SEWERAGE & WATER BOARD OF NEW ORLEANS

BOARD OF TRUSTEES MEETING
WEDNESDAY, MAY 19, 2021

9:45AM

This meeting may be convened up to 30 minutes prior to the posted time scheduled to facilitate the
orderly conduct of business.

May 2021 Board of Trustees Link
+1 504-224-869§, 261713313# United States, New Orleans

Phone Conference ID: 261 713 313#

PUBLIC COMMENT WILL BE ACCEPTED VIA EMAIL TO
BOARDRELATIONS@SWBNO.ORG. ALL PUBLIC COMMENTS MUST BE RECEIVED PRIOR TO 10:15 AM
ON MAY 19,2021. COMMENTS WILL BE READ VERBATIM INTO THE RECORD.

LaToya Cantrell, President e Tamika Duplessis, President Pro Teme Jay H. Banks, Councilmember
Joseph Peychaud eRobin Barnes e Ralph Johnson e Alejandra Guzmane Maurice Sholas
¢ Janet Howard e Lynes Slosse Adam Kay
Latressia Matthews e Christopher Bergeron e Harold Heller

FINAL AGENDA

1. ROLL CALL
2. APPROVAL OF MINUTES dated February 24, 2021
3. PRESENTATION ITEM
- Marquette Associates, Inc. — March 2021 Executive Summary
4. ACTION ITEMS

- Resolution (R-061-2021) Resolution to Adopt Funding Policy and Amend the Rules and
Regulations of the Employee’s Retirement System of the Sewerage and Water Board of
New Orleans

5. PUBLIC COMMENT

Public comments received until 30 minutes after the presentation of the Agenda will be read
into the record.

6. ADJOURNMENT

This teleconference meeting is being held pursuant to and in accordance with the provisions of Section 4 of
Proclamation Number JBE 2020-30, extended by Proclamation 79 JBE 2021, pursuant to Section 3 of Act 302 of
2020.


https://teams.microsoft.com/l/meetup-join/19%3ameeting_Zjg2ZWU0MDYtNThmZC00MDIwLWFmYTItNGFiYmZhZGU3OWZh%40thread.v2/0?context=%7b%22Tid%22%3a%22db706155-4aa7-4a5e-b348-b35c3136f6a7%22%2c%22Oid%22%3a%22fcca2b1f-7895-42f0-8972-2f2b78d70e78%22%7d
tel:+15042248698,,261713313# 
mailto:BOARDRELATIONS@SWBNO.ORG

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

EMPLOYEES’RETIREMENT SYSTEM OF THE
Sewerage & Water Board or New oRLEANS

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

February 24, 2021

The Board of Trustees met on Wednesday, February 24, 2021 via Microsoft Teams. The meeting convened
at approximately 10:35 A.M.

Present

Mayor Latoya Cantrell

Dr. Tamika Duplessis, President Pro Tempore
Director Robin Barnes
Director Alejandra Guzman
Mr. Ramsey Green
Councilmember Jay Banks
Director Janet Howard
Director Lynes Sloss
Director Ralph Johnson
Director Joseph Peychaud
Director Maurice Sholas
Ms. Latressia Matthews
Mr. Adam Kay

Mr. Chris Bergeron

Absent:
Mr. Harold Heller

Also, in attendance: Mr. Ghassan Korban, Executive Director; Ms. Yolanda Grinstead, Special Counsel; Mr.
Ed Morris, Deputy Special Counsel; Mrs. Christy Harowski, Chief of Staff

Mayor Latoya Cantrell asked for a motion to approve the minutes dated December 21, 2020. Director Guzman
made a motion. Director Sholas seconded. The motion carried.

Members of the Board: « JANET HOWARD « ROBIN BARNES « CHRISTOPHER BERGERON « LATOYA CANTRELL «
* TAMIKA DUPLESSIS, PHD « ALEJANDRA GUZMAN « RALPH JOHNSON + JAY H. BANKS « ADAM KAY »
*+ JOSEPHPEYCHAUD « MARVIN RUSSELL+ LYNES SLOSS « MAURICE SHOLAS « LATRESSIAMATTHEWS -


http://www.swbno.org/
http://www.swbno.org/
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CORRESPONDING RESOLUTIONS

» Resolution (R-032-2021) Pension Investment Policy Statement Amendment — Inclusion of

ESG Sustainable Investing

O Mayor Cantrell presented a motion to approve R-032-2021. Director
Sholas moved. Director Peychaud seconded. The motion carried.

« Resolution (R-033-2021) Authorization to Hire Marquette Associates, Inc. to provide Pension

Investment Consulting Services

o Mayor Cantrell presented a motion to approve R-033-2021. Director
Peychaud moved. Mr. Bergeron seconded. The motion carried.

PUBLIC COMMENT:

None

INFORMATION ITEMS:

None

ADJOURNMENT:

There being no further business to come before the Board of Trustees, Mayor Cantrell made a motion to
adjourn. Director Sloss moved. Director Duplessis seconded. The motion carried. The meeting adjourned

at approximately 10:42 A.M.

Respectfully submitted,

Mayor Latoya Cantrell - President

Members of the Board: + JANET HOWARD « ROBIN BARNES « CHRISTOPHER BERGERON « LATOYA CANTRELL «
* TAMIKA DUPLESSIS, PHD « ALEJANDRA GUZMAN « RALPH JOHNSON + JAY H. BANKS « ADAM KAY »
* JOSEPH PEYCHAUD * MARVIN RUSSELL+ LYNES SLOSS + MAURICE SHOLASI « LATRESSIAMATTHEWS -
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March 2021

Executive Summary

This presentation is furnished on a confidential basis to the recipient for informational purposes only. For disclosure information, please refer to the end of this presentation.



Commodities lead in 1Q, followed by equities
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1Q21 Market Themes

One year anniversary of market bottom: March 239 marked the one-year anniversary of the pandemic-
driven market bottom; since then, equity indices have roared back to life, returning 67-121% across U.S. and
non-U.S. indices.

