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REGULAR MEETING OF THE ANNUITY AND PENSION BOARD 
EMPLOYES’ RETIREMENT SYSTEM OF THE CITY OF MILWAUKEE 

789 N. WATER ST. (Employes’ Retirement System) 
TUESDAY, NOVEMBER 22, 2022 – 9:00 A.M. 

 
Special Notice: Due to the COVID-19 pandemic, the meeting will be held remotely via video 
conference. Instructions on how to observe the meeting will be available on ERS’s website 
(www.cmers.com) prior to the meeting. 
 
Please note and observe the following remote attendance etiquette to ensure a smooth and 
productive meeting:  
• In order to cut down on background noise, participants in the meeting should put their phones 
on mute when they are not participating.  
• At the start of the meeting, the Chairman will announce the names of the members of the Board 
present on the call, as well as anyone else who will be participating.  
• Please request to be recognized by the Chairman if you would like to speak.  
• Those participating on the call should identify themselves whenever they speak, and should 
ensure that the other participants on the call can hear them clearly. 
 

REGULAR MEETING  

I. Approval of Minutes. 
 

A. Regular Meeting Held October 25, 2022. 
 

II. Chief Investment Officer Report. 
 
III. Investment Committee Report. 
 

A. Approval of Recommendation Regarding UBS Hedge Fund Solutions Allocation. 
B. Approval of Statement of Investment Policy Update. 

 
IV. New Business. 
 

A. Approval of Property and Excess Liability Insurance Renewal. 
B. Discussion of Recommendations from the Five-Year Experience Study. 
C. Retirements, Death Claims, and Refunds (October). 
D. Approval of Contract for Independent Reviewer/Hearing Examiner –  

Paul F. Reilly. 
E. Proposed Change to Board Rule III.E. 
F. Conference Requests – November 2022 Board Meeting. 
G. Proposed 2023 Board and Committee Meeting Dates. 
H. Pension Board Election Results. 

http://www.cmers.com/
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Please be advised that the Annuity and Pension Board may vote to convene in closed session on 
the following item (I.), as provided in Section 19.85 (1)(c), for considering employment, 
promotion, compensation or performance evaluation data of any public employe over which the 
governmental body has jurisdiction or exercises responsibility. The Board may then vote to 
reconvene in open session following the closed session. 
 

I. Approval of ERS Executive Staff Compensation. 
 

V. Medical Reports. 
 

A. All Duty & Ordinary Disability Applications & Re-examinations (November). 
 

VI. Unfinished Business. 
 

A. Pending Legal Opinions and Service Requests Report. 
B. Pending Legislation Report. 
C. Executive Director’s Report – Inventory of ERS Projects. 

 
VII. Informational.  
 

A. Pending Litigation Report.  
 B. Conferences. 

C. Class Action Income 2022 YTD. 
D. Adjusted Quarterly Cost Basis of Equity. 
E. Minutes of the Administration & Operations Committee Meeting Held 

October 19, 2022. 
F. Report on Bills. 
G. Deployment of Assets. 
H. Securities Lending Revenue and Budget Report. 
I. Preliminary Performance Report and Asset Allocation. 
 
 
 

MEETING REMINDERS 

INVESTMENT COMMITTEE MEETING  
THURSDAY, DECEMBER 08, 2022 – 9:00 A.M. 
789 N. WATER ST. 

ADMINISTRATION & OPERATIONS COMMITTEE MEETING  
THURSDAY, DECEMBER 15, 2022 – 9:00 A.M. 
789 N. WATER ST. 

REGULAR MEETING OF THE ANNUITY AND PENSION BOARD  
TUESDAY, DECEMBER 20, 2022 – 9:00 A.M. 
789 N. WATER ST. 



 
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

I. 
 

APPROVAL OF MINUTES 
 

A. Regular Meeting Held October 25, 2022. 
 

 
 

 



 

               EMPLOYES' RETIREMENT SYSTEM OF THE CITY OF MILWAUKEE 
ANNUITY AND PENSION BOARD 

 
Minutes of the Regular Meeting 

held October 25, 2022 via teleconference during COVID-19 
  

The meeting was called to order at 9:05 a.m. 
 
Board Members Present:   Matthew Bell, Chair  
     James Campbell 

Deborah Ford 
Tom Klusman 

     Rudolph Konrad 
     Nik Kovac 
     Aycha Sawa  
 
Board Members Not Present:  Molly King  

 
Retirement System Staff Present: Jerry Allen, Executive Director 
     Melody Johnson, Deputy Director 
     Daniel Gopalan, Chief Financial Officer 
     David Silber, Chief Investment Officer 
     Erich Sauer, Deputy Chief Investment Officer 
     Dave Walters, Senior Pension Investment Analyst 
     Thomas Courtright, Pension Investment Analyst 
     Gust Petropoulos, Deputy Director – Disability 

Mary Turk, Business Operations Analyst 
Jan Wills, Board Stenographer     

 
Others Present: Bryant Ferguson, Chinonso Osuji, Reinhart; Harper Donahue IV, Andrea 
Knickerbocker, Department of Employee Relations; Kathy Block, Patrick McClain, City 
Attorney’s Office; Terry Siddiqui, DS Consulting, Inc., 10 members of the public called in to the 
meeting. 

Regular Meeting. 

At this point, due to some conflicts, Mr. Bell took the meeting out of order to closed session item 
IV.C. New Business, ERS Executive Staff Compensation. 

New Business. 
 

Mr. Bell advised that the Annuity and Pension Board may vote to convene in closed session on the 
following item, as provided in Section 19.85 (1)(c), for considering employment, promotion, 
compensation or performance evaluation data of any public employe over which the governmental 
body has jurisdiction or exercises responsibility. The Board may then vote to reconvene in open 
session following the closed session. 
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 ERS Executive Staff Compensation. 
 
It was moved by Mr. Campbell, seconded by Mr. Klusman, and unanimously carried to 

convene in closed session by the following roll call vote: AYES: Mses. Ford, and Sawa; Messrs. 
Bell, Campbell, Klusman, Konrad, and Kovac. NOES: None. 

 
The Board convened in closed session at 9:07 a.m. 
 

Ms. King arrived at 9:15 a.m. 
 
The Board reconvened in open session at 9:43 a.m. 
 
Mr. Campbell left the meeting at 9:45 a.m. 
 
At this point, Mr. Bell returned the meeting to the order of the meeting at I.A. Approval 

of Minutes, Regular Meeting Held September 28, 2022. 
 

Approval of Minutes. 

Regular Meeting Held September 28, 2022. It was moved by Ms. Sawa, seconded by 
Mr. Konrad, and unanimously carried, to approve the Minutes of the Regular Meeting Held 
September 28, 2022.  
 
Chief Investment Officer Report. 
 
Mr. Bell advised that the Annuity and Pension Board may vote to convene in closed session on the 
following item, as provided in Section 19.85(1)(e), Wisconsin State Statutes, to deliberate or 
negotiate the purchasing of public properties, the investing of public funds, or conducting other 
specified public business, whenever competitive or bargaining reasons require a closed session. 
The Board may then vote to reconvene in open session following the closed session. 
 

Approval of Apogem Private Equity Fund X, LP Side Letter. 
 

It was moved by Mr. Klusman, seconded by Ms. King, and unanimously carried to convene 
in closed session by the following roll call vote: AYES: Mses. Ford, King, and Sawa; Messrs. Bell, 
Klusman, Konrad, and Kovac. NOES: None. 

 
The Board convened in closed session at 9:46 a.m. 
 
The Board reconvened in open session at 9:54 a.m. 

 
 It was moved by Ms. Ford, seconded by Mr. Klusman, and unanimously carried, to approve 
the Approval of Apogem Private Equity Fund X, LP Side Letter. 
 
Chief Investment Officer Report. As a matter of information, Board members received the 
October 25, 2022 Performance Update. Mr. Sauer noted the Fund as of September 30, 2022, had 
a value of $5.28 billion. He said the Fund return of -5.9% in September, net of fees, outperformed 
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by approximately 93 basis points. He said the primary relative performance driver under Manager 
Selection was Private Equity, which added 155 basis points. Mr. Sauer said Real Estate detracted 
50 basis points, and Overweight to Private Equity detracted 33 basis points. Mr. Sauer noted the 
Fund outperformed the benchmark in all time periods shown. He said the Fund return, through 
October 24th was up 1.6% month-to-date. Mr. Sauer said the Fund return is down 10.0 percent year 
to date and the Fund value is $5.36 billion. He noted 10 out of the Fund’s 15 active mandates are 
outperforming year to date, and the Public Equity, Fixed Income, Private Equity, and Absolute 
Return asset classes, along with the Total Fund, are outperforming their benchmarks year to date. 
Mr. Sauer said the Fund has seen a year-to-date change in the value of its investments of 
-$605.5 million, paid benefits & expenses of $355.4 million, and received contributions of $102.7 
million. He said the monthly withdrawals for benefit payments are $16.5 million from Reams and 
$11.5 million from Loomis Sayles. Mr. Sauer noted there were other cash movements this month 
as $32.5 million was contributed to Aptitude to continue funding that new mandate and that came 
from a $25 million withdrawal from the ERS’ government bond index. He said $14 million dollars 
was moved from the S&P 500 into the AQR emerging markets fund in order to move the Public 
Equity structure closer to the structure approved by the Board recently. Mr. Sauer said they would 
receive $28 million from UBS at the end of the month to get UBS closer to its target. He noted 
UBS is the best-performing manager year-to-date. Discussion ensued.  
 
 Mr. Silber followed with some prepared remarks and said Private Equity, Real Estate, and 
Absolute Return, over a decade ago, were less than 10% of the Fund’s assets. He said now they 
are about one-third of the Fund’s assets. Mr. Silber directed the Board to the 10-Year Rolling 
Excess Returns chart and noted they are adding value in difficult market conditions and are close 
to a cyclical high. Mr. Silber said the November 10th Investment Committee Meeting packet would 
be sent out at the end of next week. He said at the end of last month, it was announced that the 
UBS portfolio manager for the hedge fund strategy would be retiring from his current role on 
March 1, 2023. He said the new portfolio manager would present virtually at the November 
meeting. Mr. Silber said UBS is one of the ERS’ largest managers with a 7% target of the Fund’s 
assets. Mr. Silber also noted that conversations with Callan have begun about conducting an ALM 
study in 2023 as a result of the significant changes between Callan’s preliminary 2023 and 2022 
capital market assumptions.  Mr. Silber noted Callen recommends waiting until the 2023 capital 
market assumptions are finalized before initiating an ALM study. He concluded that at the 
November meeting, there would be the 3rd Quarter Performance Report, an update on the Real 
Estate manager search, as well as due diligence reports.     
 
Administration & Operations Committee Report. Ms. Sawa reported on the Special A&O 
meeting on October 19, 2022 and said the Committee is looking to be in alignment with the Internal 
Audit Charter to see which audit standards CliftonLarsenAllen is using. She said the standards 
would be finalized in December. She next mentioned, is the three-month extension for the banking 
services contract. She said the A&O Committee recommended approval of the contract extension. 
Ms. Block said the reason for the extension with the current incumbent is to give her more time to 
negotiate a new contract as other office demands and the upcoming election have used her time.  
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 Approval of Contract for Banking Services. 
 
 It was moved by Mr. Konrad, seconded by Mr. Klusman, and unanimously carried, to 
approve the three-month extension for the Approval of Contract for Banking Services. 
New Business. 
 
 Retirements, Death Claims, and Refunds (September). Mr. Allen presented the 
following activity for the months of September 2022. 
 

Active Death Benefits reported    $0.00 
 
Deferred Death      $16,332.42 

 
Deferred Death-Member Only Refund   $0.00 

 
  Ordinary Death Benefits reported    $316,132.23  
  
  Retired Death Benefits reported    $21,642.22 
 

Survivor Death – Termination Benefits reported  $15,247.28 
   
  Refund of Member Contributions paid   $246,016.41 
 
 It was moved by Ms. Sawa, seconded by Ms. King, and unanimously carried, to approve 
the Retirements, Death Claims, and Refunds (September 2022). 
 

Conference Requests – October 2022 Board Meeting. Staff presented the Conference 
Requests this month. 

 
Erich Sauer, Mesirow Due Diligence  
Dave Walters, 
Tom Courtright 
Sponsor:   Mesirow     
Location:   Chicago, IL   
Date:     November 17, 2022    
Estimated Cost:  $75.00 per person 
 
Erich Sauer, Polen and Earnest Due Diligence 
Thomas Courtright   
Sponsor:   Polen and Earnest     
Location:   Boca Raton, FL and Atlanta, GA   
Date:     December 13-15, 2022    
Estimated Cost:  $1,750.00 per person 

 
It was moved by Mr. Klusman, seconded by Ms. Ford, and unanimously carried, to approve 

the Conference Requests – October 2022 Board Meeting. 
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Medical Reports.    
 
 All Duty & Ordinary Disability Applications & Re-examinations (October). Staff 
presented certifications (October 2022) of the Fire and Police Medical Panel Physicians and the 
Medical Council relative to Duty & Ordinary Disability Retirement benefits as follows: 

          
Police – Re-examinations – Duty   Recommendation 
 
Anthony Bialecki     Approval 
Natasha Padgett     Approval    
  
Police – Re-examinations – Ordinary   Recommendation 
 
Todd Rendon      Approval 
Cassandris Smith     Approval     
 
Fire – Re-examinations – Duty   Recommendation 
 
Kenneth Berget     Approval 
Chad Hendricks     Approval 
Anthony Korducki     Approval 
Martin Kozlowski     Approval 
Thomas Ptak      Approval     
 
GC – Re-examinations – Duty   Recommendation 

 
Tina Swanson      Approval 
 
GC – Application – Ordinary    Recommendation 
 
Craig Winstead     Approval 
             
It was moved by Ms. Ford, seconded by Ms. King, and unanimously carried, to approve 

the Duty & Ordinary Disability Applications & Re-examinations (October). 
 
Unfinished Business. 

 Pending and Legal Opinions and Service Requests Report. As a matter of information, 
Board members received the Pending Legal Opinions and Service Requests Report. Mr. McClain 
said the Same-Sex spouse opinion is complete and required a few minor non-substantive revisions 
and will be on the schedule for the November meeting. He also noted the Service Credit request 
will be resolved by existing opinions and he is conducting a review from the City Attorney opinion 
library. Mr. McClain said a draft for the Indemnification Agreement would be discussed at the 
November meeting. 
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 Pending Legislation Report. As a matter of information, Board members received the 
Pending Legislation Report. Staff commented that there was no new activity to report from last 
month.  

  Executive Director’s Report – Inventory of ERS Projects. As a matter of information, 
Staff presented a report on the ERS projects and updated the Board on ERS activities, a copy of 
which is on file with the ERS. Discussion ensued. 

Informational.  
 
 The following is a list of informational items: 
 

1) Pending Litigation Report. 
2) Conferences. 
3) Class Action Income 2022 YTD. 
4) Minutes of the Investment Committee Meeting Held September 8, 2022. 
5) Minutes of the Administration & Operations Committee Meeting Held 

September 21, 2022. 
 

The following is a list of activities since the last Board meeting, copies sent with meeting notice 
and attached to minutes: 
 

6) Report on Bills. 
7) Deployment of Assets. 
8) Securities Lending Revenue and Budget Report. 
9) Preliminary Performance Report and Asset Allocation. 

