79062
29°5¢%
v1°218° 1

l143N38

“OW "¥IND

(a1sva)

9€°%.6'61L

22 626"
4072991
8B 5891
po'o
29°989
09°980°1L
BE SLL
€660
89°26Y
00°0
sL°'0g6
g 52¢g’'2
L8588
00°0
86°19¢
158 14 B
Y£°804
00°0
00°0
00°0
000
£6°2¢¢
00°0
80°240'2
00°0
%9052
0g-o
zZL-z1e'L

1143N38
"OW TLINT

(21svs)

9Lo0z/1L£/8
9L0e/ge/el
Zinz/90/¢
9002/1g/¢€
oopn2/20/6
oone/vo/el
9L0e/02e/8
966L/12/9
210275072
9oo0e/1L2/Yy
666L7/%2/01
Zir0z/sl/01
S66L/80/2
20027117y
102/6L79
2L02/90/¢
9102/60/1
6002/62/8
L1og/9L/¢
l002/gL/L
li102/50/1
6661/€L/1
2002/80/8
9Loe/ve/e
¥002/80/11L
Y66L/LL/71L
9002/%0/§
looz/%e/¢g

NOILVNIWNIL

10
3ivd

isIviol

49/50/9
g2/10/1
89/¢0/Y
29/21/21
09/%2/6
gg/22/1L
€8/1L4/y
L9/ie/2
S2/81L/6
69/5L/)
gs/e2/Ll
gs/20/11|
L9/5279
§5/0E/1L1L
08/8179
0L/%2/2
yg/e2/s
9L/LL/01
19/90/2
8g/52/2
§9/2L/2
29/62/8
29/62/¢
99/90/1
L9/7%e/e
85/91 /Y
L2/61/8
6S/50/11

Hiyreg
40
JLva

0w x

dITHUNN
ar
EEPLRELE

SL133N38 Q3UY3430 HLIM S3IA0TdW3 03LSIA CILVYNIW¥AL 2102/1E/21

H3I1SAS LNIWIYI113Y¥ SNVITEO0 M3IN 40 QUVOS AILVA ANV IDVYIMIS

8z

21NNDD VIOl

JHVN

Conefry & Company, LLC

964
(1. 72
961
£64
262
L62
062
682
884
181
982
1: ¥
Y84
£92
28¢
X7
08l
6.2
84
yyy)
944
S§i4
hil
€4
el
L2
0Ll
692

P. 31



E IT V

MARKET VALUE AND ACTUARIAL VALUE ASSET INVESTMENT PERFORMANCE

P. 32 Conefry & Company, LLC



LY” LSTHABAW

"

S
=
=i
<= ==t - — V..w
=
[~
=N
s — s _ m
L
—_— = £ ]
=
k]
. 5 — - —
o
. L69'999°262  £92°9/9'SL1- 42 Papn]ou] sSJe3A jo Jaquny
%Y269°0L Lle'vReisse  glelgesise  Jiz'gss’el- 0 LEv'e6L'v2  29D'9L'e - sol'esL’z L9v"652") \92'95s y2e  Ji/isleL
%968L°S 1927957922 109769521 987'0%9'0L- 0 Llz'z9L"02  9517629°L 18579902 L02"20%"9 les'ley’eee  ai/iglz
%968, L~ Les'zzy'eez  \yL'oyl'y- £00'586'6- 0 £09°vh2'02 6522981 689°506°L _259'905’9 1297956982 sL/is/zL
woLY6"y 12979557952 2y4 958" Ll 0217951 76- 0 §56'89.°8L  222’L00T £22755S7L 068’5509~ 6%0785% hg2 L LEleL
%6EEL 0L 670°85€°95e  l0'6lL's2 020°525"6- 0 £5'200'8L  S9i's90” 9LLIS9Y' L yi979%6°s 550°%02'022  gl/1s/2L
i %LSEY"LL §S0°%02'022  009'280'¢2 los'2sy’8- . 0 852'909"LL  £897069'L L52'82LL 26679119 95)'5607902  2L/LE/2L
%8L5Y"Y 962'¢60"902  19£7896"8 0687911 8- 0 060"2%6"sL  y0S"EEE’L 966719171 00£79g%"s sg2'ove’soz  LL/1ge/2l
%£500°21 S82'0v2'S02  LEY'6€% 22 682'sez’'s- 0 929°60%'SL  0%5'6%8 7L2'061"L 180’9YL’S £91°920'16L__0L/18/2L
%9097 61 £7179207161  SS27216TIE 80290£"2- 0 987152791  £6ET9LST L9l LE072%27S 960°8LY7991 d0/LE/el
%£558752- 960°817'99L  90S'22l'6s- w28 1se’9- 0 664169251 & 8587711 21a’s16'y vev'26Lilse  ‘go/igseL
X72€R°S yehieeliise  §51'299'8 £06'850°9- 0 lez'zigiel L igv'yio’y 42L°588°S 2Lt yBl 622 J0/1E/2L
%L6EL 1 2179862 9yl 'vEL 'R 61278957 G- 0 5s8'1g2"2l  S007LSE'2 8L% 286 £127g98°E S7.'866'50Z  90/1£/21
%5578° € S9.'866'502  819'€LL'L 901 '025"9- 0 299'221°0L €991l L£9°9LL°L LBE'9LL'E £41°SSB°202  S0/LE/2L
%9025°01 £1176587202 02172086l v08.2%0’Y- 0 - L9vee'e : 9u%oel’L vE071ZL7E 4S8 S6E7Z8L - HO/1E721
#70€5°52 45805687281 /88'291'9¢ 15575699~ 0 67219816 £81°260°1 SESTL6E'E - L0S'@Y8’SSL E0/1s/zL
L %l5P6°8- _L0S’876°S5L  J2s'sgy’Sl-  260'509°E- Qi .. 602'Se9'2 £95°680°L 59071562 §26'800°S4L  20/18/2)
%59%6" - 26"8007SLL  $267219"L- Le’9z1m- 0 §927259", 08909071 #58°11%"S 60171987241 L0/1E72L
%08/2°¢ 60L°198°421  2%2'859'S 2.9°618- 0 SL2°LLE'L 56%'£50°1L 8%0’9%%'s 9§5'220'€2L  00/15/2L
%SPLL70L ¥E87220° el £107€10791 915760 0 6669269 7607820”1 6BETISLTS 5076827451
%SESS 6 L80°65)°2SL  299'95. €| 768°2) 0 266'€45'9. 5908511 cegiam's 187/686' €Y1
%AYS6TLL 1BY°6B6°SyL 281 I1Y8'L2 152" %22 0 £25'0L%'9 120°202°}L 6B2'EE6’'S  ss'sey'lel
%50967 L1 887egy el 59979682l 29271591 0 85%"%0L'S 81279771 1057829 o£9'L607Z0L 96/LE/2L
%0895°92 S£9°160'40L _ 025'06€'22 £62°6%8 0 LLYE8s'S 691"668"1L mmo 88L'S 2zE’1s8'e8  s6/15/2L
%12l E- 2257LS8'58 2887289 ¢ 6687081 "1 0 108702275 08278621 i SOL £S57SR W6/1E/2L
%0211 1L SOE'SSE'SE  985'1LY'8 987 482"} 0 £65:829'% £1L260' | S52 965'SL  £6/15/2)
%L09¢"8 S£2'966'S)  §£5'684'S 969°501"1 1] 62£'886° 7 990°€LL L ¥00'689'89° - 26/18/21
%80267 61 892799289  2SLTIEELL £927590"1 0 SSST09%"Y 95710071 mmmﬂqmmu¢ £SE'8YE79S  L&/1E/2L @
¥¥3A ¥04 INIVA LINUVH  ¥V3A HOd ¥Y3A ¥04  ¥V3A ¥04 ¥v3A ¥od ¥¥3A 04 A¥3A Y04 dY3A ¥04  INIVA LINUVH INIANT -
JONVWE0443d “ANI ONIGNI ~ 3WOONT "ANT  MOT4 HSYD TIno SINIWAV NI SNOILN@T¥INOD SNOTINATYINOD  ONINNID3B | OviA Nvid
INIVA L3NV 3NTYA L3NUVW  IVNYFLNI L3N SYUIJSNVAL  LT4IN3E IVIOL SHIASNVAL 33A071dK3 43401dn3 i