Reflation trade: both interest rates and inflation expectations rose as vaccination rates climbed; 10-year
Treasury yield climbs 81 basis points to end the quarter at 1.74%; expectation is muted and transitory
gradual rise in rates and inflation until end of economic recovery.

Equities continue to rise with cyclicals leading the way: Value and small maintained their outperformance
trends from 4Q20 for both U.S. and non-U.S. indices; the rise in rates and economic re-openings helped
propel value over growth.

Inflation and rising rates emerge as primary market worries: Massive expansion in money supply and
dramatic rise in savings rates coupled with rise in commodity prices has fueled inflation concerns; higher
rates weighed on growth stocks during the quarter.

Greater investor risk-taking: growing signs of frothiness from Archegos/Greensill blowup, SPAC frenzy,
margin debt usage; however, corporate issuers remain cautious.

Central banks remain accommodative but starting to contemplate less accommodation: Fed committed to
zero rates and no tapering until economy recovered, Bank of Canada and Bank of Japan planning tapering.

Biden’s $2.25T infrastructure investment plan: may drive sustained growth in U.S. and globally; expected
to be tailwind for EM commodity producers offset by rising U.S. rates.

]
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Fixed income: reflation trade gains steam

Fully inoculated rates rose along with commitment to more fiscal/monetary
stimulus, resulting in steepening curve and rising inflation expectations

1 Mo (%) 3 Mo (%) YTD (%) 1Yr(%) 3Yr(%) 5Yr(%) 10 Yr (%)

Broad Market Indices BIm BC Aggregate -1.2 -3.4 -3.4 0.7 4.7 3.1 3.4
Intermediate Indices BIm BC Int. Gov./Credit -0.8 -1.9 -1.9 2.0 4.4 2.8 2.9
Government Only Indices Blm BC Long Gov. -5.0 -13.4 -13.4 -15.6 5.8 3.2 6.3
BIm BC Int. Gov. -0.7 -1.7 -1.7 -1.2 3.8 2.1 2.3
BIm BC 1-3 Year Gov. 0.0 -0.1 -0.1 0.4 2.8 1.7 1.3
BIm BC U.S. TIPS -0.2 -1.5 -1.5 7.5 5.7 3.9 3.4
Credit Indices BIm BC U.S. Long Credit -2.7 -8.4 -8.4 8.9 7.5 6.7 7.2
BIm BC High Yield 0.1 0.8 0.8 23.7 6.8 8.1 6.5
CS Leveraged Loan Index 0.1 2.0 2.0 20.8 4.1 5.3 4.4
Securitized Bond Indices  BIm BC MBS -0.5 -1.1 -1.1 -0.1 3.7 2.4 2.8
BIm BC ABS -0.2 -0.2 -0.2 4.6 3.7 2.6 2.5
BIm BC CMBS -1.1 2.1 2.1 4.9 5.3 3.6 4.1
Non-U.S. Indices Blm BC Global Aggregate Hedged -0.4 -2.5 -2.5 1.5 4.3 3.3 3.9
JPM EMBI Global Diversified -1.0 -4.5 -4.5 16.0 4.0 5.1 5.6
JPM GBI-EM Global Diversified -3.1 -6.7 -6.7 13.0 -0.8 3.1 0.5
Municipal Indices Blm BC Municipal 5 Year 0.4 -0.3 -0.3 5.1 3.9 2.5 2.9
BIm BC HY Municipal 1.1 2.1 2.1 15.0 7.3 6.4 7.1

Note: The local currency GBI index is hedged and denominated in U.S. dollars. Sources: Bloomberg Barclays, Credit Suisse, JPMorgan, as of March 31, 2021

I ]
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Value indices continue leadership in March

U.S. equity index returns indicate strong investor preferences for
cyclical stocks to begin 2021

Month 3-Month YTD 1 Year 3 Year 5Year 10 Year

(%) (%) (%) (%) (%) (%) (%)

Broad Market Indices Dow Jones 6.8 8.3 8.3 53.8 13.6 16.0 13.1
Wilshire 5000 3.7 6.5 6.5 62.2 17.2 16.7 13.8

Russell 3000 3.6 6.3 6.3 62.5 17.1 16.6 13.8

Large-Cap Market Indices  S&P 500 4.4 6.2 6.2 56.4 16.8 16.3 13.9
Russell 1000 3.8 5.9 5.9 60.6 17.3 16.7 14.0

Russell 1000 Value 5.9 11.3 11.3 56.1 11.0 1.7 11.0

Russell 1000 Growth 1.7 0.9 0.9 62.7 22.8 21.0 16.6

Mid-Cap Market Indices Russell Mid-Cap 2.7 8.1 8.1 73.6 14.7 14.7 12.5
Russell Mid-Cap Value 5.2 13.1 13.1 73.8 10.7 11.6 111

Russell Mid-Cap Growth -1.9 -0.6 -0.6 68.6 19.4 18.4 14.1

Small-Cap Market Indices  Russell 2000 1.0 12.7 12.7 94.8 14.8 16.4 11.7
Russell 2000 Value 5.2 21.2 21.2 97.1 11.6 13.6 10.1

Russell 2000 Growth -3.1 4.9 4.9 90.2 17.2 18.6 13.0

Source: Morningstar Direct as of March 31, 2021
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All equities start the year positive after a strong 2020

Both developed and emerging small-caps outperform their large-cap
counterparts in the first quarter

Month (%) 3-Month (%) YTD (%) 1 Year(%) 3 Year(%) 5 Year(%) 10 Year (%)

MSCI ACWI 2.7 4.6 4.6 54.6 12.1 13.2 9.1
MSCI ACWI ex. U.S. 1.3 3.5 3.5 49.4 6.5 9.8 4.9
MSCI EAFE 2.3 3.5 3.5 44.6 6.0 8.8 5.5
MSCI EAFE Local 5.3 7.6 7.6 36.6 7.1 8.8 7.5
MSCI Emerging Markets -1.5 2.3 2.3 58.4 6.5 12.1 3.7
MSCI EM Local -0.9 4.0 4.0 53.0 9.3 12.9 6.9
MSCI EAFE Small-Cap 2.2 4.5 4.5 62.0 6.3 10.5 8.0
MSCI EM Small-Cap 1.5 7.7 7.7 87.1 5.2 9.6 8.8
MSCI Frontier 0.3 0.8 0.8 39.3 -1.4 6.6 3.9

Source: eVestment as of March 31, 2021

]
MV MarquetteAssociates



Real Estate Performance

After slightly positive returns in 2020, the NFI-ODCE and NPI index
had a strong bounce back in Q1 2021.