 
Mr. Bell accepted and placed the Informational items on file. 
 
There being no further business to come before the meeting, it was moved by Ms. King 

and seconded by Mr. Kovac, to adjourn the meeting. 
 
Mr. Bell adjourned the meeting at 10:26 a.m. 

 
 
 
 
 
Bernard J. Allen 
Secretary and Executive Director 
 
 
 
 
NOTE: All proceedings of the Annuity and Pension Board Meetings and related Committee 
Meetings are recorded. All recordings and material mentioned herein are on file in the office of 
the Employes’ Retirement System, 789 N. Water Street, Suite 300.) 



 

 
 
 
 
 
 
 
 
 
 
 
 

II. 
 

CHIEF INVESTMENT OFFICER REPORT 
 

 



Fund as of October 31, 2022

Return Data
Source Data: Monthly Return

1 Month YTD 1 Year 5 Year 10 Year 15 Year 20 Year

Total Fund (net) 3.2 -8.6 -6.2 6.4 8.1 5.5 7.8

ERS Benchmark 2.6 -12.5 -11.4 5.1 7.3 5.2 7.1

Return Std Dev
Tracking 

Error

Info 
Ratio 
(arith)

Sharpe 
Ratio Alpha Beta

Total Fund (net) 7.8 10.3 2.5 0.3 0.6 0.0 1.1

ERS Benchmark 7.1 9.2 -- -- 0.6 0.0 1.0

Total Fund - 20-Year Risk & Return Data

Milwaukee Employes' Retirement System - November 22, 2022

*Fund value of $5.41b.          

*Fund return of 3.2% in October, 
gross of fees, outperformed by 
approximately 56bp.

*Primary Relative Perf. Drivers:
Manager Selection            
     DFA Mandates                18bp
     Brandes                            11bp
     Blair                                  10bp
Style Bias                              28bp
     US Value & Small Added
     International Detracted
Overall Allocation             -16bp 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             

*Fund has outperformed 
benchmark in all time periods 
shown.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   
Nov. Update (11/15/22 estimates)
*Fund return           3.3% MTD           
*Fund return          -5.7% YTD 
*Fund value            $5.58b  

*10 out of 16 active mandates 
outperforming YTD.

*Public Equity, Fixed Income, 
Private Equity, and Absolute 
Return asset classes, along with 
Total Fund, outperforming their 
respective benchmarks YTD.

*Investment Change:  - $348.2m    
*Benefits & Expenses:     393.2m 
*Contributions:                 105.2m
                                         
Monthly Withdrawals:                     
Blair $9.5m, Brandes $9.5m, 
Principal $6m, Polen $4.5m

Public Equity, 
42.9

Fixed Income, 
19.5

Real Assets, 
13.8

Private Equity, 
13.4

Absolute 
Return, 10.4

ERS Allocation as of October 31, 2022

ERS allocation weights may not total 
100% due to rounding

0.4

-3.5

3.4

-1.1

0.8

-5.0 -2.5 -- 2.5 5.0

Absolute Return

Fixed Income

Private Equity

Public Equity

Real Assets

Asset Allocation vs Policy as of October 31, 2022



1 Month YTD 1 Year 5 Year 10 Year 15 Year 20 Year Return Std Dev
Sharpe 
Ratio

Max 
Drawdown

Public Equity 7.5 -19.2 -18.0 6.0 9.5 5.5 8.6 Public Equity (net) 6.5 15.6 0.4 -25.3

Public Equity (net) 7.5 -19.4 -18.3 5.6 9.2 5.1 8.2 Fixed Income (net) 0.7 6.3 0.0 -13.6

Public Equity Benchmark 6.2 -21.1 -20.2 5.0 8.7 5.1 7.9 Absolute Return (net) 5.4 10.1 0.5 -27.1

MSCI ACWI IMI NR USD 6.2 -21.1 -20.2 5.0 8.0 4.3 8.1

1 Month YTD 1 Year 5 Year 10 Year 15 Year 20 Year
Fixed Income -0.7 -10.0 -9.9 -0.2 1.2 3.5 4.6 1 Month YTD 1 Year 3 Year 5 Year 7 Year
Fixed Income (net) -0.7 -10.1 -10.0 -0.4 1.1 3.4 4.5 Absolute Return (net) 0.8 21.2 23.5 4.8 5.3 5.3
Bbg US Agg Bond TR USD -1.3 -15.7 -15.7 -0.5 0.7 2.6 3.0 90-Day T-Bill + 3% 0.5 3.8 4.4 3.7 4.2 4.0

Return Data
Return Data

Milwaukee Employes' Retirement System - November 22, 2022

Risk Adjusted Returns (6/30/14 - 10/31/22)Return Data



 
 
 
 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 

III. 
 

INVESTMENT COMMITTEE REPORT 
 

A. Approval of Recommendation Regarding UBS Hedge Fund Solutions Allocation. 
B. Approval of Statement of Investment Policy Update. 

 



 

 

 
 

STATEMENT OF INVESTMENT POLICY 
Updated NovemberSeptember 2022 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

THE EMPLOYES’ RETIREMENT  
SYSTEM OF THE CITY OF MILWAUKEE 

789 N. Water Street, 3rd Floor 
Milwaukee, WI 53202 

(414) 286-3557 
 
 

 
 
 
 
 
 
 
 
 
Individual manager guidelines are updated upon Annuity and Pension Board Approval 
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To fulfill such responsibilities, the Trustees are authorized and in the case of Investment Managers, 
required to retain professional experts including but not limited to: 
 

1. Staff:  The Retirement Staff (“Staff”), as designated by the Board is the agent of the Board. 
The Board does not delegate investment management responsibility through the use of its 
Staff. Staff duties include: 

 
A. Monitoring Investment Managers for adherence to policies and guidelines. 
 
B. Evaluating and managing the relationships with the Investment Consultant to ensure they 

are providing all necessary assistance to Staff and the Board as agreed to in service 
contracts. 

 
C. Monitoring the Investment Consultant’s manager search process, and conducting due 

diligence on any Investment Manager selected for hire by the Investment Committee that 
was considered and recommended to ERS by its Investment Consultant. 

 
D. Identifying Investment Managers to withdraw funds from, and taking actions necessary 

to raise cash from the identified Investment Managers to pay Fund benefits, Fund 
expenses, and Fund capital call commitments, as necessary. Given there are many factors 
that are considered when deciding how much money to withdraw from Investment 
Managers at a given time, Staff retains discretion in its implementation of raising funds 
from Investment Managers. That said, Staff will strive to minimize the subjectivity 
involved in raising funds by implementing a process that works within the framework of 
the target allocations stated within the Investment Policy, the Asset Allocation memo 
dated September 2, 2021, and each asset allocation’s respective structure.  Staff will 
include a report on cash activity at the regularly scheduled Board meetings.   
 

E. In the rare instance when the Fund has a cash-flow positive month (i.e. contributions are 
greater than cash outflows), Staff may deposit funds into Investment Managers if their 
strategy is below the target allocation approved within each asset allocation’s respective 
structure or the Asset Allocation memo dated September 2, 2021.  Staff will include a 
report on cash activity at the regularly scheduled Board meetings.   

 
F. Restructuring the portfolio following manager terminations with the assistance of its 

Investment Consultant and Investment Manager(s). 
 
G. Organizing and/or participating in any special research required to manage the Fund more 

effectively and in response to any questions raised by the Board. 
 
H. Supporting the Board in the development and approval of the Investment Policy 

Statement, implementing the Policy Statement and reporting at least monthly on 
investment activity and matters of significance. 

 
I. Ensuring the Investment Managers conform to the terms of their contracts and that 

performance monitoring systems are sufficient to provide the Board with timely, accurate 
and useful information. 
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TARGET ALLOCATIONS 
 
The Board has determined that the following asset allocation policy is appropriate for the Fund. This 
allocation policy will be reviewed periodically and may be modified, if appropriate, in light of changes 
in the structure or goals of the Fund. The following asset allocation policy reflects interim Maximum 
and Minimum ranges for the Fixed Income and Absolute Return allocations, respectively, that were 
approved by the Board at its September 2021 meeting.  

 
Public Equity 

  
Target 

 
Minimum 

 
Maximum 

                Domestic Equity     
 Passive Large Cap               7.8%   
 Active Large Cap               5.0%   

Active Mid/Small Cap               7.0%   
     
      Total Domestic Equity  19.8% 15.8% 23.8% 
     
      Total International Equity  15.4% 12.4% 18.4% 
     
      Total Global Equity  8.8% 4.8% 12.8% 
     
Total Public Equity  44% 39% 49% 
     
Fixed Income     
           Cash  1% 0% 2.0% 
      Passive Fixed Income  5.5%   
      Core Opportunistic Fixed Income  16.5%   
     
     Total Fixed Income  23%       17.519%*   3026%** 
 
Real Assets 

    

      Private Real Estate  9.7%   
      Public Diversified Real Assets  3.3%  1.3% 5.3% 
 
Total Real Assets 
 

  
13% 

 
10% 

 
16% 

Private Equity             10%                    7%               15% 
 

Absolute Return 
 

                   10%              76%**              15% 

     
Total  100%   
     

 
*Fixed Income Minimum range lowered on an Interim basis from 20% to 17.59% inat the  SeptNovember 2022 Board meeting 
for the purpose of providing Staff with additional flexibility to fund a new Absolute Return strategy and to make monthly benefit 
payments to beneficiaries. Absent further action, the Minimum Fixed Income range will revert back to 20% on MarchFebruary 1, 
2023. 
**Reflects Interim Maximum and Minimum ranges approved by the Board at its September 2021 meeting. 



 

 
 
 
 
 
 
 
 
 

IV. 
 

NEW BUSINESS 
 

A. Approval of Property and Excess Liability Insurance Renewal. 
B. Discussion of Recommendations from the Five-Year Experience Study. 
C. Retirements, Death Claims, and Refunds (October). 
D. Approval of Contract for Independent Reviewer/Hearing Examiner –  

Paul F. Reilly. 
E. Proposed Change to Board Rule III.E. 
F. Conference Requests – November 2022 Board Meeting. 
G. Proposed 2023 Board and Committee Meeting Dates. 
H. Pension Board Election Results. 

Please be advised that the Annuity and Pension Board may vote to convene in closed session on  
the following item (I.), as provided in Section 19.85 (1)(c), for considering employment, 
 promotion, compensation or performance evaluation data of any public employe over which the 
governmental body has jurisdiction or exercises responsibility. The Board may then vote to  
reconvene in open session following the closed session. 

 
I. ERS Executive Staff Compensation. 
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Package and Excess Liability 
Insurance Proposal 
Policy Term December 1, 2022 – December 1, 2023 
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Disclaimer 
This renewal proposal document is furnished as a matter of information for your convenience.  It only 
summarizes the proposed policies, and does not reflect all of the terms, conditions, and exclusions of said 
policies.  Moreover, the information contained herein reflects proposed coverage as of the effective dates 
of the proposed policies and does not include subsequent changes.  This document does not alter, amend, 
or extend the coverage afforded by the insurance policies themselves. 
 
As respects coverage placed on claims made contracts, coverage is provided for claims first made against 
the Insured during the policy period.  Any claim made against an Insured must be reported during that policy 
period.  Hays Companies highly recommends ensuring all events which trigger the definition of Claim within 
the policy, even if they are under the retention/deductible, are reported to the current insurance carrier 
under the current policy period prior to expiration. 
 

IMPORTANT NOTE  

These quotations are conditioned upon there being no material change in risk between the date of this proposal and the 
inception date of the proposed coverage.  In the event of such change, the underwriter(s) may, at their sole discretion, modify or 
withdraw the quotation.  The coverage afforded hereunder may not be accepted after the quotation expiration date set forth 
above. 

Hays Companies Inc highly recommends ensuring all events which trigger the definition of Claim within the policy, even if 
they are under the retention/deductible, be reported to the current insurance carrier under the current policy period to 
expiration. 

 

Package and Excess Liability Premium Summary 

COVERAGE 
DECEMBER 1, 2021 –  
DECEMBER 1, 2022 

PREMIUM 

DECEMBER 1, 2022 –  
DECEMBER 1, 2023 

PREMIUM 

% CHANGE 

Package Premium  
(Includes Terrorism) 

$8,399 $9,100 8.3% Increase 

Property Limit $6,467,790 $6,791,180 5.0% Increase 

Property Deductible $1,000 $1,000 N/A 

$5Mil Excess Liability Premium 
(Includes Terrorism) 

$4,325 $4,700 8.7% Increase 

Total Policy Year Premium  $12,724 $13,800 8.5% Increase 

Payment Plan 
Hanover: Direct Bill – Annual Payment.  The ERS may have already received an invoice direct from 
Hanover regarding these policies 
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Marketing Efforts 
We are pleased to provide the Employes’ Retirement System of the City of Milwaukee with the December 
1, 2022 – 2023 Office Package and Umbrella Liability insurance renewal. 

We marketed the ERS Package and Umbrella Liability coverage to Hanover (the incumbent insurer) and 
Acuity and EMC Insurance Company.  We are recommending renewing the Hanover Package and 
Excess Liability coverage, with a total annual premium of $13,800, even though the EMC total annual 
premium was slightly lower at $13,724, as the Hanover renewal offers broader coverage in certain areas 
and a $1,000 property deductible. 
 
The quote we negotiated with EMC Insurance Company was for $13,724 in total Package and Excess 
Liability premium.  EMC’s property deductible is $2,500 (Hanover has a $1,000 deductible) and some of 
the sublimited property coverages were lower than Hanover.  In addition, the EMC General Liability 
coverage was quoted with a $500,000 limit for Damage to Premises Rented to You, while Hanover has 
$1,000,000 limit. Finally, EMC also required a Protective Safeguards endorsement for sprinklered 
locations, which Hanover does not.  For the above reasons and the fact that Hanover has been a 
consistent partner to ERS, we are recommending renewing with Hanover.  
 
Acuity declined to offer a quote as they are not a market for governmental entities. 

For this renewal the overall Hanover total annual premium is up 8.5% or $1,076. Hanover also has a 5% 
automatic inflation guard percentage built in Business Personal Property values. 

Currently the ERS purchases a $5,000,000 Excess Liability Policy. 
 