V34 AYONTTVD Ad
JINVKYOIY¥3d LNIWLSIANT 3NIVA LINWVW Q3LYWILSI
SNY37H0 M3N 30 Q¥V08 ¥ILVM ANV 39VY¥3IMIS JHL 40 WILSAS INIWIAILIN 1SITAOdWI



2Y LS EHABAN

Conefry & Company, LLC

csi’s51'12

XEVBY9 698" 965" 192 y6L'915"282 %h269°01 Zls'vge'sge . Jioz/iElel
%¥51679 20676L.78¢ER 85871527822 %607Z0L7212 %9682°6 L92'9s€"%22  9L02/1E/21L
%S5%80° 6 L62'2ls'sse 9%1°'269°812 0LL7%96'1g2 %9684 |- L28°l2y'2ee - SL0e2/Ls/zl
%.768° 2 1997689 JEez vEQ SHB'L2Z  68676/17622 %91 %67 12979567982 yl0e/LE/elL
%6808°2 y68'€29'9z2 006"048"'%22 S¥5'Lvs'clz. %465€L70 6%0'85¢'y8Z [ glLoz/LE/2)
LEN R %5486° € 0LY'£59'622 695'106" Y22 9097258102 %LGEY® §60'%0/°022 = zL02/15/2)
%49540°€ 6697251622 £sv’1ye’'92Z o0%8'e8L’lo02 %8259 9572607902  LL02/LE/ZL
. wEwsZ“h 868862052 9L0'8g88"'vze 66%°216'981L %£500°21 mmm.o«m.mom 0L02/18/21
1809279 0997666 mmmu 9gz'ave"gle G eyl Te20T 6L Fi6002/LE/ 2l
%L68g e - 219'25%'022 | - 960°8LY'99 Bo0Z/lg/zl
#%%L58°S 3 Sgletyiltyle : : : S %e2%’z6l'\s2  1002/1S/2L
%x9212°9 g2L'gyL” hrm 1867950702 985 %22 502 apum_ L 221'%81"622 9o0z/LE/2l
%SBBLY 07£'628°'602 66£° 129202 omp 0/5'002 %26578°€ SY.'866'S02  5002/L€/2L
%0619 2577902702 0£079297%61 & _ %v025TOLT €£2175587202 21872l
%0942°2 28y 269961 £567 995581 . %y0ESTEZ 258568181
%B£1L0"9 81.'268°281 085'%7£6°841 _ %LE26°8 Los’8v6’ssL _ £
%S68£°01 8212527081 19578527991 %00 ¢- "1l %G9Y6° - §26°8007s21L  Looe/i1e/alL
%968%°0L 229°5%8"' 4991 §09'995'6yL 869°219"241 %08l2°¢ 60L°198'2/L 0002/LE/2)
%EE9LTIL LYy 9267891 £LY79257vEL 8¢” YE€5°220" L1 666171 E72)
%26585° L1 L€2 106" HEL 202’216 02l LE0765LASL 9661/ 1E/2L
%9229y ssg’ilée’oal 1gs'29L gLy : : 1BY'686°SYL T 1661118421
%9502° €L Zlz’sog vl €0z2'822"00} oom 0187201 %5096° L1 lss'seyTizl  966L/LE/21L
%80EL°21 aum.oma.aaF mou.mmm.nu 6L2'9i2"'y8 %0895°92 mmo.roo.ha, S66L/1LE/2)
%9048°§ 106715678 2Z87zes’28  SSl7Ev6'sH %llelL s 2287158 €8 T webL/LE/EL
%8L20° 1L 2ev'ese’Le gLlis8lL el Bl6ILE2I9L %0211 11 spgfese sy £66L/1E/21
. _ %9696'6 696°195'2L 089°'%92%° 59 115269 %L098°g: S€2°965'6) 2661718721
AEV68 0L 2g87126"%9 ¥65'€90°85  586°088°95 %8026°61 89L 991789 L66lL/1e/21 3
..... ¥A ¥04 "4¥3d S13ISSV 40 INTVA aNnd NY3IW_ ONNd NY3W ¥¥3A_ ¥0d INIYA LINYVYM 9NIaN3 ¥
“ANT S13sSV TVIYVALIY INTvA *3¥3d TANI SNTaN3 ETEN)
IVIYVNLOY INIGNT IvIdvnioy