Indices
NPI

Income

Appreciation
NFI-ODCE

Income

Appreciation
FTSE NAREIT All Eq. REITs
Property Type

NPl Apartment

NPI Office

NPI Industrial

NPI Retail

NPI Hotel
Geographic Sectors

NP| East

NPI Midwest

NPI South

NPl West

Source: NCREIF as of March 31st, 2021

1Q21 (%)
1.7
1.0
0.7
2.1
1.0
1.1
8.3

1.7
1.0
4.7
-5
-1.6

1.3
1.1
1.7
2.2

YTD (%)
1.7
1.0
0.7
2.1
1.0
1.1
8.3

1.7
1.0
4.7
-5
-1.6

1.3
1.1
1.7
2.2

1 Year (%)

2.6
4.1
-1.5
2.3
3.8
-1.5
34.2

2.6
1.3
14.1
-6.0
-24.0

2.2
0.1
2.5
3.6

3 Year (%)
4.9

4.4

0.5

4.9

4.1

.8

10.6

4.5
4.7
13.7
-1.6
-6.9

3.8
2.0
4.8
6.5

5 Year (%)
5.8
4.5
1.3
6.2
4.2
1.9
7.1

5.3
5.3
13.3
1.4
-2.4

4.5
3.5
5.7
7.5

10 Year (%)

8.9
5.0
3.7
9.7
4.7
4.8
9.3

8.4
8.2
13.2
7.1
-2.9

7.3
7.2
9.1
10.5
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Portfolio Review



Return Summary (March 31, 2021)

Return Summary
Ending March 31, 2021

50.0
45.0
40.0 364%
35.0
30.0
25.0
20.0
15.0
10.0

5.0

0.0

Rate of Return %

98% 94% I 91%
s0% 68% 64% T1% 67%

YTD 1 Year 3 Years 5 Years

I Total Fund Composite [ Strategic Asset Allocation

* Fixed Income, Alternative Asset and Real Estate composites added value to the Plan

* Equity composite detracted from the Plan

* Composite performance is compared against its benchmark on a one-month basis ending March 31, 2021
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Annualized Performance (Net of Fees)

Ending March 31, 2021

1Mo 3Mo YTD 1Yr 3Yrs 5Yrs 7Yrs 10Yrs Inception '"Ce%t:;g
Total Fund Composite 1.3% 3.7% 37%  36.4% 9.8% 9.0% 6.8% 71% 7.0% Jul-02
Strategic Asset Allocation 1.2% 2.2% 22%  31.0% 9.4% 9.1% 6.4% 6.7% 6.6% Jul-02
Fixed Income Composite -1.0% -2.5% -2.5% 7.9% 5.8% - - - 5.3% Jan-18
Fixed Income Balanced Index -1.2% -3.4% -3.4% 2.6% 4.8% - - - 4.4% Jan-18
Equity Composite 2.4% 6.9% 69% 636% 149% 158% 124% 121% 9.3% Jun-06
Equity Balanced Index 3.1% 7.3% 7.3% 660% 153% 154% 127% 13.3% 10.0% Jun-06
Alternative Asset Composite 0.0% 3.4% 34%  23.2% 5.1% 5.0% 3.2% 3.6% 3.5% May-07
HFRI Fund of Funds Composite Index -0.3% 1.9% 1.9% 23.8% 5.4% 5.6% 3.9% 3.4% 2.2% May-07
Real Estate Composite 5.1% 8.8% 88% 368% 11.3% 6.2% 8.3% 9.0% 9.7% Apr-10
MSCI US REIT 4.3% 8.5% 85%  36.1% 8.2% 4.0% 6.3% 7.2% 8.0% Apr-10
- | .
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SWBNO Manager Contribution — YTD Performance

Top Performers

Absolute

Benchmark

Performance Performance

Strategy

Pyramis Global Advisors -2.5% -3.4% Fixed Income
Barrow, Hanley, Mewhinney & Strauss +13.5% +11.3% U.S. Equity
Prisma Capital Partners +3.4% +1.9% Hedge Funds
Absolute Benchmark
Bottom Performers Performance Performance Strategy
NewSouth Capital +14.3% +16.8% U.S. Equity

* Year-to-date performance as of March 31, 2021

]
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Current Asset Allocation vs. Target Allocation

. Current Target
Current Allocation Target Allocation Allocation Allocation

0.1%

9.0%

8.0% 8 Fixed Income Composite

Fixed Income Composite  $76,952,032 $85,927,058

= Equity Composite

‘ Equity Composite $130,072,756 $115,387,763
i Asaet Alternative Asset
Real Estate Composite Composite $18,694,777 $19,640,470

u Cash Composite

Real Estate Composite $19,567,914 $22,095,529
Cash Composite $218,400 $2,455,059

’—- o o -0-9%

-3.7%

Fixed Income Composite Equity Composite Alternative Asset Composite Real Estate Composite Cash Composite

* Data ending March 31, 2021
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Key Considerations

N Reviewing fee structures and vehicles:

N Switching from an ETF to an Index Fund in the Employees’ Retirement

System
iShares S&P 500 BlackRock Russell 1000 Annual Fee Savinas
Growth ETF Growth Index Fund 9
Estimated fee 18bps Estimated fee 2bps
$49,156 annually on $5,462 annually on $27.3 $43,7OO
$27.3 million* million*