Subjectivities - Hanover:  

• None 
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Market Security Analysis 
 

Insurer Line of Coverage AM Best 
Rating 

Financial 
Strength 
Rating 

Outlook 

Credit 
Rating 

Outlook 

Citizens Insurance Company 
of America (Hanover) 

Package A / XV Stable Stable 

The Hanover Insurance 
Company 

Excess Liability  A / XV Stable Stable 

 
For more information see the Best Ratings System page provided at the end of this proposal, or go to the 
web and visit:  http://www.ambest.com/ratings/index.html 
  

http://www.ambest.com/ratings/index.html
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ERS Office Package (Property/ General Liability and Crime) 
Policy Term December 1, 2022 – December 1, 2023 
 

 

Named Insured: Employes’ Retirement System of the City of Milwaukee  

Insurance Company: Citizens Insurance Company of America (Hanover) 
 
Property Coverage 

 Expiring 
Hanover 

Renewal 
Hanover 

Business Personal Property including 
Electronic Data Processing (Equipment & 
Media) located at 789 Water Street, Suite 300 
(Location 1) 

$4,432,050 
 

$4,653,653 
(Automatic 5% inflation 

increase) 

Business Personal Property including 
Electronic Data Processing (Equipment & 
Media) located at 10850 W. Park Place Suite 
450 
(Location 2) 

$901,740 
 

$946,827 
(Automatic 5% inflation 

increase) 

Business Personal Property including 
Electronic Data Processing (Equipment & 
Media) located at 5830 Femrite Drive, 
Madison, WI 
(Location 3) 

$1,134,000 
 

$1,190,700 
(Automatic 5% inflation 

increase) 

Business Income / Extra Expense Actual Loss Sustained 
Basis – 12 Months 

Actual Loss Sustained 
Basis –12 Months 

Valuation Replacement Cost Replacement Cost 

Co-insurance Agreed Value Agreed Value 

Extended Business Income 90 Days 90 Days 

Extended Period of Indemnity 60 Days Included 60 Days Included 

Equipment Breakdown Coverage Included Included 

Emergency Event Management $10,000 $10,000 

Expediting Expense $25,000 $25,000 

Extra Expense $50,000 $50,000 

Fine Arts Included in $250,000 
Basket Limit of Insurance 

Included in $250,000 
Basket Limit of Insurance 

Accounts Receivable Included in $250,000 
Basket Limit of Insurance 

Included in $250,000 
Basket Limit of Insurance 

Valuable Papers Included in $250,000 
Basket Limit of Insurance 

Included in $250,000 
Basket Limit of Insurance 

Debris Removal $100,000 $100,000 
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 Expiring 
Hanover 

Renewal 
Hanover 

Sewer Backup $100,000 $100,000 

Pollutant Clean-Up Removal $50,000 $50,000 

Property in Transit $100,000 $100,000 

Preservation of Property 90 Days 90 Days 

Preservation of Property – Expense $25,000 $25,000 

 

 Expiring 
Hanover 

Renewal 
Hanover 

Newly Acquired – Business Personal Property $250,000 $250,000 
Temporary Relocation of Property $50,000 $50,000 
Unnamed Locations $100,000 $100,000 
Utility Services – Direct Damage 
Utility Services – Business Income 

$50,000 
$50,000 

$50,000 
$50,000 

Computer and Funds Transfer Fraud $50,000 $50,000 
Employee Theft Including ERISA $100,000 $100,000 
Employee Tools and Work Clothing $10,000 $10,000 
Forgery or Alteration $50,000 $50,000 
Money & Securities $25,000 $25,000 
Terrorism Included Included 
Property (Including Glass) $1,000 $1,000 
Business Income 24 Hours 24 Hours 

Hanover Policy includes but is not limited to: (Policy form is available for full detail): 

Exclusions; 

• Loss Due to Virus or Bacteria 
• Additional Exclusions are built into the base policy forms as well 

Hanover Extensions and Amending Endorsements; 

• Special Provisions – Loss Payee for:  
• Druml Marine LLC, 10425 W. North Ave. Suite 245, Milwaukee, WI 53226 
• Business Income (and Extra Expense) Coverage Form – Actual Loss Sustained 
• Emergency Event Management 
• Silver Property Broadening Endorsement 
• Business Income Changes – Beginning of the Period of Restoration 
• Equipment Breakdown Coverage (Including Electronic Circuitry Impairment) 
• Equipment Breakdown Coverage Part Equipment Breakdown Coverage Schedule 
• Causes of Loss – Special Form 
• Building and Personal Property Coverage Form 
• Commercial Property Conditions 
• Wisconsin Changes 
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Crime Coverage 
There is a nominal amount of crime coverage included under the Hanover Package policy however, the 
ERS is included as an Insured under the City of Milwaukee’s Crime policy where more substantial limits 
and broader coverage terms are present. 

General Liability Coverages 

 Expiring 
Hanover 

Renewal 
Hanover 

General Aggregate $2,000,000 $2,000,000 

Products / Completed Operations Aggregate Included in General 
Aggregate 

Included in General 
Aggregate 

Personal and Advertising Injury $1,000,000 $1,000,000 

Each Occurrence Limit $1,000,000 $1,000,000 

Damage to Premises Rented to You $1,000,000 $1,000,000 

Medical Payments – Any One Person $10,000 $10,000 

Auto Coverage: Hired & Non-Owned Auto Liability 
Only 

$1,000,000 $1,000,000 

 

Hanover Policy includes but is not limited to the following: (Policy form is available for full detail): 

Exclusions; 

• Asbestos Liability 
• Access or Disclosure of Confidential or Personal and Data-related Liability – With Limited 

Bodily Injury Exception 
• Employment-Related Practices Exclusion 
• Fungi or Bacteria 
• Punitive Damages Related to a Certified Act of Terrorism 
• Silica or Silica Related Dust 
• Additional Exclusions are built into base policy forms as well 

Hanover Extensions and Amending Endorsements; 

• Commercial General Liability Broadening Endorsement 
• Commercial General Liability Enhancement Endorsement 
• Commercial General Liability Coverage Form - Occurrence 
• Business Auto Coverage Form 
• Wisconsin Changes 
• Wisconsin Changes – Amendments of Policy Conditions 
• Cap On Losses From Certified Acts of Terrorism 
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•  

IMPORTANT NOTES: 

• This policy includes Hired and Non-Owned Automobile Liability Coverage. Therefore, when you hire 
an auto on ERS company business, you do not need to buy the liability coverage. However, you 
should purchase physical damage coverage for the rental vehicle, unless you want to self-insure that 
exposure. 

• The ERS maintains its own website. While the Hanover package policy includes two General Liability 
Broadening endorsements, there is no coverage for privacy related claims. Cyber liability coverage 
has been separately purchased by the ERS. 

In the past, we have offered the following coverage / options which you have declined; 

• Flood Coverage  
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ERS Office Excess Liability 
Policy Term December 1, 2022 – December 1, 2023 
 

 

Named Insured: Employes’ Retirement System of the City of Milwaukee  

Insurance Company: The Hanover Insurance Company 
 

ERS Excess Liability Coverage 
 Expiring 

Hanover 
Renewal 
Hanover 

Each Occurrence / Each Claim Limit $5,000,000 $5,000,000 

Products / Completed Operations Aggregate Limit $5,000,000 $5,000,000 

General Aggregate Limit $5,000,000 $5,000,000 

Retained Limit $0 $0 

 
Hanover Policy includes but is not limited to: (Policy form is available for full detail): 

Exclusions; 

• Total Pollution with Hostile Fire Exception (Coverage A) 
• Professional Liability (Coverage A) 
• Abuse and Molestation (Coverage A and B) 
• Lead (Coverage A and B) 
• Punitive Damages Related to a Certified Act of Terrorism 
• Fungi or Bacteria Liability (Coverage A and B) 
• Silica (Coverage A and B) 
• Discrimination (Coverage A and B) 
• Exclusions are built into base policy form as well 

Hanover Extensions and Amending Endorsements; 

• Notice of Right to File a Complaint 
• Trade or Economic Sanctions Endorsement 
• Hanover Commercial Follow Form Excess and Umbrella Policy 
• Wisconsin Changes 
• Underlying Insurance Defined (Coverage A and B) 
• Cap on Losses from Certified Acts of Terrorism 
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Notice of Carrier Financial Status 
 

Hays Companies, Inc., and its parent company, Brown & Brown, Inc. (collectively “Brown & Brown”) do not certify, 
warrant or guarantee the financial soundness or stability of any insurance carrier or alternative risk transfer entity.  
We endeavored to place your coverage with an insurance carrier with an AM Best Company financial rating of “A-” 
or better.* While Brown & Brown cannot certify, warrant or guarantee the financial soundness or stability of a 
company or otherwise predict whether the financial condition of a company might improve or deteriorate, we are 
hereby providing you with notice and disclosure of financial condition so that you can make an informed decision 
regarding the placement of insurance coverage.  Accordingly, this will serve as notice of the following with regard to 
the placement of the insurance indicated below and with regard to any subsequent renewal of such insurance: 

• Brown & Brown may have other options for your insurance placement, including quotations with insurance 
carriers holding an “A-” or better rating from AM Best Company. Alternative quotes may be available with 
an A- or better rated carrier upon your request. 

• The financial condition of insurance companies may change rapidly and that such changes are beyond 
the control of Brown & Brown. 

• You have had the ability to review the financial information for this carrier as found in one or more of the 
following sources: a state department of insurance website, AM Best Company website, carrier or a 
carrier website. 

• You have had an opportunity to consider the information provided regarding your insurance quote and 
insurance placement and review it with your accountants, legal counsel and advisors.  
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Market Security Explanation 
Ratings 
A++, A+ Superior 
A and A- Excellent 
B++, B+ Good 
B and B- Fair 
C++, C+ Marginal 
C and C- Weak 
D Poor 
E Under Regulatory Supervision 
F In Liquidation 
S Rating Suspended 
 
Rating Modifiers 
U  Under Review 

  The rating may change in the near term typically within 6 
months. Generally this is event driven, with positive, negative 
or developing implications. 

Rating Outlooks 
Assigned to an Interactive Financial Strength Rating (A++ to D) to indicate its 
potential direction over an intermediate term, generally defined as 12 to 36 
months. 

Adjusted Policyholder’s Surplus ($000’s) 

Class I Up to 1,000 

Class II 1,000 to 2,000 

Class III 2,000 to 5,000 

Class IV 5,000 to 10,000 

Class V 10,000 to 25,000 

Class VI 25,000 to 50,000 

Class VII 50,000 to 100,000 

Class VIII 100,000 to 250,000 

Class IX 250,000 to 500,000 

Class X 500,000 to 750,000 

Class XI 750,000 to 1,000,000 

Class XII 1,000,000 to 1,250,000 

Class XIII 1,250,000 to 1,500,000 

Class XIV 1,500,000 to 2,000,000 

Class XV 2,000,000 or Greater 

  

Opinion Outlooks 
(In Addition to Rating) 

Positive: 
Indicates possible rating upgrade 
due to favorable financial/market 
trends relative to the current rating 
level. 

 

Negative: 
Indicates possible rating downgrade 
due to unfavorable financial/market 
trends relative to the current rating 
level. 

 

Stable: 

Indicates low likelihood of a rating 
change 

 

 

 

Learn more from  
AMBest.com 
“Understanding Best’s Ratings” can 
be found at  

www.ambest.com/ratings/index.html 

 

http://www.ambest.com/ratings/index.html
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Consumer Disclosure 
Disclosure of Sources of Compensation 
Compensation. In addition to the commissions or fees received by us for assistance with the placement, 
servicing, claims handling, or renewal of your insurance coverages, other parties, such as excess and 
surplus lines brokers, wholesale brokers, reinsurance intermediaries, underwriting managers and similar 
parties, some of which may be owned in whole or in part by Brown & Brown, Inc., may also receive 
compensation for their role in providing insurance products or services to you pursuant to their separate 
contracts with insurance or reinsurance carriers. That compensation is derived from your premium 
payments. Additionally, it is possible that we, or our corporate parents or affiliates, may receive contingent 
payments or allowances from insurers based on factors which are not client-specific, such as the 
performance and/or size of an overall book of business produced with an insurer. We generally do not 
know if such a contingent payment will be made by a particular insurer, or the amount of any such 
contingent payments, until the underwriting year is closed. That compensation is partially derived from 
your premium dollars, after being combined (or “pooled”) with the premium dollars of other insureds that 
have purchased similar types of coverage. We may also receive invitations to programs sponsored and 
paid for by insurance carriers to inform brokers regarding their products and services, including possible 
participation in company-sponsored events such as trips, seminars, and advisory council meetings, 
based upon the total volume of business placed with the carrier you select. We may, on occasion, receive 
loans or credit from insurance companies. Additionally, in the ordinary course of our business, we may 
receive and retain interest on premiums you pay from the date we receive them until the date of premiums 
are remitted to the insurance company or intermediary. In the event that we assist with placement and 
other details of arranging for the financing of your insurance premium, we may also receive a fee from 
the premium finance company. 
 
If an intermediary is utilized in the placement of coverage, the intermediary may or may not be owned in 
whole or part by Brown & Brown, Inc. or its subsidiaries. Brown & Brown entities operate independently 
and are not required to utilize other companies owned by Brown & Brown, Inc., but routinely do so. In 
addition to providing access to the insurance company, the Wholesale Insurance Broker/Managing 
General Agent may provide additional services including, but not limited to: underwriting; loss control; 
risk placement; coverage review; claims coordination with insurance company; and policy issuance. 
Compensation paid for those services is derived from your premium payment, which may on average be 
15% of the premium you pay for coverage and may include additional fees charged by the intermediary. 
 
Questions and Information Requests. Should you have any questions, or require additional 
information, please contact this office at (612) 333-3323 or, if you prefer, submit your question or request 
online at http://www.bbinsurance.com/customerinquiry/ 
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About Us 
 
 
 

 
 
 
 

 
 
 

 
 

• Hays Companies was founded in 1994 

• Became part of the Brown & Brown Team in 2018 

• Full-service insurance brokerage consultancy specializing in: 

o Employee Benefits 

o Property & Casualty 

o Risk Management Consulting 

o Private Client Group 

o National Programs 

o Wholesale Brokerage  

• Over 490,000 clients 

• 1,300+ insurer relationships  
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• Hays Companies was founded 1994 

• Became part of the Brown & Brown Team in 2018 

• brokerage consultancy  

o  

o  

o  

o  

o  

• Passionate consultants & unrivaled 

expertise 

• A culture built on discipline and 

customer focus 

• Our customers are our purpose 

• Authentic and experienced team in 

whom you can place your trust  

• Proactive, responsive service with a 

sense of urgency 

 

 

• Passionate 

 

• A culture built on discipline and 

customer focus 

• Our customers are our purpose 

• Authentic and experienced team in 

whom you can place your trust  

• Proactive, responsive service with a 

sense of urgency 

 



 

 

 
 

 

 

 

 

 
 

Any solicitation or invitation to discuss insurance sales or servicing is being provided at the request 

of  Hays Companies Inc., an owned subsidiary of Brown & Brown, Inc. Hays Companies Inc., only 

provides insurance related solicitations or services to insureds or insured risks in jurisdictions where 

it and its individual insurance professionals are properly licensed.  

© 2022 Brown & Brown. All rights reserved. 
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Actuarial Assumptions 
vs Funding Policy

 Actuarial Assumptions are used to project benefits expected to be 
paid from the retirement system.
 Guidance to actuaries is provided under:

– ASOP No. 35 Selection of Demographic and Other Noneconomic 
Assumptions for Measuring Pension Obligations

– ASOP No. 27 Selection of Economic Assumptions for Measuring 
Pension Obligations

 The Funding Policy is used to develop the timing of contributions to 
be made to the retirement system once the projected benefits are 
developed using actuarial assumptions.
 Guidance to actuaries is provided under:

– ASOP No. 4 - Measuring Pension Obligations and Determining 
Pension Plan Costs or Contributions 

– ASOP No. 44, Selection and Use of Asset Valuation Methods for 
Pension Valuations

– Conference of Consulting Actuaries Public Plans Community -
Actuarial Funding Policies and Practices for Public Pension Plans
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Funding Policy

 The four components of a funding policy are:
 Actuarial Cost Method - the technique used to allocate the total 

present value of future benefits over an employee's working career 
(normal cost/service cost).

 Asset Smoothing Method - the technique used to recognize 
returns that vary from expected over some period of time so as to 
reduce the effects of market volatility and stabilize contributions.

 Amortization Policy - The length of time and payment amount to 
determine the payment schedule to eliminate any UAAL.