INIVA - LINAYH

¥VIA 4VONITVO AB

S$1355V 40 3NIVA TVIAVNLIV ANV 3INIVA L3NYVW A8 IINVWYOJ43d LNIWLISIANI Q3ILVWILSA

SNVITH0 M3IN 40 QUVOA ¥3LVM ANV 39VY3MIS 3AHL 40 WILSAS LNIWINILIY 1S3ITA0TIWI



L¥° 1SYHd¥3d

e
=
-
L R L B e e R e NIt 71211 AT PO 0 O e et 111 ke
=
=4
e ea—— e e m.l
=]
&)
- C-1
-
=
<
S L2 *Pepniduf sJesi Jodaquny an
2z %521 %99°19¢  %89°9 T3] WG 286 %v269°0l LS'v82'sse  sl2'ves'se  Ll2'86E'zl- 19295 'vez  Li/1s/zl
92 %822 %2£°125 %26°9 %524 %19°9L5 %968.°6 192'9se’v22  109°695°2L 298'0%9'0L-  l25'lev'zee  91/15/21
3 %62 2 %8L718%7 %8076 %el %22°287 %968L7 1 - - les'ley'ee £00°586"6- SL/Lg/2t
92 i~ %B8L 2Ly %682 %044 %6 gy %9196 % © 129955 9gz 0ZL'951 ‘6~ yL/18/21
£2 %Lyl %6L°21LY %4LB°Z %ee’ . USG9y %6E€L70L 6%0°85¢ " 952 020°c25’6- 550°%02°022  SL/LS/2L
22 %£9" L %h9°€0% %66 %69°4 %2l 0Ly #LEEYLL $50’%0.7022 0097280752 LOE"2/%'8- 9617€60'902  2L/1E/2L
12 %08°2 %€E"4g¢ %20°€ %25°2 %lg°9ss %BLSYY 95.'€60'902  19£°896°8 068°9L1'8- 682 042602 LL/15/21
0e %#70°8 uB69E s Y %972 %£50072L cge’ J0%2 50z é9e’eee’8- €y’ We0'16L  OL/iE/2l
6l %52 8 %08°05E %92°9 %5h"L S 62 %2909761 80290872~ 960"BLY 991  60/1E/2L
L B i%9¢g _gheTeE . wEE'2 %89 ulstize %6558 52- ¥28’152'9- ¢~m.um~ S2°L52  80/1§/21
Ll %2.°8 AHEYLE %98°S %EL76 %2l LYE %yee8’ s cmq 26L7152 £06'850°9- 2L'mLi6ez  L0/15/21
9l %06°8 %6Y° 162 %29 %296 %2y S2¢ %L6EL YL 2lL'%8L 622 612°895°¢- S9.°866°502  90/15/2)
SEEAGR %60°6 %65°892 #6L™Y %76 %el*ele %6SY8°E S7.78667502 901025 - S0/1E/21
71 %096 %547152 %6L"9 %95°6 %16'852 %9025701 £21"558"202 08'290"%- _hmm mmn me, $0/1£/21
€L %596 uv2"Lse %822 %8%°6 %52 422 %h0$S €2 L587S66°28L ! i 1£6'669 9= LDS‘BY6'SSL. £0/1€/21
2L %586 %7802 %L0°9 %6£°8 %687291 %1526°8- 10578 8v6’SEL  Legssy’ Sl-  /60°509°¢- S26'800°S.1  20/1E/21
L %120l %92" 161 %6E701 %2L°0l %59°8891 %59Y6" - €26'800°S2L  £26°229'\- pe'eL’L- 60L°198°241L  10/1E/2L
ol %6L7DL %58 E91 %6901 %62 L1 %0161 %082°€ GOLTI9B2LL  LW2TRS9TST U96LE- 7£57220°21 0071721
6 %SL°01 %087BEL %9L" 1L %ee'zL o usktesL %5LL70L vES'220°ElL L 9L5i6hL- L60°852°26L  66/1€/2L
g %9676 %99°€L1 %967 Ll HAYTRL U %DLt9SL %GESG 6 1 iliienT8EL’lS) 96821 189" 97686°£7L  86/1s/2l
2 %EL°6 %25°16 %9y %06721 %llTEEL %LYE6° L1 Fue.omo grl 18172l Lss’eey 12l 26715721
9 %65°01 %86°28 %12°€1 %80°21 %22°86 %5096° 1L les°sey’lel 559 ve8’elL 292°25%") SE9’160°201  96/15/21
[ %8070 %£9° 19 %84°21 %0172l %H07LL %0895°92 5971607201 02570868722 £6276%8, - 2egtisg’ee  s6/1€/2l
¥ %N 6 %8E° €Y %8S %58 %8868 VAT AR 2es’lsg’se 2881289 ~- &68°08L" | “S0S'S5E°S8 - ve/1E/¢e!
g %%9°0L AT %207 1L %£0° €L 65! hy %02ZLL-1L G0E’E5E"68  Hggtin'g 98Yy°J82’L Ss2’h6S’s.  g6/15/e)
F %27 0l %E67°12 %5676 %667 €L %56°62 %L09E°8 SE2T965'SL  SES6BL'S 969750171 $007669'89  26/15/21
L %68°0L %68°0L %68°01 %26°61 %2676 %8026° 61 89.'9%2'99  2SL°LEL' LY £92°690°1 £CE'8YE’9s  L6/18/21
¥V3A JOVNIAY  JALLVINWND.  ¥VIA ¥D4. 39V¥3NY m>up¢49z:u ¥4 04 VA LNV 4C uY3A ¥04 ONIGN3
i P — 13 ONTGNT  3WOINI “ANI MOT4 HSVD ONINNID3E  ¥V3A NV1d
3ONVIWN04Y¥3d LNIWLSIANI SINVHE0443d INIHISIANT NTVA 13NEVW  TYNU3LIX3 13N =
INVA L3SSVY IVI¥VNLOY aNTVA L3NYUYH o
. _ -

dY3L YYONITVD A8
FONVHUDANId INIWISIANI aILVWILST

SNY3T¥0 MaN 40

QUV08 ¥3LVM ONV 3DVH3M3S WL 40 WILSAS LNIWIUILIY (S3IIAOTdNI



CERTIFICATION

The foregoing report presents fairly the actuarial position of the Employees’ Retirement System of the
Sewerage and Water Board of New Orleans as of January 1, 2018 in accordance with generally accepted
actuarial principles applied on a basis consistent with the preceding valuation, except where noted. In our
opinion, the assumptions used in preparing the liabilities and estimated costs are reasonably related to the
experience of the plan and to reasonable expectations and represent our best estimate of anticipated

experience under the plan.

CONEFRY & COMPANY, L.L.C.

Michael A. Conefry, FCA, ASA, MAAA, MSPA
Enrollment Number 17-1235

New Orleans, Louisiana
May, 2018
V201712
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Compare "Old" Versus Proposed Governance Matrix

ACTIONS

beegsed | | ] | [ T [ T 1 1 T T [ [ ] [ [€Reportne
ACTORS
Governing Fiduciaries Managing Fiduciaries Operating Fiduciaries

nvestment Operations Consultant

External Auditor
internal Auditor

egislature

Deputy Director Administration
fCustodian

[S&WB Board of Directors
{BOD Audit Committee
IBOD Governance Committee
LOD Fin. & Admin. Committee
IBOD Strategy Committee
IERS Board of Trustees
BOT Pension Committee
[Executive Director
Special Counsel
i-hief Investment Officer
I_hief Financial Officer
f5eneral Consultant
Investment Managers