Result: $43,700 in annual fee savings

I ]
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Disclosure

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which it was prepared. The information herein
was obtained from various sources, including but not limited to third party investment managers, the client's custodian(s) accounting statements, commercially available
databases, and other economic and financial market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the information in this document and its
accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential losses arising from its use. The information provided herein is as of the
date appearing in this material only and is subject to change without prior notice. Thus, all such information is subject to independent verification and we urge clients to
compare the information set forth in this statement with the statements you receive directly from the custodian in order to ensure accuracy of all account information.
Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula can, in and of itself, be used to determine which
securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this presentation, are based on a variety of
estimates and assumptions by Marquette, including, but not limited to, estimates of future operating results, the value of assets and market conditions. These estimates
and assumptions, including the risk assessments and projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory,
geopolitical, competitive, and financial risks that are outside of Marquette's control. There can be no assurance that the assumptions made in connection with any
forward-looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-looking statements to be a reliable
prediction of future events. The views contained herein are those of Marquette and should not be taken as financial advice or a recommendation to buy or sell any
security. Any forecasts, figures, opinions or investment techniques and strategies described are intended for informational purposes only. They are based on certain
assumptions and current market conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions, estimates, projections,
and comments on financial market trends constitute our judgment and are subject to change without notice. Marquette expressly disclaims all liability in respect to
actions taken based on any or all of the information included or referenced in this document. The information is being provided based on the understanding that each
recipient has sufficient knowledge and experience to evaluate the merits and risks of investing.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service. Our expertise is grounded
in our commitment to client service — our team aims to be a trusted partner and as fiduciaries, our clients’ interests and objectives are at the center of
everything we do. Our approach brings together the real-world experience of our people and our dedication to creativity and critical thinking in order
to empower our clients to meet their goals. For more information, please visit www.MarquetteAssociates.com.
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R-061-2021

AMENDMENT TO THE RULES AND REGULATIONS OF THE
EMPLOYEES’ RETIREMENT SYSTEM OF THE
SEWERAGE AND WATER BOARD OF NEW ORLEANS AND ADOPTION OF

FUNDING POLICY FOR CONTRIBUTIONS TO SUCH RETIREMENT SYSTEM

WHEREAS, Atrticle VIII (Method Of Financing) of the Rules and Regulations of the Employees'
Retirement System of the Sewerage and Water Board of New Orleans (“Rules and Regulations™) provides
the method of financing the Retirement System, including the method for determining Employer and
Employee Pension Contributions under Section 8.3;

WHEREAS, Rudd and Wisdom, Inc. performed an Experience Study of the Retirement System
at the request of and on behalf of the Board and on September 10, 2020, the Experience Study of Rudd
and Wisdom, Inc., with its various recommendations, was presented to the Pension Committee;

WHEREAS, on December 21, 2020 at the recommendation of the Pension Committee, the Board
of Trustees of the Employees' Retirement System of the Sewerage and Water Board of New Orleans
adopted the principles of a new Funding Policy, as presented in the Experience Study, effective January
1, 2021 via Resolutions R-140-2020 and R-142-2020;

WHEREAS, as a result of the 2020 Experience Study, Rudd and Wisdom, Inc. recommended a
Funding Policy be adopted as a stand-alone document separate from the Rules and Regulations entitled
Funding Policy for the Employees' Retirement System of the Sewerage and Water Board of New Orleans
attached herewith as Exhibit “A”;

WHEREAS, as discussed at the September 10, 2020 presentation of the Experience Study,
Sections 8.3(e) and 8.3(f) of Article VIII in the Rules and Regulations must be amended to carry out the
intent and purposes of the stand-alone Funding Policy;

NOW THEREFORE, BE IT RESOLVED:

That the Board of Trustees of the Employees' Retirement System of the Sewerage and Water
Board of New Orleans approves the recommendations of the Pension Committee to amend the Rules and
Regulations in the following manner effective January 1, 2021:

1. Section 8.3(e) of Article VIII currently states:

“(e) Minimum Annual Contribution. The total amount payable by the Board to the trust in each
year on account of Members and beneficiaries shall be not less than a percentage of the total Earnable
Compensation of all members during the preceding year equal to the sum of the Normal Cost rate and the
Accrued Liability Contribution rate; provided, however, that the aggregate payment shall be sufficient,
when combined with the amount in the Pension Accumulation Account, to provide the pensions and other
benefits payable to Members and Beneficiaries during the year then current from the account.”

The definition of the “Minimum Annual Contribution” in Section 8.3(e) of Article VIII as shown
above shall be removed in its entirety and the following definition substituted therefore:



“(e) Minimum Annual Contribution. The total amount payable by the Board to the trust in each
year on account of Members and beneficiaries shall be not less than the amount determined under the
terms of the separate stand-alone document entitled Funding Policy for the Employees' Retirement System
of the Sewerage and Water Board of New Orleans, where such policy shall specify the methods and
manner in which the Normal Cost rate and the Accrued Liability Contribution rate are determined.”

2. Section 8.3(f) of Article VIII currently states:

“(f) Satisfaction of Accrued Liability. The accrued liability contribution shall be discontinued as
soon as the accumulated reserve in the Pension Accumulation Account shall equal the present value, as
actuarially computed and approved by the Board of Trustees, of the total liabilities chargeable to the
account on account of all Members and Beneficiaries less the present value of the normal contributions to
be received at the normal rate then in force on account of persons who are at that time Members.”

The definition of the “Satisfaction of Accrued Liability” in Section 8.3(f) of Article VIII as shown
above shall be removed in its entirety and the following definition substituted therefore:

“(f) Satisfaction of Accrued Liability. When the accrued liability becomes fully funded as
determined by the plan actuary, the Accrued Liability Contribution rate shall be determined as prescribed
under the terms of the separate stand-alone document entitled Funding Policy for the Employees'
Retirement System of the Sewerage and Water Board of New Orleans.”