 Output Smoothing Method – methods used to reduce 
contribution volatility such as a contribution phase-in or corridor
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Policy Objectives for Public 
Pension Plan Funding Policies

 Sufficiency
 The funding target should be the value of benefits accrued to 

date
 Intergenerational equity

 Taxpayers should pay for workers’ pensions while those 
workers are providing their services – fund for benefits over the 
worker’s career.

 Stability of contributions 
 While stable contributions are easy to budget for, stability 

should not be achieved at the expense of the first two
 Accountability and transparency 

 Each component of the funding policy should be clear on the 
intent and effect

 Governance
 Agency risk associated with individuals influencing costs
 Need for sustained budget commitment from employer
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Preliminary Funding Policy 
Recommendations

Component Current Proposed Comment

Actuarial Cost Method Entry Age Normal no change Annual costs level as a % of pay over each member's 
career

Actuarial Value of Assets
Smoothing period 5-year fixed no change Period sufficiently short enough to preclude use of 

corridor
Corridor no corridor no change Corridor can result in contribution volatility

Amortization policy
■Structure Closed layered no change Documents source and treatment of UAAL
■Unfunded payment increases 2% no change Reflects lower revenue growth
■Period differs by UAAL source:

- Initial 2019 UAAL 25 years no change 20 years left as of 1.1.2023
- Gains/Losses 15 years 20 years Reasonable for well funded plan; provides lower 

contribution volatility
- Contribution gains/losses 15 years 5 years Isolate differences and amortize over shorter period
- Assumptions 25 years no change Remeasure of liabilities to mitigate future gains/losses 

merits longer period
- Methods 25 years no change Same as assumptions
- Plan Provisions

- Actives 25 years 15 years Or match to demographics of affected group
- Early Retire Incentive 25 years 5 years To mitigate negative cashflow
- Inactives - reduction 25 years 10 years Or match to demographics of affected group
- Inactives - increase 25 years 1 years Match to demographics of affected group

- Fresh start None 25 years No UAAL bases when 100% funded; establish new UAAL 
base over 25 years

Output smoothing

Preliminary Funding Policy Recommendations

See next slide
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Preliminary Funding Policy 
Recommendations

Component Current Proposed Comment

Output smoothing
■Minimum Employer Contributon ER Normal Cost ER Normal Cost Maintain contribution for employer cost of benefits 

accruing
■Contribution increase Phase-in None 5 years Increase contributions over next 5 years for budgeting 

flexibility and to position for next reset

■Stable contribution policy
- Projected returns 2022 Callan 2023 Callan Make use of latest information
- Asset measurement date 1.1.2022 1.1.2023 Consistency with projected returns
- Contribution basis Rate Dollar Ensure payment of UAAL

Output Smoothing Preliminary Recommendations
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Inputs
Membership Data

Asset Data
Benefit Provisions

Assumptions
Funding Methodology

↓
Results

Actuarial Value of Assets
Actuarial Accrued Liability

UAAL/Funded Ratio
Net Actuarial Gain or Loss

Employer Contributions
Projections

 The Objectives of the Stable Contribution Policy include:
 Achieve stable and predictable contribution levels over the period 

between experience reviews that maintains the actuarial integrity of the 
ERS.

 Comply with Actuarial Standards of Practice.
 Budget annually for the normal cost; this was achieved by eliminating 

the Full Funding Limit.
 Make progress on reducing unfunded liability at least as fast as the 

Prior Contribution Requirement at the median; said another way, the 
Stable Employer Contribution Policy is at least actuarially equivalent to 
the Prior Contribution Requirement over the period from 2018 through 
2022.

 Maintain asset coverage greater than or equal to the retired lives 
liabilities.

 No changes to member contributions.

Funding Policy

The following reading discusses elements of reasonable funding policies.  The Stable 
Contribution Policy was designed with these elements in mind.  
https://www.gfoa.org/materials/core-elements-of-a-funding-policy

https://www.gfoa.org/materials/core-elements-of-a-funding-policy
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Public Sector Funding Policies
Fixed vs Actuarial Funding

 Fixed contributions – 32% of large plans
 Funding set in statute
 Actuary determines if sufficient through projections
 Fixed contribution policies can be successful if:

– Contribution levels are sufficient to fund benefits over a reasonable 
period  

– A mechanism for periodic adjustment is included

 Actuarial Funding – 68% of large plans
 Non-ASOP Compliant Actuarial Funding is based on the actuarial 

valuation process but does not fund to 100% and/or results in long 
periods of negative amortization

 ASOP Compliant Actuarial Funding is based on the actuarial 
valuation process and funds to 100% without long periods of 
negative amortization  
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Inputs
Membership Data

Asset Data
Benefit Provisions

Assumptions
Funding Methodology

↓
Results

Actuarial Value of Assets
Actuarial Accrued Liability

UAAL/Funded Ratio
Net Actuarial Gain or Loss

Employer Contributions
Projections

Employer Contributions
(Combined Fund only as of January 1, 2022)

Given the difference between the actuarially determined employer contributions and the stable 
contribution policy contributions it would be prudent for participating employers to start preparing 
now for higher contributions when the Stable Contribution Policy is reset for calendar year 2023.
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Phase-in Illustration

This illustrates a phase-in 
of employer contributions. 
Phase-ins are common in 
the Public Sector when 
large employer 
contribution increases are 
anticipated.  For the 
Stable Contribution Policy, 
the additional benefit is 
that the ERS is better 
situated at the reset for 
the 2028 valuation. 

Important note – this is an 
illustration.  Final numbers 
will be based on the set of 
assumptions adopted by 
the Board.

$0

$50

$100

$150

$200

$250

2022 2023 2024 2025 2026 2027

M
ill

io
ns

Plan Year Beginning January 1

Illustration of Employer Contributions Phase-in

No Phase-in

With Phase-in



Client Logo

11

Employer Contribution:
Dollar vs Rate

Traditionally, the Stable 
Employer Contribution has 
been developed as a rate.  
Based on the 2018 reset, 
projected contributions for 
2022 were over $92 
million.  Because of flat 
payroll, actual amounts for 
2021 were $82.7 million.  
This caused some 
headwinds for funding of 
the UAAL.  We will be 
considering the use of 
dollar amounts instead of 
rates.  This will provide 
employers with a five-year 
projection of projected 
dollar amounts. Note that 
the “actual” dollar amount 
for 2022 is estimated.
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Appendix

 At the September 28, 2022 Board Meeting we were asked for more 
discussion on the Funding Policy presentation given at the August 24, 
2022 Board Meeting

 This appendix is intended to provide that deeper dive on our 
preliminary recommendations

 The slides before this remain unchanged other than we updated slide 
5 to reflect clarification from staff that there is no corridor on the 
actuarial valuation of assets.

 Our focus here will be on:
 Amortization Policy
 Phase-in
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Public Sector Pension Plan 
Funding Policy Resources

Our recommendations are based on the guidance from these two resources.  We mentioned the Core 
Elements of a Funding Policy (GFOA Policy) in the August presentation because it is a quicker read.  
Actuarial Funding Policies and Practices for Public Pension Plans (CCA Policy) provides a deeper 
dive.
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Amortization Policy

 Amortization policy - The length of time and the structure selected for 
increasing or decreasing contributions to systematically eliminate any 
unfunded actuarial accrued liability or surplus.

 Amortization policies have been tightened down from the open 30-year 
level percent of pay amortization that has commonly held as the minimum

 Amortization of unfunded actuarial accrued liability:
 Should use a layered approach for the various components to be 

amortized (that is, an approach that separately tracks the different 
components to be amortized, or a pension debt schedule)

 Should use a period relevant to the source of UAAL;
 Can allow payments to the UAAL to increase over time; 
 Can allow limited negative amortization.

 We will discuss each of these over the next few slides.
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 The valuation has used a layered approach 
during our tenure as CMERS actuary as 
documented in the valuation reports in the chart 
below.

 We recommend this approach be continued.

Amortization of UAAL:
Should use a layered approach

GFOA Policy:
Use a layered approach 
for the various 
components to be 
amortized (that is, an 
approach that separately 
tracks the different 
components to be 
amortized)

CCA Policy:
Listed under Model 
Practices on Page 26

Outstanding Remaining
Amortization Date Original Balance as of Amortization Annual

Base Established Amount January 1, 2022 Period Payment

2019 Initial UAAL Base 1/1/2019 $ 1,204,699 $ 1,198,147 22 $ 89,481

2020 Experience Base 1/1/2020 142,702 134,747 13 13,934

2021 Experience Base 1/1/2021 1,814 1,767 14 174

2022 Experience Base 1/1/2022 (143,792) (143,792) 15 (13,495)

Total $ 1,190,869 $ 90,094
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Amortization of UAAL:
Should use a period relevant to the source of UAAL

 Currently amortization policy is 15 years for gain/loss and 25 for all else
 Generally, experience gain/loss bases are established annually, and 

assumption change bases are established every five years after the 
experience review

 There are many different sources of UAAL
 Experience Gain/loss
 Assumption Changes
 Method Changes
 Plan Amendments
 Early Retirement Incentive
 Contribution gain/loss
 Fresh Start
 Closed Plan

 The remaining events happen much less frequently, if at all
 We recommend establishing policies for other events before they occur



Client Logo

17

 Recommendations (summarized below) are within parameters of 
the GFOA and CCA Policy papers

 Note that the policy papers do not provide guidance on 
contributions shortfalls

 Papers allow for using overfunding to reduce contribution below 
employer normal cost, which we are not recommending

 Illustrations of different payment periods follow this section

Amortization of UAAL:
Should use a period relevant to the source of UAAL

GFOA Policy:
•Never exceed 25 years, 
but ideally fall in the 15-20 
year range; closed plans 
aggregate or 10 years

CCA Policy:
Listed under Model 
Practices on Page 26; 
recommendation 
highlights, not exhaustive

Current Proposed Commentary
- 25 21 21 years left as of 1.1.2023
- 15 20 Reasonable for well funded plan; provides lower 

contribution volatility
- 15 5 Shorter period to avoid perpetual underfunding
- 25 25 Within policy
- 25 25 Same as assumptions
-

- Actives 25 15 Or match to demographics of affected group
- Early Retire Incentive 25 5 To mitigate negative cashflow
- Inactives - reduction 25 10 Or match to demographics of affected group
- Inactives - increase 25 1 Match to demographics of affected group
- Plan Closure 25 10 Match to demographics of affected group

- Fresh start None 25 No UAAL bases when 100% funded; establish new UAAL 
base over 25 years

Period
Event

Initial 2019 UAAL
Gains/Losses

Contribution 
Assumptions
Methods
Plan Provisions
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 UAAL payments currently increase at 2% per 
year

 Increasing UAAL payments are common for 
Public Pension Plans

 Referred to as “level percent of pay 
amortization” where payroll growth is effectively 
the UAAL payment increase

 CMC is comfortable with the current 2% 
assumption if City revenues for pensions are 
projected to grow at that rate

 If revenues for pension are projected to be flat, 
as they have been, consideration should be 
given to lowering the increase, perhaps to level 
dollar – 0% increases

 Illustrations of different payment increases 
follow this section 

Amortization of UAAL:
Can allow payments to the UAAL to increase over time

GFOA Policy:
•Never exceed 25 years, 
but ideally fall in the 15–
20-year range; closed 
plans aggregate or 10 
years

CCA Policy:
Listed under Model 
Practices on Page 26
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 Given the policy periods and UAAL payment 
increases, negative amortization is not anticipated

 An illustration of the concept is below
 Note using a 4% UAAL payment increase over 

25-year results in a higher UAAL until year 11
 Negative amortization using a 2% UAAL 

payment increase does not result in negative 
amortization

Amortization of UAAL:
Can allow limited negative amortization

GFOA Policy:
Silent

CCA Policy:
Negative amortization is 
not precluded on Page 21
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Generally Shorter Periods and Lower 
UPIs Results in Higher Initial and Lower 

Total Payments (or Credits)…

25 yr -Level  $

25 yr -2% UPI

25 yr-4% UPI

20 yr -Level  $

20 yr -2% UPI

20 yr-4% UPI

15 yr -Level  $
15 yr -2% UPI

15 yr-4% UPI

10 yr -Level  $

10 yr -2% UPI
10 yr-4% UPI

 1,000,000

 1,200,000

 1,400,000

 1,600,000

 1,800,000

 2,000,000

 2,200,000

 2,400,000

 2,600,000

 50,000  60,000  70,000  80,000  90,000  100,000  110,000  120,000  130,000  140,000  150,000

Initial and Total Payments under Various Periods and UPIs
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Comparison of:
15-year to 20-year Period and

2% to 0% UAAL Payment Increase
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Longer Amortization Periods Provide for 
More Contribution Stability

Retroactively applying a 20-year amortization 
period with level dollar and 2% increases and 
a 15-year period with level dollar results in 
the increases shown.  Longer periods 
provide for less contribution year to year 
change, but also extends the period to fund.

Over $600 million in returns that have not 
been reflected in 1.1.2022 valuation.  Under 
the 20-year scenarios, the reduction in 
contributions would be less.  Conversely, 
returns during calendar 2022, which are likely 
to be less than expected,, would result in a 
lower increase compared to the 15-year 
period. 

Note: the exhibit is based on re-amortizing 
the 2019 Initial UAAL over 22 years as a 
level dollar in the level dollar scenarios.
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Impact of 15-year and 20-year Period 
and 2% to 0% UAAL Payment Increase 

on 2022 UAAL Payments 

Here are the total UAAL 
Payments based on the 
methods outlined on the 
previous page.  Using the 
level dollar (0%) payments 
results in higher amounts 
in 2022.  The use of 15 or 
20 years for the 
experience had limited 
impact.
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Contribution Phase-in

 Clarification on Contribution Phase-in

 As we clarified at the September Board meeting
 CMC serves many Retirement Boards that have adopted a 

contribution phase-in
 Part of our role is to advise on the broad range of practice
 We are not recommending a phase-in; it is something to consider

 If amounts budgeted for CMERS by the City cannot be increased for a 
long period of time:
 We would not recommend a contribution phase-in
 Similarly, we would not recommend increasing the UAAL payment 

increase
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Certification

In order to prepare these results, we have utilized appropriate actuarial models that were
developed for this purpose. These models use assumptions about future contingent events
along with recognized actuarial approaches to develop the needed results. Future actuarial
measurements may differ significantly from current measurements due to plan experience
differing from that anticipated by the economic and demographic assumptions, increases or
decreases expected as part of the natural operation of the methodology used for these
measurements, and changes in plan provisions or applicable law. Because of limited scope,
Cavanaugh Macdonald performed no analysis of the potential range of such future differences,
except for some limited analysis in financial projections or required disclosure information.
Results prior to January 1, 2019 were provided by the prior consulting actuary.

We meet the Qualification Standards of the American Academy of Actuaries to render the
actuarial opinions contained in this report. This report has been prepared in accordance with all
applicable Actuarial Standards of Practice, and we are available to answer questions about it.

Larry Langer, ASA, EA, FCA, MAAA Patrice A. Beckham, FSA, EA, FCA, MAAA 
Principal and Consulting Actuary Principal and Consulting Actuary
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 Assumptions do not affect the true cost of the plan -
the actual benefit payments paid from the trust

 Assumptions have a significant impact on the 
calculation of liabilities and actuarial contribution 
rates
 Actuaries use assumptions to estimate the timing, duration and 

amount of future benefit payments that depend on unknown 
contingent events

 Assumptions impact the allocation of costs so usually set neither 
overly conservative or aggressive

 Assumptions are just that – assumptions.  If actual 
experience differs from the assumption over time, 
contribution timing will differ also.