Courts
Mayor
lActuary

Create Laws

Interpret & Apply Laws

Set Organizational Values

Create Governance Structure of ERS

Compose Rules & Regulations of ERS

Design All Pension Benefits

Set Employer Contribution Rates

Set Employee Contribution Rates

Set Investment Objectives

Establish Enterprise Risk Management

Create ERS Budget

Set Risk Appetite & Risk Capacity

Set Strategic Asset Allocation (SAA)

Design Within Asset Allocation Strategies

Appoint Executive Director

Appoint Special Counsel

Hire/Fire Auditor

Adopt Investment Philosophy

Set Performance Benchmarks

Hire/Fire Actuary

Hire/Fire General Investment Consultant

Hire/Fire Investment Managers

Hire/Fire Custodian

C|o|o|jo|o|o

Hire/Fire Special Consultants

Appoint & Supervise DDA, CIO, CFO

Create Annual Plan & Objectives

Rebalance Fund to SAA, Tactical AA

Conduct Vendor/Manager Due Diligence

Size Mandates Within Constraints

Sign Pension-Committee Approved Contracts

Autharize Money Movements Within Fund

Authorize Money Movements In/Out of Fund

Effect Money Movements

Temporary CIO Back-Up & Research Assistance

Report Investment Performance

Measure & Report Risk

Report Investment Compliance

Approve CAFR

Select Securities

Vote Proxies

Prepare Actuarial Valuation

Custody Assets

Perform Master Record Keeping

Audit Financial Records

Hearing of Appeals

Communicate with Retirees

Administer ERS Benefits

Communicats with Employees an Pension

old
- New
1 Mayor has vote on the Board of Directors and Board of Trustees
2 Employee contribution rate decided by a majority vote of the Board of Trustees AND 2 of 3 Active Employee Trustees
3 Part of Proposal Selection Committee for pension/investment-related service providers excluding investment managers.
4 May assist Executive Director in an emergency.
5 Board of Directors have oversight on the hiring of DDA and CFO. Board of Trustees have oversight on the hiring of CIO.
6 ClO's due diligence proscribed in ERS Procurement Policy and focused at verifying and understanding consultant's recommendations.
7 Received authorized payee delegation annually from CFO to timely pay Investment Operations Consultant.
8 Investment Operations Consultant received annual authorized payee delegation from CFO, rebalance from CIO or G.I. Consultant.
9 Major benefit changes must be evaluated for impact on funding (actuarial or asset-liability study).
10 Internal audit checks for BoT compliance with procurement policy, ERM, Benefit Administration, and financlal record integrity.




“RE-BUILDING THE CITY’S WATER SYSTEMS FOR THE 21°" CENTURY”

EMPLOYEES’ RETIREMENT SYSTEM OF THE
Sewerage & Water Board or NEw ORLEANS

625 ST. JOSEPH STREET
NEW ORLEANS, LA 70165 ¢ 504-529-2837 OR 52W-ATER
www.swbno.org

April 11,2018

The Pension Committee met on Wednesday, April 11, 2018 in the Board Room, 625 St. Joseph Street, New
Orleans, LA. The meeting convened at 8:30 A.M.

Present:

Director Joseph Peychaud, Chairman
Mr. Christopher Bergeron

Director Eileen Gleason

Director Ralph Johnson

Ms. Chante’ Powell

Mr. Marvin Russell

Director Lynes Sloss

Mr. John Wilson

Also in attendance: Mr. Jesse Evans of the New Orleans Municipal Employees’ Retirement System
(“NOMERS”), Mr. Cody Chapman, Ms. Karen Harris, and Mr. Weston Lewis of Callan LLC, Mr. Octave
Francis III and Mr. Stephen Daste of FFC Investment Advisors of Raymond James; Mr. Mike Conefry of
Conefry & Company; Ms. Janice Leaumont of Capital One; and the following Sewerage & Water Board staff -
Mr. James Thompson, Office of Special Counsel; and Dr. Tim Viezer, Chief Investment Officer.

ACTION ITEMS:
1. Resolution Assigning Contract to FFC Investment Advisors of Raymond James (R-048-2018)

Mr. John Wilson moved to recommend that the Board of Trustees affirm resolution R-048-2018 and the motion
was seconded. The motion carried.

The Resolution listed above will be moved to the Board of Trustees for approval.

PRESENTATION ITEMS:

Director Joseph Peychaud began the meeting by asking Dr. Tim Viezer to read the Employees’ Retirement
System mission statement into the record: “to prudently manage an actuarially sound pension fund solely in the
interest of participants and beneficiaries in a cost-effective manner.”

Director Peychaud also noted that Mr. Lewis Sterling IIT had completed the new trustee training as required by
R-140-2017 and was eligible to vote. One more member of the Committee was being scheduled for new trustee
orientation.

Dr. Viezer began his presentation by introducing an action item to assign the investment consultant agreement
on a month-to-month basis. FFC Capital Management (“FFC”) has been the investment consultant to the
Pension Committee for almost a decade. The Pension Committee felt it was prudent to rebid the contract and
place FFC on a month-to-month contract until a competitive search was completed. However, Mr. Octave

Members of the Board: « ANDREW AMACKER ¢ ROBIN BARNES ¢ CHRISTOPHER BERGERON e TAMIKA DUPLESSIS, PHD «
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Francis announced on March 26, 2018 that his firm had joined Raymond James & Associates, Inc. and was now
doing business as FFC Investment Advisors of Raymond James. As a result, the contract needed to be assigned
on a month-to-month basis to the new entity name.

Dr. Viezer’s second informational item was a draft policy for discussion by the Pension Committee. There
were several reasons for creating a professional services procurement policy for the Employees’ Retirement
System (“ERS”). Dr. Viezer noted that while the search for the asset-liability study consultant followed the
Sewerage & Water Board’s (“S&WB™) Professional Services Procurement Policy, the Pension Committee had
followed a different process for hiring consultants in the past. Moreover, the Pension Committee had followed
industry practice in hiring investment managers, (i.e., using recommendations from an investment consultant to
bring candidates before the Pension Committee for selection), this process was different in that the S&WB’s
Policy and the ERS process was not written. At the November Board of Trustees’ meeting, Mr. Chris Bergeron
had asked counsel whether ERS was required to follow S&WB’s Policy. Mr. James Thompson followed up
and noted that S& WB and ERS were separate legal entities with different responsibilities. Therefore, it seemed
appropriate that ERS have a separate procurement policy.

Dr. Viezer noted that he had met with Mr. Thompson and Mr. Willie Mingo — Director of Procurement — to start
a review of the proposed policy. Director Eileen Gleason asked how the two policies compared. Dr. Viezer
replied that the draft proposal contained elements that were: (1) the same as S&WB’s existing policy, (2)
codification of his understanding of ERS’s past practice, and (3) new elements that attempted to clarify or
streamline. Mr. Bergeron raised a concern about the number of members in the Proposal Selection Committee
being reduced to three. Director Lynes Sloss asked Mr. Bergeron whether he had a preferred number of
members. Mr. John Wilson recounted that Pension Committee members served on the Proposal Selection
Committee in the past. Director Peychaud and Ms. Marcie Edwards had follow-up requested noted below.