NOW THEREFORE, BE IT FURTHER RESOLVED:

That the Board of Trustees of the Employees' Retirement System of the Sewerage and Water
Board of New Orleans approves the recommendation of the Pension Committee to amend the Rules and
Regulations and adopt a stand-alone funding policy for the Retirement System effective beginning
January 1, 2021, in which the stand-alone funding policy shall be separate from the Rules and Regulations
of the Retirement System, and the stand-alone funding policy may be amended in the future by the Board
of Trustees following the same procedures required to amend the Employees’ Retirement System’s Rules
and Regulations. This stand-alone document shall be known as Funding Policy for the Employees’
Retirement System of the Sewerage and Water Board of New Orleans.

I, GHASSAN KORBAN, Executive Director,
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 said Board, duly called and held,
according to law, on May 19, 2021.

GHASSAN KORBAN, EXECUTIVE DIRECTOR
SEWERAGE AND WATER BOARD OF NEW ORLEANS



Exhibit A

to R-061-2021

Funding Policy for the Employees' Retirement System
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FUNDING POLICY FOR THE EMPLOYEES’ RETIREMENT SYSTEM OF THE
SEWERAGE AND WATER BOARD OF NEW ORLEANS

A. Purpose of Funding Policy

Adoption of a formal policy defining priorities and guidelines for the funding of pension benefits
has become a best practice for public retirement systems. Governing boards and plan sponsors can
use a formal funding policy to communicate funding goals and to provide a plan actuary with
guidance in determining the requisite contribution rates to meet those goals. In addition, Louisiana
Revised Statute 11:3821 requires the Sewerage and Water Board to “set up an actuarially sound
pension fund for the payment of pensions and service benefits to its employees.”

On December 21, 2020, the Board of Trustees adopted Resolution R-142-2020 accepting the
recommendations from the 2020 Actuarial Experience Study which was prepared by Rudd and
Wisdom, Inc. Consulting Actuaries and presented to the Pension Committee on September 10,
2020. On December 21, 2020, the Board of Trustees also adopted Resolution R-140-2020
committing to a closed period, layered amortization method in determining the Sewerage and
Water Board’s annual contribution to the pension plan. These Resolutions adopted changes that
become effective with the 2021 plan year.

This stand-alone document has been written separate from the Rules and Regulations of the
Employees’ Retirement System of the Sewerage and Water Board of New Orleans in order to
specity the details of the Funding Policy adopted by the Board of Trustees in these two
Resolutions.

Furthermore, the adoption of this policy is intended to:

e Define the goals and objectives of funding the Employees’ Retirement System of the
Sewerage and Water Board of New Orleans (the Pension Plan),

e Ensure the funding objectives are consistent with Louisiana Revised Statute 11:3821 and
any other applicable statute(s),

e Ensure the funding objectives consider the current recommendations of the Government
Finance Officers Association (GFOA) and the Conference of Consulting Actuaries Public
Plans Community (CCA PPC),

e Enhance communications to Pension Plan Members regarding the funding strategy, and

e Provide funding policy guidance to current and future Boards of Trustees.

B. Primary Funding Policy Objective

The primary objective of the funding policy is to establish principles that are intended to fully fund
the long-term cost of benefits provided to Members under the terms of the Pension Plan through
disciplined and timely accumulation of contributions and prudent investment of assets, where such
investments are governed by the guidelines of a separate Investment Policy Statement.
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C.

Funding Priorities and Guidelines

The following priorities and guidelines seek to achieve the Primary Funding Policy Objective:

D.

100% Payment of Vested Benefits — Future contributions and current plan assets must be
sufficient to pay for all vested benefits expected to be paid to Members and their
beneficiaries when due.

Target a Funded Ratio of 100% — The funded ratio shall be determined based on the ratio
of:

» the Plan Assets (which may be determined using a smoothing methodology
discussed below) to

» the Actuarial Accrued Liability (determined using the selected actuarial Cost
Method as discussed below and all other funding valuation assumptions).

Contribution Stability and Sound Financing of Benefits — The financing of benefits
should be based on sound actuarial principles. The Board of Trustees desires to minimize
year-to-year employer contribution volatility to the extent reasonably possible while
understanding that a sound funding policy may require employer contribution fluctuations
from year-to-year in order to achieve and maintain the sound actuarial financing of
benefits.

Intergenerational Equity — The costs of benefits, which are shared between the Sewerage
and Water Board and the employee Members, should be paid for by the generation that
receives the benefits rather than deferring those costs to future generations, whenever
possible, and in a manner consistent with the principle to pay all vested benefits when due
and without reduction.

Benefit Enhancements — Prior to adopting any amendments to the Pension Plan that
materially improve plan benefits, the actuary shall provide the Board of Trustees with an
analysis of the expected effect of the proposed amendment on the Pension Plan’s funded
ratio and the annual Actuarially Determined Contributions.

Sewerage and Water Board’s Funding Policy

The Funding Policy determines the manner in which plan liabilities and assets are measured for
purposes of calculating the annual employer contributions to the Pension Plan and determines the
level of the annual employer contributions. Typically, funding policies require the annual Normal
Cost (i.e., the present value of the current year benefit accruals) plus a portion of the Unfunded
Accrued Liability (UAL) (i.e., the excess of Actuarial Accrued Liability over Plan Assets) to be
funded via an amortization payment.
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In establishing this Funding Policy, the Board of Trustees considered published guidance from the
Conference of Consulting Actuaries Public Plans Community and the Government Finance
Officers Association. A detailed summary of this guidance, including many of the terms and
concepts utilized in the Funding Policy below, is located in the Appendix of this document.

Effective with the January 1, 2021 actuarial valuation, the following Funding Policy shall be used
for the Pension Plan:

1. Methods — The Sewerage and Water Board shall use the following methods as directed
by the Board of Trustees.

a. Recommended Contribution — The annual contribution shall be determined
using the Actuarially Determined Contribution (ADC) Method. The total
ADC shall be determined as the sum of the Normal Cost plus an amortization
of the Unfunded Accrued Liability (UAL) as further discussed below.