Background

2
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CMERS Experience Study

 Performed every five years for CMERS
 Last study covered calendar years 2012 through 2016
 Investment return assumption reviewed when CMC assumed 

actuarial duties (early 2019)
 Current study covers calendar years 2017 through 2021

 Monitor all actuarial assumptions and methods 
used in the valuation process

 Schedule:
 August – discuss economic assumptions. 
 September – discuss demographic assumptions. 
 October – discuss stable contribution policy.  
 No Board action until all results have been presented.
 January 1, 2023 valuation – based on new assumptions



Purpose of Experience Study

 Provides basis for analyzing existing assumptions 
and developing recommended changes

 Actuary’s role is to make recommendations for each 
assumption
 As fiduciaries, the Board is responsible for the selection of 

actuarial assumptions
 Board can adopt all, none, or some of actuary’s 

recommendations

4



Selection of Assumptions

Economic
•Price Inflation
•Investment Return
•Wage Growth
•COLA
•Interest Crediting 
Rate on EE Contr

•Payroll 
Growth/UAAL 
payment increase

Demographic
•Retirement Rates
•Promotional/Step 
Pay Increases

•Disability
•Turnover
•Mortality

What Are They? Who Selects Them?

Economic

•Board
•Actuary
•Other Advisors

Demographic

•Mostly Actuary
•Board Approves
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 Provides guidance to actuaries in the selection of 
economic assumptions for valuing pension benefits

 Recommendation is for a “reasonable assumption”
 Appropriate for purpose of measurement
 Reflects actuary’s professional judgment
 Consider relevant historical and current economic data
 Reflects actuary’s estimate of future experience, estimates 

inherent in market data, or combination
 No significant bias (not significantly optimistic or pessimistic)
 Can include some conservatism for adverse deviation

 Advises actuaries not to assign too much credibility 
to recent experience

Actuarial Standard of Practice 
Number 27

6



Economic Assumptions
Building Block Method

Investment 
Return

Individual Salary 
Increases

General 
Wage 

Increase

Real Rate 
of Return Merit Scale

Productivity

Inflation Inflation Inflation

Productivity

Note: inflation assumption and productivity must be consistent in all assumptions.
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 Price inflation represents annual increase in cost of 
living, typically measured by CPI

 Current assumption is 2.50%

 Indirectly impacts the valuation as a component of 
other economic assumptions
 Investment return
 General wage growth (which becomes part of individual salary 

increase assumption)
 Payroll growth for amortization of unfunded actuarial liability
 COLAs for certain retirees

Inflation Assumption
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 Considerations for setting the assumption
 Historical inflation
 Future expectations

– Financial Markets
– CMERS’ investment consultant (Callan) 
– Other investment professionals
– Economists and other financial professionals
– Social Security projections

 Other systems (largely used to identify broad trends)

Inflation Assumption

9



Historical Price Inflation
(measured from 12/31/21)
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Period Inflation Period Inflation
60 Years 3.79% 30 Years 2.37%

50 Years 3.90% 20 Years 2.31%

40 Years 2.76% 10 Years 2.14%



Future Inflation Expectations
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 Financial markets: “breakeven rate of inflation” is 
difference between yields on fixed coupon 
Treasury bonds and inflation-protected Treasuries 
(TIPS)
 December 2021: difference on 30-year bonds was 2.34%
 July 2022: 30-year was 2.29%, 5-year was 2.73%

 Philadelphia FED Q2 2022 Survey of Professional 
Forecasters:  2.80% over next 10 years



Future Inflation Expectations
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 Investment professionals
 Callan 30 year (Q1 2022): 2.25%
 Callan 30 year (Preliminary 2023): 2.37%
 Horizon Survey (Aug 2021): 2.14% to 2.23% 

 Social Security projections (June 2022)
 Best estimate:  2.40%
 Range:  1.80% to 3.00%



Peer Group Comparison
Inflation Assumptions

Jul 
20
13

Source: NASRA Issue Brief 13



Recent Inflation Issues
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 Inflation has been very high recently
 8.5% for the 12-month period ending July 2022

 Long-term considerations
 The Federal Reserve is still targeting lower inflation
 Bond market pricing indicates traders anticipate a return to 

lower inflation within a few years
 We will be revisiting all assumptions in five years when the next 

experience study is performed

 Keep long term focus and don’t overreact to recent 
experience



Selected Metrics of 
Expected Rates of Inflation
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The current inflation assumption of 2.50% is in the range of current expectations.  We
recommend no change to the inflation assumption.

2.80%

2.40%

2.31%

2.24%

2.25%

2.37%

2.23%

2.33%

0.00% 0.50% 1.00% 1.50% 2.00% 2.50% 3.00%

2022 Survey of Professional Forcasters - 10 Yrs

2022 Social Security Intermediate Assumption

2022 Congressional Budget Office - 10 Yrs

2021 Horizon Survey Median - 20 Yrs

2022 Callan Assumption - 30 years

2023 Callan Assumption - 30 Yrs

12/31/21 Bond Market Expectation - 30 Yrs

12/31/21 Bond Market Expectation - 10 Yrs



 Asset allocation is determined first and that leads to 
the development of the investment return 
assumption, not vice versa
 Level of risk is determined by the Investment Policy 

including the objectives, duties, policies and procedures 
related to plan investments

 Asset allocation is the key factor in setting this 
assumption
 Portfolios that take risk are expected to be rewarded with 

higher returns, along with potentially greater volatility

Investment Return Assumption
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 Building block approach
 Rate of price inflation (previously discussed)
 Real rate of return
 Sum is expected investment return

 Asset allocation is the key factor in setting this 
assumption
 Portfolios that are more aggressive can generally expect 

higher returns along with potentially greater volatility
 Most powerful assumption in valuation

 Small changes can have large impact on liabilities and 
contribution rates  

 Current assumption: 7.50% (2.50% inflation plus 5.00% 
real rate of return).

Investment Return Assumption

17



CMERS Historical 
Fiscal Year Returns
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Compound returns
Last 5 years:  11.16%       Last 10 years:  10.08%       Last 20 years:  7.49%

(40%)

(30%)

(20%)

(10%)

0%

10%

20%

30%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Market Value Rate of Return

Actual Return Current Assumption



CMERS Historical 
Fiscal Year Returns
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Peer Group Comparison
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Jul 
20
13

Note: Investment mixes may differ significantly between funds.

Lower market 
expectations have 

resulted in a 
significant change to 

lower investment 
return assumptions 

since 2001.  The trend 
has continued since 
CMERS lowered the 

assumption to 7.5% in 
2019. 



Distribution of Current 
Investment Return Assumptions

Jul 
20
13
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Change in Average and Median 
Investment Return Assumptions

Jul 
20
13
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 Forward looking analysis using capital market 
assumptions

 We are not investment experts, so we rely on 
CMERS’ investment consultant, Callan
 Use Callan’s capital market assumptions to model 

expected range of returns (same results as Callan)
 Callan has both short term (10 year) and long term (30 

year) assumptions
 Verify reasonableness of Callan’s assumption by 

comparing to Horizon Actuarial Survey (35 investment 
consultants) 

 Focus on real rate of return for our analysis

Investment Return Assumption

23



Investment Return Assumption
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2019 Assumptions 2022 Assumptions 2023 Assumptions
Callan

(10-Year)
Callan

(30-Year)
Callan

(10-Year)
Callan

(30-Year)
Callan

(10-Year)
Callan

(30-Year)

Nominal
Return

6.67% 7.39% 5.90% 6.97% 6.80% 7.41%

Inflation 2.25% 2.25% 2.25% 2.25% 2.50% 2.37%

Real Return 4.42% 5.14% 3.65% 4.72% 4.30% 5.04%

Expected returns, based on Callan’s assumption and CMERS’ asset
allocation at the time.  Expected return = 50th percentile result



 Actuarial standards require that we use our best estimate, i.e., 
“reasonable assumption”

 Callan’s expectations vary significantly from Q12022 to 
preliminary 2023.  Which is appropriate?

 If we use 2023 assumptions, we model lower return in 2022.

 If we use 1/1/22 valuation results, we use 2022 assumptions.

 Callan’s returns are “passive”, no consideration of return from 
active management or expenses

 Significant negative cash flows (benefit payments exceed 
contributions) so lower returns in short term have implications

 If assumption is not changed, we would expect actuarial losses 
on investment experience over the next ten years.

Considerations for Expected Return

25



Recommended Investment 
Return Assumption

26

Assumption Current Recommended 
Price inflation 2.50% 2.50%

Real return 5.00% 4.90%

Investment return 7.50% 7.40%

Effective with the January 1, 2023 valuation.

We believe it is prudent to start to reflect lower expected returns
to increase the likelihood of meeting/exceeding the assumed return 
over time.



‐0.4%

3.4%

5.1%

6.6%6.1%

7.2%7.2%
7.8%

13.0%

11.1%

‐2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

10 years 30 years

The expected outcome is the 50th percentile.  There is a 
50% chance that the return will be below 6.1% over 10 
years and 7.2% over 30 years.  Similarly, there is a 60% 
chance that returns will be less than 7.8% over 30 years.

Considerations for Expected Return
(Using Callan’s Q1 2022 Expectations)
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60th percentile

50th percentile

40th percentile
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The expected outcome is the 50th percentile.  There is a 
50% chance that the return will be below 6.8% over 10 
years and 7.5% over 30 years.  Similarly, there is a 60% 
chance that returns will be less than 8.1% over 30 years.

Considerations for Expected Return
(Using Callan’s Preliminary 2023 Expectations)
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Distribution of Expected 
Future Nominal Returns
(Using Callan’s Q1 2022 Expectations)
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The range of potential outcomes is very wide, particularly over shorter periods of time.
After 30 years, there is a 50% chance the effective return will be less than 7.22% and
a 25% chance it will be below 6.00%.



Distribution of Expected 
Future Nominal Returns

(Using Callan’s Preliminary 2023 Expectations)
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The range of potential outcomes is very wide, particularly over shorter periods of time.
After 30 years, there is a 50% chance the effective return will be less than 7.54% and
a 25% chance it will be below 6.32%.



 Considerations in setting the investment return 
assumption
 Our perspective is long term (30+ years), but we cannot ignore 

the short term as it has a material impact on the accumulation of 
funds over time

 Capital market assumptions, developed by investment consulting 
firms, are intended for a different purpose, i.e., asset allocation

 Capital market assumptions change frequently (sometimes more 
than once per year) based on current market conditions

 Currently, short-term market expectations are materially lower 
than long term expectations

 May not be appropriate to set the investment return 
assumption by simply using investment consultant’s 
expected return.  More analysis is needed.

Investment Return Assumption

31



Current assumption: 7.50% nominal return
Based on Callan’s preliminary 2023 30-year expected 

real return distribution and 2.50% inflation:
 50th percentile return: 7.54%
 45th percentile return:  7.18%

Does not reflect the impact of active management.
The Board’s risk perspective and appetite are also 

considerations – there is not a single “right answer”.
Assumption must be reasonable under actuarial 

standards and involve the actuary’s professional 
judgement.

Summary of Findings:
Investment Return Assumption

32



 Historical analysis (limited value)
 Forward-looking analysis of expected return

 Using Callan’s current capital market assumptions
 Consider other investment consultants’ assumptions

 Funding dynamics like negative cash flows and 
impact of the contribution rate funding policy

 Board’s risk perspective/risk tolerance
 Peer group comparison (useful for general trends 

only)

Considerations in Setting 
Investment Return Assumption

33



 The investment return assumption is the most 
significant assumption in the valuation process.  
There is no other change in set of economic 
assumptions.

 Lowering investment return assumption results in 
higher normal cost and actuarial liability (and 
therefore, unfunded actuarial liability)

Cost Impact of Changes

34



 UAL payment increase assumption is used solely to 
determine the amortization payment on the 
Unfunded Actuarial Liability

 Current assumption of 2.00% anticipates some 
decline in active population or lower salary growth 
than general wage growth assumption

UAL Payment Increase

35



 Reduction in number of active members in CMERS 
in the past has resulted in lower growth in covered 
payroll than expected based on the current 
assumption.
 Future trend in size of membership
 Reflect in assumption or address in modifications to Stable 

Contribution Policy
 Recommend retaining current UAL payment 

increase assumption of 2.0%, which results in UAL 
payments increasing 2.0% per year.

UAL Payment Increase

36



 Average increase in total covered payroll was about 1% over 
the past 10-year and 20-year periods.

CMERS Total Covered Payroll

37



 Included directly in the annual actuarial contribution 
rate

 This explicit reflection of administrative expenses is 
transparent and the most commonly used  
approach by other systems

 Recommend this approach be continued.

Administrative Expenses

38



Summary of Recommended 
Economic Assumptions
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Assumption Current Recommended 

Price inflation 2.50% 2.50%

Interest on Member Accounts 4.00% 4.00%

General wage growth
• General employees
• Police/Fire

2.50%
4.00%

TBD
TBD

Payroll growth for UAAL payment 2.00% 2.00%

Investment Return 7.50% 7.40%

Administrative Expenses Explicit Explicit
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CMERS Experience Study

 Performed every five years for CMERS
 Last study covered calendar years 2012 through 2016
 Investment return assumption reviewed when CMC assumed 

actuarial duties (early 2019)
 Current study covers calendar years 2017 through 2021
 Only four years of experience were available

 Monitor all actuarial assumptions and methods 
used in the valuation process

 Timeline:
 August – discuss economic assumptions. 
 September – discuss demographic assumptions. 
 October – discuss stable contribution policy.  
 No Board action until all results have been presented.
 January 1, 2023 valuation – based on new assumptions
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Background

 Pension funding is a long-term proposition with expected 
benefit payments for current members spanning 80+ 
years

 Assumptions have a significant impact on the calculation 
of liabilities and actuarial contribution rates
 Future benefit payments are dependent on a number of contingent events 

that are unknown
 Actuaries use assumptions to estimate the timing, duration and amount of 

future benefit payments and then calculate their current value (present 
value)

 Assumptions will impact the allocation of costs (contributions) so usually 
set neither overly conservative or aggressive

 Assumptions are just that – assumptions.  If actual 
experience differs from the assumptions over time, the 
costs (contributions) will differ also.
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Actuarial Assumptions

 No “correct” assumptions
 Blend of both art and science
 There is a range of reasonable assumptions for every 

assumption
 Professional judgment involved

 Assumptions are long-term estimates
 Experience emerges short term and is measured in each 

experience study
 Year to year and period to period fluctuations are expected

 Can create challenges in interpreting data and 
assigning credibility to it, especially with smaller 
datasets
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Purpose of Experience Study

 Assumptions are critical to the calculation of liabilities.  Must 
ensure they are best estimates of future experience.

 Experience study is the basis for analyzing and evaluating the 
existing actuarial methods and assumptions and developing 
recommended changes, if needed.