The Callan team of Cody Chapman, Karen Harris, and Weston Lewis began by thanking the Pension
Committee for the opportunity to work with them on the asset-liability study. Mr. Chapman noted that public
defined benefit pensions are a big segment of Callan’s business and that defined benefit pensions are something
Callan feels strongly about and a defined benefit pension is a strong recruitment and retention tool that provides
an effective, safe, and secure retirement. Mr. Chapman introduced asset-liability studies as an important tool
that should be conducted every three to five years. An asset-liability study considers the interaction of three of
the Board of Trustee’s policies: (1) pension benefit policy, (2) funding policy, and (3) investment policy. Dr.
Viezer interjected that ERS had a funding practice and needed an explicit, written funding policy.

Ms. Harris noted that the asset-liability study will help determine which funding and investment policies
complement each other. She explained how pension benefits plus expenses must be paid by investment returns
and contributions. She also noted that more risk must be undertaken to achieve higher expected investment
returns but that higher risk may result in lower actual investment returns. The investment policy of the pension
is primarily focused on determining the broad asset allocation. Ms. Harris explained the “deterministic”
modeling of investments and pension obligations (“liabilities”). In modeling the pension plan liabilities, Callan
will work with our actuary to understand how to handle DROP. Director Sloss asked whether ERS would
receive Callan’s model to investigate “what if” scenarios. The answer was “no,” but Dr. Viezer added that
Phase II of the study would allow addition scenarios to be considered. Mr. Bergeron asked if employee
turnover would be considered in the model and was told it was based on the actuary’s analysis. Ms. Harris
suggested that ERS should conduct an independent “experience study” every three to five years to examine
S&WB’s actual demographic experience versus the actuary’s assumptions.

Ms. Harris continued by discussing the liquidity needs of the pension would be examined and that the cash
flows of a pension might be forecasted over one hundred years because of the demographics of the workforce
over time. She noted that about two-thirds of the liabilities were to inactives. Ms. Harris discussed the
“stochastic” forecasts and simulations that are used to calculate probabilities. Turning to ERS’s 7% discount
rate, Ms. Harris noted it was a “healthy place to start” as it was at the low end of the range of public pension
discount rates. Director Gleason and Director Sloss asked clarifying questions. Ms. Harris said there is a
balancing act: lowering the discount rate might make achieving that return more likely, but it would increase
liabilities, lower the funded ratio, and increase contributions.

The Pension Committee asked several questions about the simulations/scenario analyses. Director Johnson
indicated he wanted worst case scenarios included. Director Peychaud inquired about a worst case scenario
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concerning maximum number of retirements. Ms. Chante Powell inquired whether Callan could consider the
impact of a local natural disaster upon the fund. Callan did not include natural disasters but Dr. Viezer noted
that a scenario stopped employer and employee contributions would be modeled by the actuary.

Ms. Harris then discussed capital market projections of risk, return, and correlations that would be used in the
asset-liability study. Using Callan’s capital market projections and ERS’s current asset allocation, the expected
ten-year expected return for the fund would be only 5.64% compared to the actuarially required rate of return
(discount rate) of 7.00%. Reducing the allocation to fixed income by almost half to 20% would only raise the
expected return to 6.30%. Conversely, ERS could keep a conservative portfolio but would have to increase
contributions.

Ms. Harris mentioned that many public pensions have attempted to meet their required returns by seeking an
“illiquidity risk premium.” She reviewed asset allocations at other similarly sized pensions and noted that
relative to peers, ERS had a low allocation to Non-U.S. equity and a high allocation to fixed income. Director
Johnson and Director Gleason inquired about the make-up of peer pensions. Ms. Marcie Edwards asked if there
was information about how peer funds handled environmental, social, and governance (“ESG”) issues. Mr.
Weston Lewis said Callan had recently investigated the issue of gun stocks. He noted that every public pension
was different and had different risk tolerances. Ms. Harris noted that Callan was targeting to return in July to
present Phase I of the asset-liability study. Director Peychaud stated that he wanted the asset-liability study to
be a collaborative process.

INFORMATION ITEMS:

Information item(s) 5 through 7 were received.

ANY OTHER MATTERS:

The following questions and requests were raised for follow-up:

1. Director Peychaud requested that Dr. Viezer follow-up with Mr. Bergeron on the composition of the
Proposal Selection Committee in the draft procurement policy.
2. Ms. Edwards asked whether there would be a conflict of interest if Pension Committee members served
on its Proposal Selection Committee.
Director Johnson would like worst case scenarios included in Callan’s asset-liability study.
4. Director Peychaud wants the asset-liability study to consider the impact of all eligible employees
retiring.
5. Ms. Powell’s question about the impact of a natural disaster upon the pension will be addressed by a
special analysis by our actuary.
Director Johnson asked for profiles of public pensions similar to ERS.
Ms. Edwards asked for information on public pension handling of ESG.
Dr. Viezer will ask our actuary to model the pension impact of lowering the discount rate.
S&WB management will develop a workforce forecast for Callan to use in the asset-liability study.
. Mr. Conefry will analyze the impact of lowering the discount rate to 6.00%.
. Director Peychaud asked Dr. Viezer to distribute the reciprocity agreement between ERS and
NOMERS.

W

— = 0% N

— O

ADJOURNMENT:

There being no further business to come before the Pension Committee, the meeting adjourned at approximately
10:00 A.M.

Respectfully submitted,

Joseph Peychaud, Pension Committee Chair
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May 8, 2018

The Pension Committee met on Tuesday, May 8, 2018 in the Board Room, 625 St. Joseph Street, New Orleans,
LA. The meeting convened at 8:30 A.M.

Present:

Mr. Joseph Peychaud, Chairman
Mr. Christopher Bergeron

Ms. Eileen Gleason

Mr. Ralph Johnson

Ms. Chante’ Powell

Mr. Lynes Sloss

Mr. Lewis Stirling III

Mr. John Wilson

Also in attendance: Mr. Octave Francis III and Mr. Stephen Daste of FFC Investment Advisors of Raymond
James; Ms. Marcie Edwards, interim Executive Director of the Employees’ Retirement System (ERS) and
Sewerage and Water Board (S&WB); and the following S&WB staff -Ms. Marina Kahn, interim Chief
Financial Officer, Ms. Valerie Rivers, Deputy Director of Logistics, Mr. Willie Mingo, Director of
Procurement, Ms. Irma Plummer, EDBP Manager; Mr. James Thompson, Office of Special Counsel; Dr. Tim
Viezer, Chief Investment Officer; and Ms. Candice Newell, Board Relations Manager.