The Members’ portion of the ADC shall be determined under Section 8.2 of the
Rules and Regulations of the Employees’ Retirement System of the Sewerage
and Water Board of New Orleans (e.g., under current plan terms, for years
commencing after December 31, 2014, 6% of Earnable Compensation as
defined thereunder).

The Employer’s portion of the ADC shall be determined as the total ADC
reduced by the Members’ portion of the ADC.

b. Cost Method — The actuarial cost method shall be the Entry Age Normal Level
Percent of Pay method. Both the Normal Cost and the Actuarial Accrued
Liability shall be determined using this cost method.

c. Asset Method — As directed by the Board of Trustees, the Sewerage and Water
Board shall use a 7-year smoothed value of assets with a corridor, where such
smoothed value is defined below:

Market Value of Assets as of the valuation date equals Fair Value plus any
receivable contributions made or to be made for a prior plan year. The Plan
Assets shall be set equal to the Actuarial Value of Assets (AVA), where such
AVA equals Market Value less deferred net asset gains plus deferred net asset
losses relative to the assumed rate of return, which is 7.00% per year as of the
date of adoption of this Funding Policy. Market Value gains or losses are
recognized over a 7-year period at a rate of one-seventh per year. The AVA
shall have a 30% corridor such that it is adjusted to be neither in excess of 130%
of Market Value nor less than 70% of Market Value.
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d. UAL Amortization Method — The UAL amortization method shall be
determined as follows:

UAL Amortization Sewerage and Water
Method Options Board’s Method
Closed Period vs. Open Period Closed Period
Level Dollar vs. Level Percent Level Dollar
Single vs. Layered Layered

Sewerage and Water

Source of UAL Board’s UAL
Amortization Layers Amortization Period
Actuarial Experience Gain/Loss 25 years
Assumption and Method Changes 25 years
Plan Amendments 15 years
Transition to New Policy 29 years!

! The Actuarially Determined Contribution for the 2020 plan year was determined using a 30-
year open period amortization of the UAL. To determine the Transition UAL Layer to be
amortized, the 30-year amortization amount from the January 1, 2020 valuation shall be
changed from an open period to a closed period, where such amount is carried forward to
January 1, 2021 and amortized over the 29 years remaining on that amount.

As indicated above, the expected UAL as of January 1, 2021 prior to reflecting
any actuarial experience gains/losses, assumption/method changes or plan
amendments will be amortized over a 29-year period in order to transition to
this new funding policy.

The sum of the amortization layers as a percentage of total estimated annual
Earnable Compensation shall comprise the “Accrued Liability Contribution
Rate” as defined in Section 8.3(d) of the Rules and Regulations of the
Employees’ Retirement System of the Sewerage and Water Board of New
Orleans.

In any year in which the Pension Plan’s Funded Ratio equals or exceeds 100%
(i.e., the plan is in a surplus position), the unamortized portion of all outstanding
amortization layers shall be eliminated, and the total ADC for such year shall
be set equal to the Normal Cost. After five consecutive years of surplus, it shall
be evaluated whether the ADC shall include an amortization of the surplus as
an offset to the Normal Cost.

e. Contribution Methodology — Each year, the total ADC and the Employer’s
portion of the total ADC will be determined as a percentage of total estimated
Earnable Compensation for the calendar year containing the valuation date.
The Employer’s contribution each year shall be determined by applying the
percentage so determined to the actual Earnable Compensation paid during the
year.

SEWERAGE AND WATER BOARD OF NEW ORLEANS 4
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2. Other Considerations

a. Actuarial Experience Studies - The Board of Trustees shall authorize an
actuarial experience study from time-to-time to examine the Pension Plan’s
actual experience relative to the expected experience based on the actuarial
assumptions in effect.  Future experience studies will examine both
demographic assumptions and economic assumptions, including the investment
return assumption (i.e., the discount rate). Furthermore, future experience
studies will also review any changes to funding policy recommendations of the
GFOA and CCA since the last experience study, and consideration shall be
given whether to amend this Funding Policy for such recommendations. The
Board of Trustees shall adopt new actuarial assumptions and methods if
warranted based on the results of any such future actuarial experience study.
The next scheduled experience study will occur in 2024 and review plan
experience during the 5-year period ending December 31, 2023. Thereafter,
experience studies shall be conducted every five years. However, if
circumstances warrant an earlier evaluation, the Board of Trustees may
authorize a study earlier than scheduled and also may authorize the 5-year cycle
to be reset based on the date of such earlier study.

b. Risk-Sharing — If the ADC becomes untenable, then the Board of Trustees
reserves the right to examine adjustments to the Funding Policy, such as the use
of longer amortization periods (that remain within the recommended ranges)
while still meeting the Primary Funding Objectives, in order to reduce the ADC
or otherwise restore the ADC to a sustainable level. Furthermore, outside of
this Funding Policy and subject to the measures and procedures required to
amend the Pension Plan, the Board of Trustees may examine changes to the
Pension Plan in addition to or in lieu of changes to the Funding Policy.

The Board of Trustees reserves the right to amend, modify or replace this Funding Policy.

IN WITNESS THEREOF, I, GHASSAN KORBAN, Executive Director, Sewerage & Water
Board of New Orleans do hereby certify that the above document is a true and correct copy of the
Stand-Alone Funding Policy for the Employees’ Retirement System of the Sewerage and Water
Board of New Orleans adopted by the Board of Trustees through Resolution by a motion
duly made, seconded and unanimously passed at a duly called and held Board of Trustees meeting
on , 2021 and such Funding Policy is incorporated and made part of the Rules &
Regulations of the Employees’ Retirement System.