 Actuary’s role is to make recommendations for each assumption
 As fiduciaries, the Board is responsible for the selection of 

actuarial assumptions
 Board can adopt all, none, or some of actuary’s recommendations

 Assumptions and methods do not affect the true cost of the 
plan, which is the actual benefit payments paid from the trust.
 Assumptions and methods will influence the timing and amount of 

contributions.
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Experience Studies

 Compare actual experience during study period with expected results, 
based on current assumptions

 Past experience provides strong guidance for some assumptions (like 
mortality) and weak guidance for others (like investment return)

 Both science and art
 Objective (science):  number crunching of actual and expected 

numbers of members and rates of occurrence 
 Subjective (art):  interpreting the information and deciding on 

appropriate changes
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Types of Assumptions

Economic
•Price Inflation
•Investment Return
•Wage Growth
•COLA
•Interest Crediting 

Rate on EE Contr
•Payroll 

Growth/UAAL 
payment increase

Demographic
•Retirement Rates
•Promotional/Step 

Pay Increases
•Disability
•Turnover
•Mortality

What Are They? Who Selects Them?

Economic

•Board
•Actuary
•Other Advisors

Demographic

•Mostly Actuary
•Board Approves

Our focus today is on the demographic assumptions.
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Measuring
Demographic Experience

 Compare what actually happened to individual 
members with what was expected to happen based 
on the actuarial assumptions

 Assess “credibility” – amount of weight assigned to 
the recent experience
 Length of study period
 Unusual events during study period
 Size of the group

 Key evaluation tool is actual decrements/expected 
decrements (called Actual/Expected or A/E ratio)
 “Decrement” is a change in the member’s status (e.g., 

retirement, termination, death)
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Measuring Demographic Experience 
(Count vs Liability Basis)

Count Basis
 Step 1:  Determine number of members changing 
membership status (decrements) during study period, tabulated 
by groupings that may include age, duration, gender and plan
 Step 2:  Determine number of members expected to change 
status by multiplying membership statistics (called exposures) 
by the expected rates of decrement
 Step 3:  Compare number of actual decrements to number of 
expected decrements, called the Actual to Expected Ratio 
(expressed as %)

Liability Basis
 Same steps as Count Basis, but results are based on the 
estimated liability (salary and service) of members instead of 
the count of members
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Measuring Demographic 
Experience (Example)

 10 members eligible to retire at age 62
 Actuarial assumption is 10% retire at age 62

Count Salary Service
Liability

Weighted 
8 $ 20,000 5 $   800,000
2 80,000 20 3,200,000

10      4,000,000

Count
Basis

Liability
Weighted 

Exposure 10 $4,000,000
Expected Decrement 1 400,000
Actual Decrement 1     1,600,000
Actual/Expected Ratio 100% 400%

 Actual Experience: 1 member with $80,000 and 20 years retires
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Evaluating the Results of
Demographic Experience

 Generally, the closer the Actual/Expected ratio is to 100%, 
the better the current assumption anticipated the overall 
experience.  However, the pattern of the actual experience 
may vary significantly from the assumption indicating a need 
for change.
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General Cost Impact of
Assumption Change

 General cost impact of each change in isolation

Assumption
Change in 

Assumption
Typical Effect On 
Liabilities/Costs

Mortality Decrease (longer life 
expectancy)

Increase

Retirement Retire Later Decrease

Disability Lower Disability Decrease 

Termination Decrease Increase

Salary Increases Decrease Decrease

Refund Election Increase (more refunds) Generally Decrease
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Observations of Actual vs 
Expected Experience

Comments 
Mortality Actual release of liability due to deaths was less than expected, except for General –

Females.  Larger difference for P/F than General.

Retirement Higher number of retirements from active status for all 3 groups except for early 
retirement for General Employees (fewer than expected).
Actual vs expected experience was much higher for Police (188% A/E ratio) and Fire 
(152% A/E ratio)

Termination Slightly more members terminated from active status than expected for General 
(103% A/E ratio), but far fewer than expected for P/F (63% A/E ratio). 

Disability Significantly lower number of actual vs expected disabilities for all 3 groups.  Total of 
18 disabilities over 4 years for groups combined. 

Duty-related 
Disability

More disabilities were duty-related than assumed for General (24% vs 10% 
expected). Significantly lower number of duty-related disabilities for P/F (31% vs 78% 
expected). However, limited data means less credible.

Salary increase General Employees had higher increases than expected.  Rates are relatively flat 
with slightly higher increases at shorter durations.
Strong correlation to service for Police/Fire with higher increases at shorter durations.  
Lower increases at higher durations than currently assumed.
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Recommended Changes

Recommendation Cost Impact
Mortality Limited data and therefore, limited credibility.

Move to most recent table published, based on public 
plan data.  Separate assumptions for General and P/F.

Lower costs for General.  
Increase costs for P/F.

Retirement Partially reflect actual experience by moving part way 
toward actual experience. Lower early retirement rates 
for General and increase rates for normal retirement. 
Significantly increase retirement rates for P/F.

Increase costs for both 
General and P/F.

Termination Move to service-based assumption for both General 
(Male and Female) as well as Police/Fire (separate 
rates for each). Closely reflect observed experience

Lower costs for General.  
Increase costs for P/F.

Disability Lower disability rates for both General and Police/Fire Lower costs for all groups.

Duty-related 
Disability 
Percentage

Increase for General. Decrease for union Police/Fire. 
Non-union Police/Fire match General. None eligible for 
90% benefit.

Increase costs for 
General. Lower costs for 

P/F.

Salary increase Move to service-based assumption for both General 
and Police/Fire with 3.0% general wage increase.

Increase costs for General 
but decrease costs for P/F.
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Recommended Assumptions

Recommendation 
Retiree Mortality General Employees:  Pub-2010 Below Median Employee Mortality Table with 1-

year age setback for males and 2-year set forward for females
Police/Fire:  Pub-2010 Public Safety Mortality Table with 1-year age set forward for 
males and females
Future improvements:  Scale MP-2021

Other Mortality Same family of tables (Pub-2010) with same age adjustments for active members, 
disabled retirees and beneficiaries/joint annuitants
Future improvements:  Scale MP-2021

Retirement Lower early retirement rates for General Employees and adjust normal retirement 
rates for males/females to better fit experience (some increase/some decrease).
Increase retirement rates for Police and Fire to better reflect actual experience.

Termination Move to service-based assumption for both General and Police and Fire (separate 
assumptions for each).  Higher rates for earlier durations.

Disability Lower the disability assumption for all 3 groups to partially reflect the observed 
experience.

Duty-related 
Disability

20% for General and Non-union Police and Fire. 60% for MPA Police and 75% for 
MPFFA Fire. None eligible for 90% benefit.

Salary increase Move to service-based assumption for both General Employees and Police/Fire 
with 3.0% general wage increase assumption.
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Estimated Cost Impact for System
(Based on 1/1/21 Valuation)

($ in millions)
Baseline All Demographic 

Changes

Demographic 
Changes and 

7.40%

Actuarial Accrued Liability $6,876 $6,912 $6,987

Actuarial Value of Assets $5,735 $5,735 $5,735

Unfunded Actuarial Accrued Liability 
(UAAL)

$1,141 $1,177 $1,252

Funded Ratio 83.41% 82.97% 82.08%

Combined Fund Contribution Rates

Normal Cost Rate 15.60% 15.81% 16.16%

Administrative Expense Rate 1.05% 1.04% 1.04%

UAAL Rate 15.60% 15.83% 16.71%

Total Contribution Rate 32.25% 32.68% 33.91%

Member Contribution Rate 5.57% 5.56% 5.56%

Employer Contribution Rate 26.68% 27.12% 28.35%

Note: Numbers may not add due to rounding.
The dollar impact of the assumption changes, as measured in the January 1, 2023 valuation, 
will be different than that shown here. 
The impact of the assumption changes is amortized over a closed 20-year period.
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Assumption Change Impact 
by Group

($ millions) General Police Fire
Current New Increase Current New Increase Current New Increase

Actuarial 
Liability $2,993 $3,049 $56 $2,596 $2,633 $37 $1,288 $1,306 $18
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Assumption Change Impact on 
Total Actuarial Contribution Rate

Note: The cost impact of each assumption change is dependent on the order in 
which the changes are considered.
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Certification

In order to prepare these results, we have utilized appropriate actuarial models that were
developed for this purpose. These models use assumptions about future contingent events
along with recognized actuarial approaches to develop the needed results. Future actuarial
measurements may differ significantly from current measurements due to plan experience
differing from that anticipated by the economic and demographic assumptions, increases or
decreases expected as part of the natural operation of the methodology used for these
measurements, and changes in plan provisions or applicable law. Because of limited scope,
Cavanaugh Macdonald performed no analysis of the potential range of such future differences,
except for some limited analysis in financial projections or required disclosure information.

We meet the Qualification Standards of the American Academy of Actuaries to render the
actuarial opinions contained in this report. This report has been prepared in accordance with all
applicable Actuarial Standards of Practice, and we are available to answer questions about it.

Larry Langer, ASA, EA, FCA, MAAA Patrice A. Beckham, FSA, EA, FCA, MAAA 
Principal and Consulting Actuary Principal and Consulting Actuary
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Appendix of 
Technical Documentation
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Post-retirement Mortality
Assumption

Mortality varies by many
factors including:

• geography, 
• marital status, 
• education, 
• income and 
• sex. 
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Mortality Assumption

 Critical assumption from a cost perspective 
because it anticipates the duration of benefit 
payments
 If people live longer, benefits are paid longer, and it 

increases the liabilities and costs of the system

 Our focus is on mortality at key retirement ages 
(e.g. 55-85), not life expectancy at birth 

 May adjust standard tables in order to better fit the 
actual experience
 Age setback or set forward
 Benefit size (Below or Above Median)
 Scaling factors
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Geographic Variations in Mortality

Note:  life expectancy at birth
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Mortality Assumption

 Two components of the valuation mortality 
assumption
 Current mortality rates (referred to as the “base table”)
 Future mortality improvements

 Current mortality rates/Base table
 Start with a standard table, usually a recent table 
 Tables may be adjusted to better fit the observed data
 Credibility is determined based on number of deaths and 

exposures, as well as professional judgement

 Future mortality improvements
 Actuaries must consider future mortality improvements in 

recommending a mortality assumption
 We believe it is prudent for a retirement system to include an 

assumption regarding future improvements
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Current CMERS Mortality Assumption
(All Groups)

 RP-2014 Healthy Annuitant Mortality Table
 Males scaled 111%
 Females scaled 110%
 Future mortality improvements using Scale MP-2016

 RP-2014 Disabled Mortality Table
 102% for males 
 98% for females
 Future mortality improvements using Scale MP-2016

 Pre-retirement Deaths:  RP-2014 Non-annuitant 
Mortality Table with Scale MP-2016

 Actual/Expected ratio should be near 100% as future 
mortality improvements are reflected directly in the 
valuation software
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Actual Mortality Experience

 Experience indicates actual deaths (ages 60 to 85 for General 
and ages 55 to 85 for Police and Fire) were lower than expected 
(A/E Ratio is lower than 100%)

 Fewer deaths than expected means less liability was released 
than anticipated which results in actuarial losses.  

 Some adjustment to the mortality assumption is appropriate.

Males Females
General Employees 96% 106%
Police and Fire 87% Insufficient data
Total 91% 106%
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Recommendations for
Mortality Assumptions

 For the first time (2019), the Society of Actuaries published a set 
of mortality tables, based solely on public plan data (Pub-2010 
Mortality Tables)
 Different tables by occupation:  Teachers, Public Safety and General 

Employees
 Above-Median, Median, and Below-Median
 Key resource for the selection of mortality assumptions for public plans

 Recommendations:
 Pub-2010 Below Median General Employees Mortality Table with a one-

year age setback for males and a two-year set forward for females
 Pub-2010 Public Safety Mortality Table with one-year set forward
 Improvements in future based on Scale MP-2021

Males Females
Current / Proposed Current / Proposed

General Employees 96% / 99% 106% / 103%

Police and Fire 87% / 94% Limited Data 
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Male Retiree Mortality Experience
General Employees
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A/E Ratio on Current Assumption:  96%       A/E Ratio on Proposed Assumption:  99%
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Female Retiree Mortality Experience
General Employees

A/E Ratio on Current Assumption:  106%       A/E Ratio on Proposed Assumption:  103%
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Male Retiree Mortality Experience
Police and Fire

A/E Ratio on Current Assumption:  87%       A/E Ratio on Proposed Assumption:  94%
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Recommendations for Other 
Mortality Assumptions

 Our recommendation is to use the same Pub-2010 family of 
mortality tables for Actives, Disabled and Beneficiaries

 Recommendation for Active Base Table:
 General Employees: General Employees Below Median Mortality Table 

setback one year for males and set forward two years for females
 Police/Fire:  Public Safety Mortality Table set forward one year

 Recommendation for Disabled Base Table:
 General Members Disabled Mortality Table
 Public Safety Disabled Mortality Table

 Recommendation for Beneficiary Base Table:
 General Members Below Median Contingent Survivor Mortality Table
 Public Safety Contingent Survivor Mortality Table

 Future mortality improvements for all groups modeled using 
Scale MP-2021
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Retirement Assumptions

 This assumption models retirement directly from 
active status:  
 Rates vary by:

o Membership group:  General vs Police/Fire 
o Gender: male vs female
o Tier (different eligibility for early and normal)
o Early retirement vs Normal Retirement (unreduced 

benefits)
 No credible data for later tiers – those assumptions are 

developed based on professional judgement
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 A summary of retirement experience for all groups is shown 
below:

 Significantly higher retirement rates for Police/Fire
 Recommend modifying all retirement assumptions

Analysis of 
Current Retirement Assumptions

A/E Ratio
Exposure Actual Expected Count Weighted

General: Early 2,430 53 97 55% 45%

General: Normal

Male
Female

2,046
2,414

438
495

478
507

92%
98%

102%
120%

Police 755 361 196 184% 188%

Fire 537 156 103 151% 152%
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Retirement Experience
General Employees: Early Retirement  

Current Assumption A/E Ratio (liability-weighted): 45%
Proposed Assumption A/E Ratio (liability-weighted): 75%

 Recommend adjusting rates to better fit experience
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Male Retirement Experience
General Employees:  Normal Retirement   

Current Assumption A/E Ratio (liability-weighted): 102%
Proposed Assumption A/E Ratio (liability-weighted): 96%

 Recommend adjusting rates to better fit experience
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Female Retirement Experience
General Employees:  Normal Retirement   

Current Assumption A/E Ratio (liability-weighted): 120%
Proposed Assumption A/E Ratio (liability-weighted): 105%

 Recommend adjusting rates to better fit experience
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Retirement Experience
Police  

Current Assumption A/E Ratio (liability-weighted): 188%
Proposed Assumption A/E Ratio (liability-weighted): 128%

 Recommend adjusting rates to better fit experience
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Retirement Experience
Fire  

Current Assumption A/E Ratio (liability-weighted): 152%
Proposed Assumption A/E Ratio (liability-weighted): 119%

 Recommend adjusting rates to better fit experience
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Termination Experience
Male General Employees

 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 98%
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 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 105%

Termination Experience
Female General Employees
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Termination Experience
Police

 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 104%
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Termination Experience
Fire

 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 57%
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Disability Assumption

 Probability that members will become disabled 
while actively working
 Different benefits are payable, so a specific assumption

is needed to model future benefit payments
 Current assumptions vary by General Employees, 

Police and Fire

 Actual disabilities were much lower than expected 
for all groups

A/E Ratio 
Actual Expected Current Proposed

General 6 47 13% 29%
Police 7 11 64% 70%
Fire 5 16 31% 63%



Client Logo

44

Other Miscellaneous Assumptions

 Percent of disabilities that are duty-related and percent of each 
type (20% for General and non-union P/F, 60% for MPA Police 
and 75% for MPFFA Fire)

 Marriage and dependent children assumptions (no change)

 Percentage of active deaths that are duty related (no change)

 Imputed military service (no change)

 Seasonal service credit – varies by group (no change)

 Future service accruals (all members assumed to earn 1 year in 
future)

 Valuation of terminated vested members: greater of refund or 
present value of annuity at normal retirement age (no change)
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Salary Experience
General Employees

 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 81%

Note: Actual salary increases were below the proposed assumption because 
inflation over the observed period was below the assumed 2.50%.