ACTION ITEMS:
1. None

PRESENTATION ITEMS:

Chairman Joseph Peychaud began the meeting by introducing Ms. Candice Newell, Board Relations Manager to
the Committee. Chairman Peychaud then asked Mr. Lynes Sloss to read the Employees’ Retirement System
mission statement into the record: “to prudently manage an actuarially sound pension fund solely in the interest
of participants and beneficiaries in a cost-effective manner.” Chairman Peychaud also noted that Mr. Sloss had
completed the new trustee training as required by R-140-2017 and was eligible to vote.

Dr. Viezer began his presentation by reintroducing a tool called the “governance matrix,” which explicitly
assigns decision rights and ensures checks and balances through oversight. The topic was first introduced in
June and July 2017. An accountable reporting structure is achieved by efficient downward delegation of
decision-making and informative and timely reporting. Efficiency is achieved by delegating smaller impact
tasks further down. Governing fiduciaries decide the most impactful topics. Ms. Eileen Gleason asked whether
this implied that the Board of Trustees don’t worry about small impact duties. Dr. Viezer answered that the
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oversight is delegated downward as well but that the Board focuses on the big picture and holds accountable
those to whom authority and responsibility have been delegated.

Dr. Viezer summarized briefly his recommendations decision-making authority of a number of entities in the
detailed governance matrix. These recommendations were based upon a mix of best practice, preferences
communicated to him, and his observations of circumstances of the relevant parties here. The Board of
Directors appoints the Executive Director and Special Counsel, who both serve the same roles in both the water
utility (S&WB) and retirement system (ERS). He noted that the Mayor was the “first among equals” and was
one vote on each Board. The Board of Trustees set broad policies (e.g., investment objectives, funding policy,
and benefits), delegated implementation, ensured compliance with policy, and held accountable. As an aside,
Dr. Viezer recommended that any change to the employee contribution rate be made by a majority vote of the
entire Board of Trustees (because it is a policy) and required the support of two of the three employee Trustees.
This would build trust. Ms. Gleason asked how this was handled in the past.

Dr. Viezer continued by suggesting that the Board of Trustees delegate certain decisions to the Pension
Committee (e.g., asset allocation and manager selection). Requiring approval by the Board of Trustees was not
efficient as it required the Pension Committee to ensure sitting through the same presentations twice and give
decision-making to fellow Board members who were not as versed on these topics. The Executive Director
would handle emergency procurements and oversee on a day-to-day basis, those who handled pension
implementation (e.g., the Chief Investment Officer, Chief Financial Officer, and benefits administration). The
Chief Investment Officer would provide advice, an annual work plan, and implement Board and Committee
decisions. The Chief Financial Officer would oversee flows into and out of the pension. The General
Investment Consultant would provide investment manager due diligence and recommendation as well as
prepare reports on performance, risk, and compliance. The Operating Investment Consultant would facilitate
rebalancing and cash flow movements at the direction of the CIO (internal movements) and CFO (external
movements). The Operating Fiduciaries included investment managers, actuary, and custodian.

Ms. Gleason and Mr. Sloss asked that the role of the General Investment Consultant as an “extension of the
Chief Investment Officer” be clarified to indicate a business continuity/back-up role. Mr. Sloss and Mr. Lewis
Stirling requested that Dr. Viezer document how the existing situation would translate into a governance matrix
to facilitate comparison. Dr. Viezer complimented the suggestion and agreed to do so. Dr. Viezer noted that he
would incorporate the governance matrix into a revised draft Investment Policy Statement for the Pension
Committee’s and Board of Trustees’ consideration.

Dr. Viezer moved on to the revised discussion draft of a professional services procurement policy for the
Employees’ Retirement System and presented a chart comparing the existing S&WB policy with the proposed
changes in the discussion draft. Dr. Viezer noted that the genesis of the policy was a question raised by Mr.
Chris Bergeron at the November Board of Trustees’ meeting Mr. Chris Bergeron as to whether ERS was
required to follow S&WB’s Policy. Dr. Viezer wrote the discussion draft to document both the preferences and
past practices of the Pension Committee and had begun to circulate the draft to S& WB staff for comment. Dr.
Viezer stated he had always envisioned a role for S&WB Procurement staff and wanted to present a clear
articulation of the Pension Committee’s desires to S&WB Procurement so that department could determine an
efficient and agreeable way to implement these changes. Chairman Peychaud said he believed that a central
issue was whether the proposal would be a separate policy or changes incorporated into the existing S&WB
Policy #95. Mr. John Wilson stated that he believed that the effort was in the “right direction” and saw the draft
as documenting past processes that were not codified but conformed to pension industry practice.

Mr. Peychaud asked Ms. Valerie Rivers — Deputy Director of Logistics — to comment. Ms. Rivers noted that
Procurement was the repository for all contracts and that the department needed the authority to ensure that all
procurements were conducted according to the rules and regulations of the Board. She said that she understood
that different industries (e.g., construction) had different procurement standards and practices. Ms. Rivers
asked that the CIO produce a list of “nuances” to be incorporated into one policy.

Mr. James Thompson — attorney in the Office of Special Counsel — noted that there was never a suggestion to
create a separate policy that would not use S&WB Procurement. He noted that historically two different
processes were used by the Pension Committee and these processes were not codified. Ms. Gleason asked who
had the right to modify the procurement policy. Mr. Thompson answered that although the organization had a
unique legal structure, the Board of Trustees would have that decision right, but as a practical matter the
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decision should be made working with S&WB Procurement, who had the knowledge, experience, and staff.
Ms. Gleason asked further if the Board of Trustees passed a procurement policy, would S&WB Procurement
answer to the Trustees or the Board of Directors. Dr. Viezer answered that the directions to staff would proceed
from the Board through the Executive Director (of both the ERS and S&WB) to S& WB staff. Mr. Sloss asked
whether the ERS Board of Trustees would need the permission of the S&WB Board of Directors to use S&WB
resources. Dr. Viezer acknowledged that it was a fair question about the cost of in-kind services provided to
ERS. Dr. Viezer noted he was looking for a “win-win” scenario for his colleagues in Procurement. Mr.
Thompson added that Louisiana state law requires S&WB to maintain a pension fund but it also stipulates that
ERS cannot have paid employees. ERS must therefore rely upon S&WB resources. Thus, the S& WB Board of
Directors must approve the in-kind resources provided to ERS. Ms. Gleason asked whether it would then be
prudent to have both Boards approve any procurement policy. Mr. Thompson answered “yes” and
recommended that approach. Mr. Stirling asked whether the Board of Trustees set the procurement policy and
that Procurement administers that policy. Mr. Sloss later asked for a summary and clarification of the
procurement policy. Mr. Stirling asked whether the discussion draft was mirroring best practice in the pension
industry. Dr. Viezer answered in the affirmative and Mr. Thompson noted that he was not aware of any public
pension that had adopted a water utility’s procurement process. Ms. Chante Powell suggested that the existing
S&WB procurement policy could be amended to include the desired changes. Ms. Marina Kahn — interim CFO
and trustee for NOMERS — noted that the City’s retirement system used a hybrid procurement process.
Chairman Peychaud asked S&WB staff to continue to work together and to bring another discussion draft that
incorporated the Pension Committee’s desired changes into the S&WB Professional Services Procurement
Policy #95.