GHASSAN KORBAN, EXECUTIVE DIRECTOR
SEWERAGE AND WATER BOARD OF NEW ORLEANS
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Glossary of Actuarial Terms

Actuarial Accrued Liability This is computed differently under different actuarial cost
or Accrued Liability (AAL) methods. Generally, the Actuarial Accrued Liability or Accrued

Actuarial Gain (Loss)

Actuarial Value of Assets
(AVA)

Entry Age Normal
Actuarial Cost Method

Market Value of Assets

Normal Cost

Plan Assets

Present Value of Accrued
Benefits

Liability represents the portion of the Present Value of Future
Benefits attributed to periods of service preceding the valuation
date.

A measure of the difference between actual experience and that
expected based on the actuarial assumptions during the period
between two actuarial valuation dates, as determined in
accordance with the particular actuarial cost method used.

The value of assets used by an actuary for an actuarial valuation.
The AVA can be set equal to the Market Value of Assets, or the
AVA can be set equal to a smoothed value of assets that is
designed to smooth volatility in the Market Value of Assets over
a period of years (e.g., a three to ten year period).

An actuarial cost method under which the Present Value of Future
Benefits of each individual included in an actuarial valuation is
allocated on a level basis over the earnings or service of the
individual between entry age and assumed exit ages. The portion
of this actuarial present value allocated to the year of service
during the valuation year is called the Normal Cost. The portion
of this present value not provided for at a valuation date by the
Present Value of Future Normal Costs is called the Accrued
Liability.

Market Value of Assets as of a valuation date equals Fair Value
plus any receivable contributions made or to be made for a prior
plan year.

Computed differently under different actuarial cost methods, the
Normal Cost generally represents the portion of the actuarial
Present Value of Future Benefits attributed to the current year of
service for active employees.

Used interchangeably with Actuarial Value of Assets. See
definition of Actuarial Value of Assets above.

The actuarial present value of all accrued benefits (i.e., all benefits
attributed by the pension benefit formula to employee service and
compensation rendered prior to the valuation date).
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Present Value of Future
Benefits

Present Value of Future
Normal Costs

Unfunded Accrued
Liability (UAL)

Future benefits include all benefits estimated to be payable to plan
members (retirees and beneficiaries, terminated employees
entitled to benefits but not yet receiving them, and current active
members) as a result of their service through the valuation date
and their expected future service. The actuarial Present Value of
Future Benefits as of the valuation date is the present value of the
cost to finance benefits payable in the future, discounted to reflect
the expected effects of the time value (present value) of money
and the probabilities of payment.

The difference between the Present Value of Future Benefits and
the Actuarial Accrued Liability under a given actuarial cost
method.

The excess, if any, of the Actuarial Accrued Liability over the
Actuarial Value of Assets.
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Appendix

Published Guidance on Key Elements of a Funding Policy

The Funding Policy determines the manner in which plan liabilities and assets are measured for
purposes of determining the annual employer contributions to the Pension Plan and determines the
level of the annual employer contributions. Typically, funding policies require the annual Normal
Cost (i.e., the present value of the current year benefit accruals) plus a portion of the Unfunded
Accrued Liability (UAL) (i.e., the excess of Actuarial Accrued Liability over Plan Assets) to be
funded via an amortization payment.

Published guidance by the following entities has been considered in developing the Funding
Policy:

1. Conference of Consulting Actuaries Public Plans Community (CCA PPC) “Actuarial
Funding Policies and Practices for Public Pension Plans” published in October
2014 — This publication is a “white paper” that develops principal elements and parameters
of actuarial funding policy for U.S. public pension plans. The guidance offered in the white
paper “is not intended to supplant or replace the applicable Actuarial Standards of Practice
(ASOPs)” and is “nonbinding and advisory only”, but is intended as advice to actuaries
and retirement boards in setting funding policy. The white paper develops a Level Cost
Allocation Model that recommends actuarial funding methods for measuring both plan
liabilities and plan assets, as well as recommends amortization periods for funding the
UAL. These recommendations are discussed further below; and

2. Government Finance Officers Association’s Best Practice “Sustainable Funding
Practices for Defined Benefit Pensions and Other Postemployment Benefits”
approved by the GFOA’s Executive Board in January 2016 — This paper includes
recommendations for best practices for adopting a funding policy and incorporates by
reference the GFOA’s Best Practice “Core Elements of Funding Policy” published in 2013
which also recommends parameters for a funding policy.

Both sources of published guidance discuss the following key elements of a funding policy.

¢ Recommended Contribution — There are two methods used to determine recommended
employer contributions to Public Pension Plans:

» Fixed Rate Method — The Fixed Rate method determines the annual employer
contribution as a constant percentage (i.e., a fixed rate) of payroll. This method is
used to minimize volatility in the contribution amount and does not vary from year-
to-year absent the adoption of a new fixed rate.

However, if it is determined that the fixed rate is insufficient to maintain or improve
a pension plan’s funded ratio, there can be significant lags between when the rate
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becomes insufficient and when a new fixed rate is adopted by the governing entity,
potentially resulting in further reduction to the plan’s funded ratio in the meantime.

» Actuarially Determined Contribution (ADC) Method — The ADC is determined
as the sum of the Normal Cost plus an amortization of the UAL. The ADC changes
each year as the Normal Cost and UAL fluctuate. This volatility permits the plan
funding to be adjusted as needed in order to continue funding towards 100% over
a set period of time.

As discussed below, the Normal Cost and Actuarial Accrued Liability are
determined based upon the selected actuarial Cost Method, and the Plan Assets can
either be determined using Market Value or a smoothed Actuarial Value of Assets.
Lastly, the period(s) over which the UAL is amortized as well as the methods of
setting the period(s) (open period vs. closed period and level dollar amortization
vs. level percent of pay amortization) are also key components in the determination
of the ADC.

The GFOA recommends using the ADC method. The CCA PPC white paper is
written solely in the context of the ADC method; however, the white paper indicates that
plans that use the Fixed Rate method should also develop an ADC rate for comparison.

e Cost Method — The actuarial cost method is used to allocate the Present Value of Future
Benefits to past, current and future service periods.

» Actuarial Accrued Liability — This is the portion of the Present Value of Future
Benefits assigned to past service (i.e., service before the actuarial valuation date).