Client Logo

46

Salary Experience
Police & Fire

 Recommend moving to a duration-based assumption.

Proposed Assumption A/E Ratio (weighted): 90%

Note: Actual salary increases were below the proposed assumption because 
inflation over the observed period was below the assumed 2.50%.
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 MEMORANDUM 

 TO:  City of Milwaukee Annuity and Pension Board 

 FROM:  Patrick McClain, Assistant City Attorney 

 DATE:  September 20, 2022 

 RE:  Analysis  of  Legislative  Amendments  Necessary  to  Effectuate  Proposed 
 Modifications to ERS Funding Policy 

 At  a  special  meeting  of  the  Annuity  and  Pension  Board  held  on  August  24,  2022,  the 
 ERS’s  actuary,  Cavanaugh  Macdonald  Consulting,  LLC  (“CavMac”),  proposed  a  series  of 
 changes  to  the  ERS  funding  policy.  This  memo  summarizes  our  analysis  of  any  amendments  to 
 Chapter  36  of  the  Milwaukee  City  Charter  that  would  be  necessary  to  effectuate  the  proposed 
 changes. 

 In  its  proposal,  CavMac  identified  20  different  “components”  of  the  current  ERS  funding 
 policy.  Of  these,  CavMac  recommended  “no  change”  to  eight  components.  These  “no  change” 
 components  included:  (1)  Entry  Age  Normal  actuarial  cost  method;  (2)  5-year  fixed  smoothing 
 period;  (3)  closed  layered  amortization  structure;  (4)  2%  amortization  payment  increases;  (5)  the 
 25-year  initial  (2019)  UAAL  amortization  period;  (6)  the  25-year  amortization  assumptions 
 period;  (7)  the  25-year  amortization  methods  period;  and  (8)  the  Normal  Cost  minimum 
 employer  contribution.  Additionally,  although  the  report  recommends  the  elimination  of  the  20% 
 asset  smoothing  corridor,  no  change  is  actually  required  for  this  component.  The  20%  corridor 
 was  previously  eliminated  by  charter  ordinance  in  2017  at  the  recommendation  of  the  Board’s 
 then-actuary. No additional action is therefore required in regard to the 20% corridor. 

 CavMac  has  correspondingly  recommended  changes  to  the  remaining  11  components. 
 Based  on  our  analysis,  we  have  concluded  that  most  of  the  proposed  changes  would  require 
 amendments  to  the  current  version  of  Chapter  36.  The  proposed  changes  and  any  necessary 
 amendments are itemized in the chart on the following page. 
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 Component  Current  Proposed  Amendment 
 Required?  Notes 

 Gains/Losses 
 Amort. Period 

 15 years  20 years  Yes*  MCC § 36-15-15-b currently requires “any” 
 change in UAAL arising from  actuarial gains 
 or losses to be amortized over 15 years. 

 Contribution 
 Gains/Losses 

 Amort. Period 

 15 years  5 years  Yes*  MCC § 36-15-15-b currently requires “any” 
 change in UAAL arising from  actuarial gains 
 or losses to be amortized over 15 years. 

 Amortization 
 (Actives) 

 25 years  15 years  Yes*  MCC § 36-15-15-b currently requires all 
 UAAL arising from changes in plan provisions 
 to be amortized over a fixed 25- year period. 

 Amortization 
 (Early Retire 

 Incentive) 

 25 years  5 years  Yes*  MCC § 36-15-15-b currently requires all 
 UAAL arising from changes in plan provisions 
 to be amortized over a fixed 25- year period. 

 Amortization 
 (Inactives - 
 Reduction) 

 25 years  10 years  Yes*  MCC § 36-15-15-b currently requires all 
 UAAL arising from changes in plan provisions 
 to be amortized over a fixed 25- year period. 

 Amortization 
 (Inactives - 

 Increase) 

 25 years  1 year  Yes*  MCC § 36-15-15-b currently requires all 
 UAAL arising from changes in plan provisions 
 to be amortized over a fixed 25- year period. 

 Fresh Start  None  25 years  Yes  No current provision authorizes a “fresh start” 
 25-year UAAL amortization. 

 Contribution 
 Phase-In 

 None  5 Years  Recommended  Because MCC §§ 36-08-6-h-2 does not 
 expressly allow phase-in contributions, an 
 amendment is recommended. 

 Projected 
 Returns 

 2022 
 Callan 

 2023 
 Callan 

 No  MCC §§ 36-08-6-h-2, 36-15-14, and 36-15-15 
 permit the actuary to reset the stable 
 contribution rate according to actuarial 
 standards of practice. 

 Asset 
 Measure Date 

 1/1/2022  1/1/2023  No  MCC §§ 36-08-6-h-2, 36-15-14, and 36-15-15 
 permit the actuary to reset the stable 
 contribution rate according to actuarial 
 standards of practice. 

 Contribution 
 Basis 

 Rate  Dollar  Yes  MCC § 36-08-6-h-2 currently requires the 
 actuarial contribution rate to be expressed as a 
 percentage of covered compensation. 

 *  Requires  an  affirmative  vote  of  at  least  5  members  of  the  Annuity  and  Pension  Board,  as  well  as  certification  from 
 CavMac that the changes comply with Actuarial Standards of Practice.  See infra;  MCC § 36-15-15-b. 
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 Finally,  we  note—as  denoted  by  the  asterisks  in  the  preceding  table—many  of  the 
 proposed  changes  require  amendments  to  MCC  §  36-15-15.  Under  its  current  terms,  this 
 provision  cannot  be  altered  without  formal  action  by  both  the  Board  and  the  ERS’s  actuary. 
 Specifically,  MCC  §  36-15-15-b  states  that  “[n]o  changes  shall  be  made  to  this  paragraph 
 without  an  affirmative  vote  of  the  board  of  at  least  5  of  its  members,  and  written  certification 
 from  the  board's  actuary  that  such  changes  comply  with  Actuarial  Standards  of  Practice.”  As 
 such,  if  the  Board  elects  to  adopt  CavMac’s  recommendations,  the  Board  is  required  to  complete 
 the described actions before the Common Council may enact any changes to MCC § 36-15-15. 

 I  am  available  to  discuss  this  memorandum  and  any  related  concerns  at  the  Board’s 
 convenience. Thank you. 

 PATRICK MCCLAIN 

 cc:  Bernard Allen, Executive Director 

 Encl.:  (1) CavMac “Funding Policy Discussion” Presentation (12 pages) 
 (2) Chapter 36 Excerpts (3 pages) 













1 
 

 
 

Memorandum 
 

 
TO: Bernard J. Allen, Executive Director 

Annuity and Pension Board  
    
FROM: Gust Petropoulos, Disability Deputy Director 
 
DATE: November 11, 2022 
 
RE:  Independent Reviewer/Hearing Examiner – Paul Reilly 
 

 
The Employes’ Retirement System (ERS) utilizes the services of retired Wisconsin Circuit Court 
judges and attorneys to conduct the reviews and administrative appeal hearings in connection 
with Disability and Duty Death applications and re-examinations (pursuant to §36-15-18, MCC and 
Annuity & Pension Board Rules and Regulations §§XX and XXI). Over the last few years, there has 
been some attrition in the number of Reviewers and Hearing Examiners.  I had communicated 
this to Judge Dennis Moroney, a current Reviewer and Hearing Examiner, in an effort to obtain 
recommended candidates to fill the role. In September 2022 Judge Moroney informed me that he 
would recommend Judge Paul Reilly.  I spoke with Judge Reilly and discussed the duties.  He 
expressed interest and provided his resume.   
 
Judge Reilly is a retired Appeals Court Jurist for the State of Wisconsin.  He is currently a 
reserve judge and conducts mediation services. Assistant City Attorney Patrick McClain has 
reviewed Judge Reilly’s credentials and has found that he would be well qualified.  Upon the 
recommendation of Judge Moroney and review by Mr. McClain, I recommend the Annuity and 
Pension Board retain his services in the capacity of an Independent Reviewer and Hearing 
Examiner. 
 
 



Hon. Paul F. Reilly (ret.) 
35847 Waterstone Cir. Oconomowoc WI 53066 

262-844-0641 
preilly@concurrence adr.com 

 
PROFESSIONAL EXPERIENCE 
 

CONCURRENCE ADR, LLC: January 2022-Present 

STATE OF WISCONSIN,  
Reserve Judge, March 2022-Present 

 
Wisconsin Court of Appeals, District 2; 2010-2022 (Presiding Judge 2016-2022) 

 
Waukesha County Circuit Court; 2003-2010 (Rotations in Criminal, Civil and Family 
Divisions) 

 
 HIPPENMEYER, REILLY, MOODIE & BLUM; 1987-2003 
 
 CITY ATTORNEY, CITY OF NEW BERLIN WIS.; 1997-2003 
 
EDUCATION 

UNIVERSITY OF WISCONSIN LAW SCHOOL, Madison, Wisconsin 
Juris Doctorate, May 1987 

UNIVERSITY OF WISCONSIN SCHOOL of BUSINESS, Madison, 
Wisconsin, Bachelor of Business Administration; Risk & Insurance; May 
1984 
 

BAR ADMISSIONS 
State of Wisconsin, 1987 

U.S. Court of Appeals, 7th Cir. 1990 

Eastern & Western District Federal Courts of Wisconsin, 1987 

PROFESSIONAL AND CIVIC ACTIVITIES 
 State Bar of Wisconsin; Board of Governors 
 Waukesha County Bar Association, Past-President 
  Wisconsin Civil Jury Instruction Committee (2008-2022) 
 Wisconsin Judicial Commission (2010-2016, Chair, 2015) 
 Judicial Faculty, State Courts of Wisconsin 



HEARING EXAMINER SERVICES AGREEMENT  

AGREEMENT made by and between Paul F. Reilly of Oconomowoc, Wisconsin (“Hearing 

Examiner”), and the Employes’ Retirement System of the City of Milwaukee (“ERS”), with its 

principal offices located at 789 North Water Street, Suite 300, Milwaukee, Wisconsin 53202. 

RECITALS 

 1. ERS exists by virtue of Chapter 396, Laws of 1937, and Chapter 36 of the Milwaukee 

City Charter, 1971 compilation as amended, and has all of the powers and privileges of a 

corporation as enumerated in Chapters 180 and 182 of the Wisconsin Statues. 

 2.  The general administration and responsibility for the operation of the ERS and for making 

effective the provisions of Chapter  36 of the Milwaukee City Charter is vested in the Annuity and 

Pension Board (“Board”). 

 3. Under Milwaukee City Charter §36-15-7, the Board is authorized to engage such services 

as shall be required to transact the business of the ERS. 

 4. Pursuant to Milwaukee City Charter §36-15-18, any person aggrieved within the meaning 

of Wis. Stats. Ch. 68, by a determination of the Board reviewable under Wis. Stats. Ch. 68, may 

have such determination reviewed in accordance with the procedures established in Wis. Stats. 

§§68.08 to 68.13. 

 5. Under Wis. Stats. §68.09(2), review of an initial determination may be conducted by a 

person other than the person or entity who made the initial determination. Under Wis. Stats. 

§68.11, a hearing on an administrative appeal may be conducted by an impartial person 

designated by the Board to conduct a hearing and report to the Board. 

 6. The Board rules establishing the review procedure provide for an independent review, 

and appointment of an impartial hearing examiner to review initial determinations and conduct 



administrative appeal hearings. 

 7. The Board is desirous of entering into an agreement with a person who shall serve in the 

capacity of a hearing examiner, and Hearing Examiner is desirous of serving in that capacity in 

accordance with the terms and conditions set forth in this Agreement.  

NOW THEREFORE, in consideration of the mutual promises of the parties contained herein, 

the ERS and the Hearing Examiner hereby agree as follows: 

I.   DESCRIPTION OF THE WORK 

Hearing Examiner agrees to serve as an independent reviewer or hearing examiner for 

ERS in accordance with Articles XX and XXI of the Rules and Regulations of the Board 

annexed hereto.  Hearing Examiner shall serve in a particular matter at the designation of the 

Board. 

II.   PAYMENT 

 ERS shall pay the Hearing Examiner at the rate of $200.00 (One hundred ten dollars) per hour 

for work performed as described in Section I, above. Compensation for fractions of hours worked 

shall be prorated on the basis of the hourly rate.  In addition, ERS will reimburse Hearing Examiner 

for reasonable related expenses such as typing, photocopying and mailing. 

III.   PROMPT PAYMENT POLICY 

ERS, as a matter of policy, shall strive to pay all timely and properly completed invoices within 

thirty (30) days of submission. Payment to the Hearing Examiner will be deemed timely if the 

payment is mailed, delivered, or transferred within forty fifth (45) days after receipt of a properly 

completed and undisputed invoice or receipt and acceptance of the service under this Agreement, 

whichever is later. If the ERS does not make payment by the 60th calendar day, the ERS shall pay 

simple interest beginning with the 31st calendar day at the rate of one percent (1%) per month, 



unless the ERS disputes the amount of the invoice. 

V.   CUSTODY OF DOCUMENTS 

 The ERS shall retain ownership and custody of all documents provided to, reviewed or created 

by the Hearing Examiner in connection with the work he/she performs pursuant to this Agreement. 

Hearing Examiner shall return to the ERS all copies of all documentation with which he/she is 

provided, reviews, and/or creates in connection with his/her work under this Agreement, and no 

copies of such documents shall remain with the Hearing Examiner.   

VI.   COMPLIANCE WITH MEDICAL PRIVACY LAWS 

 At all times, Hearing Examiner shall abide by any and all applicable state and federal medical 

privacy laws and regulations, including but not limited to Section 146.82 of the Wisconsin Statutes 

and the Health Insurance Portability and Accountability Act of 1996 (HIPAA), as amended from 

time to time, if applicable. 

VII.   RELATIONSHIP OF THE PARTIES 

 The Hearing Examiner is an independent contractor for the ERS. Hearing Examiner is not an 

employee of the ERS and is not entitled to any fringe benefits, including, but not limited to, group 

insurance and pension plan benefits. Personal income tax payments, social security contributions, 

and all other governmental reporting and contributions required as a consequence of the Hearing 

Examiner receiving payment under this Agreement shall be the sole responsibility of the Hearing 

Examiner. Hearing Examiner may practice his/her profession during those periods when he/she is 

not performing work under this Agreement. The Board may, during the term of this Agreement, 

engage independent contractors to perform the same work Hearing Examiner performs hereunder. 

VIII.   INDEMNIFICATION 

 The Board agrees to indemnify and hold harmless the Hearing Examiner for any and all 



liability, costs, attorneys’ fees, and judgments which the Hearing Examiner may incur as a result 

of Hearing Examiner negligent performance under the terms of the Agreement. Hearing Examiner 

agrees to tender the defense of any claim or lawsuit falling within the terms of this paragraph by 

delivering the complaint, or otherwise providing notification of the lawsuit, to the Executive 

Director within five (5) business days of receipt thereof and to fully cooperate with the ERS and 

Board in the defense thereof. 