Dr. Viezer noted that little time remained for a detailed discussion of the proposed investment policy. Every
point had been discussed in Pension Committee presentations in August, September November, and December
of 2017 and in January and March presentation of 2018. He encouraged Committee members to read the
philosophy and contact him with questions.

Finally, under “Old Business” Dr. Viezer followed up on 11 items from the April Pension Committee meeting.
He noted that Mr. Bergeron’s requested changes to the composition of the recommended Proposal Selection
Committee was incorporated in the revised draft. Mr. Thompson stated there was no conflict for Pension
Committee members to serve on the Proposal Selection Committee. Dr. Viezer had instructed Callan to
incorporate data and scenarios requested by Mr. Johnson (2) and Chairman Peychaud (2) into their analysis. Dr.
Viezer had instructed the actuary to run an analysis requested by Ms. Powell (impact of a natural disaster that
closed the City on the pension) and another lowering the discount rate to 6.00%. Dr. Viezer noted 3
information items on ESG in response to a request by Ms. Edwards. Finally, Dr. Viezer had distributed the
reciprocity agreement between ERS and NOMERS as requested by Chairman Peychaud.

INFORMATION ITEMS:

Information item(s) 4 through 9 were received.
ANY OTHER MATTERS:
The following questions and requests were raised for follow-up:

1. Mr. Sloss and Mr. Lewis Stirling requested that Dr. Viezer document how the existing situation would
translate into a governance matrix to facilitate comparison.

2. Ms. Gleason and Mr. Sloss asked that the role of the General Investment Consultant as an “extension of
the Chief Investment Officer” be clarified to indicate a business continuity/back-up role.

3. The approval of policies that affect both S&WB and ERS and the provision of in- kmd resources should
involve both the Board of Directors and Board of Trustees.

4. Chairman Peychaud asked S&WB staff to continue to work together and to bring another discussion
draft that incorporated the Pension Committee’s desired changes into the S& WB Professional Services
Procurement Policy #95.
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ADJOURNMENT:

There being no further business to come before the Pension Committee, the meeting adjourned at approximately
9:34 AM.

Respectfully submitted,

Joseph Peychaud, Pension Committee Chair
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June 13,2018

The Pension Committee met on Wednesday, June 13, 2018 in the Board Room, 625 St. Joseph Street, New
Orleans, LA. The meeting convened at 8:30 A.M.

Present:

Mr. Joseph Peychaud, Chairman
Mr. Christopher Bergeron

Ms. Eileen Gleason

Mr. Ralph Johnson

Ms. Chante’ Powell

Mr. Marvin Russell

Mr. Lynes Sloss

Mr. John Wilson

Also in attendance: Mr. Octave Francis III and Mr. Stephen Daste of FFC Investment Advisors of Raymond
James; Ms. Jade Brown-Russell, Acting Executive Director of the Employees’ Retirement System (ERS) and
Sewerage and Water Board (S&WB); and the following S&WB staff -Mr. James Thompson, Office of Special
Counsel; Ms. Sharon Judkins, Deputy Director of Administration; Ms. Veronica Washington, Employee
Relations; Ms. Sonji Skipper, Personnel; Dr. Tim Viezer, Chief Investment Officer; and Ms. Candice Newell,
Board Relations Manager.

ACTION ITEMS:

1. None
EXECUTIVE SESSION:

2. Pursuant to LA R.S. 42:17.A.1., to consider an employee disability application.
PRESENTATION ITEMS:

3. Chief Investment Officer’s Presentation

Chairman Joseph Peychaud began the meeting by asking Ms. Eileen Gleason to read the Employees’
Retirement System mission statement into the record: “to prudently manage an actuarially sound pension fund
solely in the interest of participants and beneficiaries in a cost-effective manner.”

Chairman Peychaud then asked for a motion to move into executive session to consider a disability retirement
application. Mr. John Wilson moved to enter into executive session and Mr. Lynes Sloss seconded the motion.
The motion carried and the Committee entered executive session. The Committee re-entered regular session by
a motion by Ms. Gleason, this was seconded by Mr. Sloss, and carried by vote. Chairman Peychaud called for a
motion and Mr. Sloss made a motion to approve the matter discussed in executive session. Ms. Chante Powell
seconded and the motion carried.
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Dr. Tim Viezer began his presentation on a proposed funding policy by noting the purpose of an actuarial
valuation is to determine the total contribution payment. The topic of a funding policy was first introduced in
March 2018. The essential change from current practice was to draft a written policy, use a 15-year closed
amortization rather than a 30-year open amortization, and to explicitly require an experience study every five
years to precede an asset-liability study every five years. Dr. Viezer summarized the rationale for the proposal:
(1) it followed industry best practice, (2) in the best case could save at least $109 million dollars with a net
present value of $7 million today, (3) the proposed employer contribution would be lower than the average
Louisiana public pension employer contribution, and (4) the extra employer contribution amounted to less than
0.7% of the total operating budget. Moreover, Dr. Viezer presented a study of studies that documented that
converting the plan to a defined contribution plan would not save the Sewerage & Water Board (S&WB)
money; it would not eliminate the unfunded liability, that running two plans is more expensive, and that public
employees prefer defined contribution plans.

The Pension Committee was very engaged and asked many questions. Ms. Powell asked why a 7-year asset
smoothing was proposed; (to reduce the volatility of employer contributions). Mr. Sloss and Mr. Bergeron
clarified how a 15-year closed amortization would work. Mr. Ralph Johnson clarified that the funded ratio
would be 100% at the end of the 15-year amortization (in the expected case). Ms. Powell asked whether we
would use a level dollar or level percentage of payroll amortization; (Mr. Conefry later answered that it was
level dollar). Mr. Chris Bergeron asked for clarification on whether the cost savings analysis assumed a 5% or
6% employee contribution; (it used 5%). Mr. Bergeron noted that if the 6% employee contribution was used
rather than the 5%, the extra employer contribution fell to $1.6 million. Mr. Johnson and Mr. Sloss noted that
to be able to save money over 30 years required having an extra $1.6 million to $2.1 million today. Dr. Viezer
noted that, if approved, the proposal would go into effect on January 1, 2019. Mr. Sloss asked what the average
employer contribution was among LAPERS; (35.1%). Mr. Sloss noted that $15 million had been cut from the
budget figure cited in the presentation. Dr. Viezer answered Ms. Gleason by noting Human Resources did not
have a forecast of projected hiring. Chairman Peychaud asked Ms. Jade Brown-Russell for insights on the
budgeted number of positions. Ms. Brown-Russell said the Chief Investment Officer “was spot on” and some
of the 1,814 positions were not 100% funded but budgeted at 1% to hold a position for succession planning.