» Normal Cost — This is the portion of the Present Value of Future Benefits that is
assigned to the current year of service (i.e., it is the present value of the current
year’s accruals).

> Present Value of Future Normal Costs — This is the portion the Present Value of
Future Benefits that is assigned to future service after the valuation year (i.e., it
represents the present value of future years’ accruals).

The CCA PPC and the GFOA both recommend that plan liabilities be determined
using the Entry Age Normal Level Percent actuarial cost method for plans with pay-
related benefits. This method funds each individual’s benefits over their career as a level
percent of pay.

o Asset Method — Rather than use the Market Value of Assets in each annual valuation as
the measure of Plan Assets, an Actuarial Value of Assets (AVA) can be used to smooth
investment gains and losses and thus reduce year-to-year volatility in developing a funding
policy contribution. Some AVA methods also place a corridor around the Market Value
of Assets to limit the maximum amount of the smoothing during periods in which the
market has been very volatile.
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The CCA PPC and the GFOA have various recommended ranges for the length of
the period over which assets can be smoothed, but both indicate that a 7-year
smoothing period is reasonable. Furthermore, the CCA PPC and GFOA recommend
corridors for smoothing periods in excess of 5 years.

e Amortization Method — The amortization method determines the manner and period over
which the Unfunded Accrued Liability (UAL) is amortized.

> Level Dollar vs. Level Percent — The UAL can be amortized as a:

= [evel Dollar amount, where the amortization installment is the same each
year, or

»  [evel Percent amount, where the amortization installment increases each
year as payroll increases, but this can sometimes result in negative
amortization.

» Open Period vs. Closed Period — The UAL can be amortized over an:

= Open Period, whereby the amortization period is the same each year (e.g.,
a 30-year Open Period amortization would use a 30-year amortization for
the January 1, 2021 valuation, followed by another 30-year open period on
January 1, 2022 and so on without the 30-year period ever changing), or

® Closed Period, whereby the amortization period reduces each successive
period (e.g., a 30-year Closed Period amortization would use a 30-year
amortization for the January 1, 2021 valuation, followed by a 29-year closed
period on January 1, 2022 and so on until the final year of the amortization
is reached in the 30" year).

» Single Amortization vs. Layered Amortization — The UAL can be amortized
using:

= Single Amortization — Under the Single Amortization method, the full
amount of the UAL is amortized over a single period each year.

= Layered Amortization — Under the Layered Amortization method,
different amortization layers of the UAL are established at each actuarial
valuation, and the sum of the layers is equal to the full UAL. In addition,
within a single valuation, multiple layers of UAL can be established for
different sources of changes in the UAL. The Layered Amortization
method requires that a new amortization base (or layer) be created each year
for Actuarial Experience Gains/Losses that occur during the year. In
addition, new amortization layers are created in years in which actuarial
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assumptions or methods are changed and in years in which plan
amendments are enacted.

Creating a new amortization layer for each year reduces the volatility of the
amortization of the UAL relative to the Single Amortization method,
particularly as the Closed Period becomes shorter, if a Closed Period
amortization method is used. In addition, different amortization periods can
be used for different types of layers created in years in which actuarial
assumptions or methods are changed and in years in which plan
amendments are enacted. This allows the funding of each layer to be better
aligned with an appropriate amortization period.

As shown in the tables below, the CCA PPC and GFOA both recommend a Layered
Amortization approach with Closed Periods but with different amortization periods and
different recommendations for Level Dollar versus Level Percent.

Amortization Methodology

Method CCA PPC GFOA
Closed Period vs. Open Period Closed Period Closed Period
Level Dollar vs. Level Percent Level Percent! Either
Single vs. Layered Layered Layered
Amortization Period
Source of Amortization Layers CCA PPC! GFOA

Actuarial Experience Gain/Loss

15 to 20 years

15 to 25 years*

Assumption and Method Changes

15 to 25 years

15 to 25 years*

Plan Amendments

10 to 15 years®

15 to 25 years*

Transition to New Policy Up to 30 years® Not discussed

The white paper indicates that “level dollar could be appropriate for sponsors and plans that are particularly averse
to future cost increases, e.g., utilities setting rates for current rate payers.” Furthermore, the white paper states “level
dollar is generally faster amortization than level percent of pay so longer periods may be reasonable.”

2 The white paper recommends that Plan Amendments be amortized over the actual remaining active future service
for amendments affecting active members (where 15 years can be used as an approximation) or over actual remaining
retiree life expectancy for amendments affecting inactive members (where 10 years can be used as an approximation).

w

The white paper indicates that transition policies would allow current fixed period amortization layers with periods
not to exceed 30 years to continue with new amortization layers subject to recommended guidelines.

4 GFOA states that amortization periods should “ideally fall in the 15-20 year range” but “never exceed 25 years”.
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e Other Considerations — The CCA PPC and GFOA each recommend other
considerations to manage growth in plan liabilities and mitigate other risks.

» Actuarial Experience Studies - An actuarial experience study examines a
Pension Plan’s actual demographic and economic experience relative to the
expected experience based on the actuarial assumptions used in an actuarial
valuation. Adjustments should be made to the actuarial assumptions whenever
actual plan experience deviates materially from the assumptions in order to
produce the best long-term estimate and to better align the employer
contributions with the long-term expected cost of the plan.

The GFOA recommends an actuarial experience study be conducted at
least once every five years, and the CCA PPC does not address assumption
selection in its white paper.

» Risk Mitigation Strategies — Other strategies can be implemented to mitigate
risks, such as the risk of large contribution increases year-to-year, sharing risks
with employees via increased employee contributions or benefit reductions in
certain scenarios. Managing growth in plan liabilities via restrictions on plan
amendments should also be considered.

The CCA PPC and GFOA suggest various strategies for mitigating risks
and managing growth in plan liabilities, and the referenced publications
for each of these bodies suggest incorporating some risk mitigation
strategies into a plan’s funding policy.
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