Finally, under “Old Business” Dr. Viezer followed up on 4 items from the May Pension Committee meeting.
Dr. Viezer noted that Ms. Valerie Rivers, Deputy Director of Logistics, would update the Pension Committee
on her review of the draft Employees’ Retirement System (ERS) professional services procurement policy. Mr.
Peychaud confirmed that was the plan. Looking ahead, Dr. Viezer said that Callan’s asset-liability study would
require two hours in July and a revised draft Investment Policy Statement would be issued and discussed in
August. Ms. Brown-Russell said that Board Relations would work with the Committee to set a convenient
date/time for the July meeting.

4. Conefry & Company LLC, Actuarial Valuation Report, May 21, 2018

Mr. Mike Conefry began his presentation by complimenting Mr. Bergeron on his insights. Mr. Conefry
provided some historical background to the amortization methods used for ERS. He noted in the 1990s ERS
used a ten-year closed amortization. Around the year 2000, ERS was fully funded. However, the next three
years were difficult; benefits were raised and the dot-com stock market crash hurt returns. Eventually, a 10-
year closed amortization of the unfunded liability became very costly and ERS moved to the 30-year open
amortization. Mr. Conefry continued with a summary of the valuation report. The number of active
participants rose from 998 to 1,083; total active payroll rose from $35.4 million to $41.8 million and the
actuarial value of plan assets rose from $238.2 million to $241.4 million. However, the unfunded actuarial
liability also rose from $64.6 million to $74.5 million. As a result, the funded ratio fell from 81.3% to 79.4%.
Mr. Conefry noted that a funded ratio of 80% was “not uncomfortable,” but 100% funding meant that the
amount of assets would take care of all inactive and that proportion of active accrued to date liabilities. He
noted very few pensions were 100% or even 80% funded. Dr. Viezer noted that the informational article
showed that nationally public pension funding fell to 71.4% and pointed out the comparison of Louisiana
Association of Public Employees’ Retirement Systems statistics.

Mr. Conefry also presented the potential employer contributions under three amortizations periods based upon
R-248-2014 which set the employee contribution at 6% but calculated the employer contribution as if the
employee contribution remained at 5% of payroll. The employer contribution using 10 years last year would
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have been 31.175%; using 15 years this year would be 25.216%, and using 30 years this year would be
20.170%.

Mr. Conefry then began a more detailed discussion of the valuation report focusing on: (a) the calculation of the
unfunded liability, (b) calculation of the contribution rates, (c) ratio of unfunded accrued liability to payroll and
funded ratio, and (d) net external cash flows. Mr. Johnson asked for a clarification on the Projected Benefit
Obligation on page 24 of the report and actuarial present value of expected benefits on page 7. Mr. Bergeron
asked for the reason that large increase total benefit payments in 2017. Mr. Conefry said he would give a
precise answer next month. Mr. Peychaud asked that Human Resources also investigate the increase.

There was a request for public comment by an active participant (employee), Mr. Dexter Joseph. Mr. Joseph
first asked to clarify what was the employee contribution rate. He then noted that S&WB has increased its
hiring of higher-paid unclassified employees and questioned what was the impact upon the pension. Mr. Joseph
also questioned the fairness that a high-paid employee working enough years to vest could earn a larger pension
than a lower-paid employee who works 30 years.

The public question and comment generated a discussion among the Pension Committee members. Mr.
Peychaud asked whether the impact of higher paid employees could be analyzed. Ms. Brown Russell
mentioned that an experience study might discern whether S&WB’s actual demographics were different from
the actuarial assumptions. Ms. Powell wondered whether a ten-year vesting period would address the fairness
issue. Mr. Sloss responded that a ten-year vesting would make recruitment more difficult. Mr. Bergeron
suggested that vesting could increase over time. Mr. Marvin Russell noted that whether an employee was
classified or unclassified, both are “full participants” in the pension plan and there is no difference between
classified and unclassified employees from the viewpoint of the pension plan.

Mr. Conefry responded to Mr. Joseph’s question by first noting that a pension benefit accrued and vested after
five years is not necessarily payable after five years; there are age restrictions. Mr. Conefry did not have
information on the number of unclassified employees but did note that there were 62 employees whose salary
was $75,000/year or more. 40 of those employees have less than five years of service, 22 have less than one
year of service, and they range in age from early 30’s to late 60’s. Mr. Conefry then mentioned the concept of
the “benefit value curve” in defined benefit pension plans. The accumulated value of employee contributions
exceeds the actuarial value of the deferred benefit until a member reaches about 15-17 years of retirement age.
Although everyone accrues the same proportion, younger workers do not accrue much between the ages of 25-
45. Mr. Conefry noted these were general comments but committed to doing a more thorough analysis of the
question raised by Mr. Joseph.

INFORMATION ITEMS:

Information item(s) 5 through 9 were received.

ANY OTHER MATTERS:

The following questions and requests were raised for follow-up:

1. Ms. Powell asked whether we would use a level dollar or level percentage of payroll amortization; (Mr.
Conefry later answered that it was level dollar).

2. Dr. Viezer suggested that the reciprocity agreement between ERS and NOMERS be reviewed after the
asset-liability study is complete.

3. Ms. Brown-Russell said that Board Relations would work with the Committee to set a convenient
date/time for the July meeting which will be two hours long.

4. Chairman Peychaud reaffirmed that Ms. Valerie Rivers, Deputy Director of Logistics, would review the
discussion draft that incorporated the Pension Committee’s desired changes into the S&WB
Professional Services Procurement Policy #95 and report back to the Pension Committee with her
thoughts and suggestions.

5. Mr. Bergeron asked for the reason that large increase total benefit payments in 2017. Mr. Peychaud
asked that Human Resources also investigate the increase.
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6. Ms. Brown-Russell supports an experience study to investigate changes in S&WB’s actual
demographic experience relative to actuarial assumptions.

7. Mr. Conefry will conduct a more thorough analysis of the impact upon the pension plan of a larger
percentage of the workforce being higher paid. Mr. Peychaud asked that Mr. Joseph collaborate with
Mr. Conefry on the study.

ADJOURNMENT:

There being no further business to come before the Pension Committee, Chairman Peychaud called for a motion
and Mr. Sloss made a motion to adjourn. Ms. Gleason seconded and the motion carried. The meeting adjourned
at approximately 10:00 A.M.

Respectfully submitted,

Joseph Peychaud, Pension Committee Chair
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