IX.   CONFLICTS OF INTEREST 

 No officer, employee, or agent of the City of Milwaukee (“City”) who exercises any functions 

or responsibilities in connection with the carrying out of any services or requirements to which 

this Agreement pertains, shall have any personal interest, direct or indirect, in this Agreement. No 

member of the governing body of the City and no other public official of the City who exercises 

any functions or responsibilities in the review or approval of the carrying out of this Agreement 

shall have any personal interest, direct or indirect, in this Agreement.   

 The Hearing Examiner covenants that he/she presently has no interest, and shall not acquire 

any interest, direct or indirect, which would conflict in any manner or degree with the performance 

of his/her services hereunder. An interest on the part of the Hearing must be disclosed to the ERS 

and/or the City.   

X.   QUALIFICATIONS OF HEARING EXAMINER 

Hearing Examiner must be licensed to practice law in the State of Wisconsin, in good standing 

under the laws of the State of Wisconsin, and must remain so throughout the term of this 

Agreement. 

XI.   DURATION 

This Agreement shall be in force as and from the date of execution of this Agreement 



until terminated by either party upon written notice of termination.  Either party may cancel 

this Agreement on fifteen (15) days written notice. 

XII.   NOTICE 

 Notices provided under this Agreement shall be provided, via first class U.S. Mail, to: 

For ERS: 

Bernard J. Allen, Executive Director 
Employes’ Retirement System 
789 North Water Street, Suite 300 
Milwaukee, WI 53202 
 

For the Hearing Examiner: 

Paul F. Reilly 
35847 Waterstone Circle 
Oconomowoc, WI 53066 
 

XIII.   CHOICE OF LAW AND VENUE 

 This Agreement, and all questions arising in connection herewith shall be governed by and 

construed in accordance with the internal laws of the State of Wisconsin. Venue for any action 

arising out of or in any way related to this Agreement shall be exclusively in the City of Milwaukee 

for matters arising under state law and in federal district court in the eastern district of Wisconsin 

for matters arising under federal jurisdiction.  

XIV.   PUBLIC RECORDS 

 The Hearing Examiner understands that the ERS is bound by the Wisconsin Public Records 

Law, and as such, all of the terms of this Agreement are subject to and conditioned on the 

provisions of Wis. Stat. Sec. 19.21 et. sec., including but not limited to those records that are 

produced or collected under this Agreement. The Hearing Examiner acknowledges that he/she is 

obligated to assist the ERS in retaining and producing records that are subject to the Wisconsin 

Public Records Law, and that the failure to do so shall constitute a material breach of this 



Agreement, and that the Hearing Examiner must defend and hold the ERS harmless from liability 

due to his/her fault under that law.  Except as otherwise required by this Agreement, those records 

shall be maintained for a period of seven years.   

XV.   NONDISCRIMINATION 

 To the extent applicable to this Agreement, if any, the Hearing Examiner agrees not to 

discriminate against any qualified employee or qualified applicant for employment because of sex, 

race, religion, color, national origin or ancestry, age, disability, lawful source of income, marital 

status, sexual orientation, gender identity or expression, past or present membership in the military 

service, familial status, or based on affiliation with or perceived affiliation with any of these 

protected categories.  This requirement shall apply, but not be limited to, the following:  tenure, 

terms or conditions of employment, promotion, demotion or transfer, recruitment or recruitment 

advertising, employment rules and policies, lay-off or termination, rates of pay or other forms of 

compensation, and selection for training including apprenticeship.   

 To the extent applicable to this Agreement, if any, no person in the United States shall, on the 

grounds of race, color, religion, sex, or national origin, be excluded from participation in, be denied 

the benefits of, or be subject to discrimination under any program or activity made possible by or 

resulting from this Agreement.  The ERS and each employer will comply with all requirements 

imposed by or pursuant to the regulations of the appropriate federal agency effectuating Title VI 

of the Civil Rights Act of 1964. 

 To the extent applicable to this Agreement, Hearing Examiner agrees to comply with all 

applicable requirements of the Americans with Disabilities Act of 1990, 42 U.S.C. 12101, et seq. 

 IN WITNESS WHEREOF, the parties hereto have executed this Agreement at Milwaukee, 

Wisconsin this _____day of ___________________________, 20___. 



IN THE PRESENCE OF:     
 
____________________________   ____________________________________
       Paul F. Reilly 
 
 
IN THE PRESENCE OF:  EMPLOYES’ RETIREMENT SYSTEM OF 
   THE CITY OF MILWAUKEE 
 
____________________________   ____________________________________ 
       Matthew Bell, President 
       Annuity and Pension Board 
 
____________________________   ____________________________________ 

Bernard J. Allen, Executive Director 
       Employes’ Retirement System 
 
This form document was drafted  
by the office of the City Attorney.  
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Memorandum 
 

 
TO: Bernard J. Allen, Executive Director 

Annuity and Pension Board  
    
FROM: Gust Petropoulos, Disability Deputy Director 
 
DATE: November 11, 2022 
 
RE:  Proposed change to Board Rule III.E. 
 

 
On rare occasion ERS Disability staff has encountered circumstances that make it difficult to 
comply with rule III.E and also administer the provisions of the Re-examination requirement in 
Chapter 36 of the City’s Charter Ordinance.  This is most often due to the physical condition of 
the retiree who is to be re-examined.  Following is a proposed change to this Board Rule that 
would be consistent with the spirit of the current rule, but give discretion and flexibility to ERS 
staff and examining Medical Doctors.  The proposed changes are underlined.  This proposal has 
been discussed with Assistant City Attorney Patrick McClain.  He and I present the following 
language as a starting point for discussion by the Annuity and Pension Board. 
 
“A member, retired on account of a duty disability retirement, who lives outside of the City of 
Milwaukee shall be required to return to Milwaukee to report to the Medical Council or 
Medical Panel for medical re-examination as provided in Section 36-05-3-c of the Milwaukee 
City Charter for Firemen and Policemen and Section 36-07-1 of the Milwaukee City Charter for 
other employes on duty disability retirement. However, the Board may authorize such 
examination to be made by a physician selected by the Medical Council and the fee for such 
examination shall be as determined by the Medical Council and shall be paid by the ERS upon 
receipt of a report from the physician. Notwithstanding the foregoing, the Disability Deputy 
Director may, upon recommendation by the selected physician that an in-person examination is 
not required, authorize a re-examination to be conducted remotely by virtual means.” 
   
 



 
 
 
Conference Requests – November 2022 Board Meeting 

 
 

Erich Sauer Visions, Insights, Perspectives Conference  
Sponsor:   Institutional Real Estate, Inc.      
Location:   Rancho Palos Verdes, CA     
Date(s):    January 17-20, 2023    
Estimated Cost:  $2,250 
 
David Silber, BlackRock Due Diligence & Potential Callan Office Visit 
Dave Walters  
Sponsor:   BlackRock       
Location:   San Francisco, CA     
Date(s):    February 1-3, 2023    
Estimated Cost: $1,600 per person 
 
 
David Silber, 2023 Public Funds Roundtable 
Dave Walters  
Sponsor:   Institutional Investor       
Location:   Los Angeles, CA     
Date(s):    April 24-27, 2023    
Estimated Cost: $2,100 per person 



2023   Board and Committee Meeting Dates 
    All meetings begin at 9:00 a.m. unless otherwise noted. 

  

January  24 Board (Tuesday)  
 
February  9 Investment (Thursday) 

28 Board (Tuesday)     
 
March  16 A&O (Thursday) 

28 Board (Tuesday)  
 
April   20 Investment (Thursday) 

25 Board (Tuesday) 
 
May   04 Investment (Thursday) 

23 Board (Tuesday) 
 
June   08 Investment (Thursday) 

21 A&O (Wednesday) 
27 Board (Tuesday) 

     
July   25 Board (Tuesday) 
  
September  07 Investment (Thursday) 

20 A&O (Wednesday) 
26 Board (Tuesday) 

 
October  24 Board (Tuesday) 
 
November  09 Investment (Thursday) 

28 Board (Tuesday) 
       
December  07 Investment (Thursday) 

19 Board (Tuesday) 
   20 A&O (Wednesday) 

  
 

 





 

 
 
 
 
 
 
 
 
 

V. 
 

MEDICAL REPORTS  
 

 
A. All Duty & Ordinary Disability Applications & Re-examinations (November). 

 
 

 
 



                                                                                                DOCTOR DECISION

Case 
Number

Name Title Employer Case Type Case Sub-
Type

City Union Third Disability 
Date

Comments

1079 GILLESPIE, THOMAS FIRE FIGHTER        
     

FIRE DD 75%    Re-Examination Approved Approved 08/01/2020 Exempt from 
Re-Exam

1143 KENDZIORSKI, ROBERT POLICE OFFICER   
        

POLICE DD 75%    Re-Examination Approved Approved 12/08/2013

 Number of Cases:                2

This report includes Fire duty disabilities with an application date prior to July 29, 2016; Police MPA duty disabilities with an application date prior to June 19, 2016; and Police MPSO duty disabilities 

with an application date prior to January 1, 2016.

 CITY OF MILWAUKEE EMPLOYES' RETIREMENT SYSTEMMERITS

Medical Panel Approvals Report

Pension Board Meeting Date    11/22/2022Approved by Executive Director

1 OF 1

09:18

11/14/2022

Page Number:

TIME RAN :

DATE RAN :





 

 
 
 
 
 
 
 
 
 

VI. 
 

UNFINISHED BUSINESS 
 
 

A. Pending Legal Opinions and Service Requests Report. 
B. Pending Legislation Report. 
C. Executive Director’s Report – Inventory of ERS Projects. 
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PENDING LEGAL OPINIONS AND SERVICE REQUESTS REPORT  
 
 
 
PART 1.    LEGAL OPINIONS - OFFICE OF CITY ATTORNEY  
 
01/28/22 Same Sex Spouse Retirees 

The Employes’ Retirement System received an inquiry from a retiree as it relates to a post-retirement 
election of a same gender spouse survivor where state law was found to unconstitutionally prohibit 
same gender marriages previous to the retirement of the retiree. 

  11/03/22 Received legal opinion from City Attorney’s Office. 
  11/22/22 On Pension Board Agenda. 
 
07/18/22 Additional Service Credit and Final Average Salary 

Whether additional service credit and final average salary accrue to a member who is a full time 
employee of the City proper and who also works part-time for one or more city agencies. 
 

 
 
PART 2.    LEGAL OPINIONS - OUTSIDE LEGAL COUNSEL  
 
 None. 
 
 
 
PART 3.    SERVICE REQUESTS - OFFICE OF CITY ATTORNEY  
 
12/16/21 Contract for Banking Services 

ERS staff requests assistance of legal counsel in drafting and negotiating a contract for banking 
services with vendor. 
10/12/22 ERS received proposed Second Amendment to extend current banking services agreement 
with Wells Fargo Bank. 
10/25/22 Contract extension approved by Pension Board. City Attorney’s Office continues 
negotiations with Wells Fargo for a new banking services agreement. 

 
08/03/22 Indemnification Agreement 

ERS staff is requesting the City Attorney’s Office to extend the current Indemnification Agreement 
with the City.     
09/22/22 Received proposed draft from City Attorney’s Office.  
09/28/22 Pension Board requests additional revisions to the proposed draft agreement that 
incorporates its concerns. 

November 22, 2022 Board Meeting 
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08/23/22 Financial Audit Services 

Legal counsel requested to negotiate and draft a contract for annual financial and compliance audit 
services. 

 
   
 
PART 4.    SERVICE REQUESTS - OUTSIDE LEGAL COUNSEL 
 
10/10/22 Abbott Capital Private Equity Investor 2023 

ERS investment staff requests legal counsel to review and negotiate a proposed Limited Partnership 
Agreement and Side Letter with Abbott Capital. 
10/17/22 Matter referred to outside legal counsel, Reinhart Boerner Van Deuren S.C. 
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PENDING LEGISLATION REPORT  
 
 
 
 
PART 1.   PENDING CHARTER ORDINANCES FOR COMMON COUNCIL ACTION 
 
 None. 

 
  

 
 
 
PART 2. PENDING CHANGES TO THE RULES & REGULATIONS 
 
 None. 
 
 
 
 
 

PART 3. PENDING LEGISLATIVE COMMITTEE REFERRALS  
 
 Pension Contribution Offset 
 12/13/16 ERS requested legal guidance on whether the 5.8% pension contribution offset for public safety 

employees pursuant to recent labor contract settlements or interest arbitration, is includable as “salary” for 
adjusting duty disability retirement allowance. 
02/16/17 City Attorney issued a legal opinion advising that since members receiving a duty disability retirement 
allowance have not paid the member contributions, they are not entitled to the 5.8% pension contribution offset.  
02/27/17 Opinion referred to Legislative Committee for consideration on whether the pension contribution offset 
received by general city and protective service members should be included in the calculation of the Conversion 
to Service Retirement and Extended Life retirement allowances. 

 07/31/17 Committee recommended this matter be held pending resolution of litigation.  

November 22, 2022 Board Meeting 
 



 
 

 
Employes’ Retirement System  ̶  Executive Director’s Report 
 
November 2022 
 
I. Personnel Update 

A. ERS is working with DER to fill the following positions: ERS Systems Administrator and 
2 Program Assistant II. 
 

II. Member Services 
A. New retirees on payroll in October - 36; 23 are currently anticipated for the 

November payroll. 
B. Retiree/Employee deaths in September - 23. 
C. There was a Retirement Workshop for MPA on 10/14/22 and 36 attended.  There was 

a Retirement Workshop for MFD on 10/21/22 and 5 attended. 
D. The last General City Retirement Workshop for this year will be on Friday, 11/18/22. 
E. Both Life Insurance Specialist positions are vacant.  A Transfer/Promotional Opportunity 

was sent out by DER on 10/28/22.  This opportunity is for all current City of Milwaukee 
employees only.  Based on the number and quality of applicants received, the same list 
will be used to fill both positions. 

F. Below is a breakdown of to-date ERS benefits payouts/active/deferred counts: 
 

Category Count 
Annuitants   
Death - Duty 27 
Death - Ordinary 96 
Disability - Duty 379 
Disability - Ordinary 582 
Retirement 12,731 
Separation 37 
Total Annuitants 13,852 
Active 10,712 
Deferred 3,140 
Total Population 27,704 

 
III.  Financial Services 

A. Staff will be meeting with Baker Tilly and Cavanaugh Macdonald in December to outline 
the work schedules for the 12/31/22 Financial Audit and 1/1/23 Actuarial Valuation. 

B. DER has completed the market study analysis for Business Operations and HR positions 
within ERS.  We have started implementing the pay raises and will continue to 
implement them through Pay Period 23, which ends November 26th.  We expect the 
market study analysis’ for ERS senior manager to be implemented in December as well.  
DER also plans to complete a market study for ERS administrative and clerical positions 
in December. 

 
IV. Information Services 

A. Struts Upgrade and Modernize MERITS Website in progress. 



 
 

B. FileNet P8-WebSphere Application Server Upgrade in progress. 

C. IBM-DataCap Upgrade in progress. 

D. System Galaxy Security System Upgrade in progress. 

E. VMware Workspace ONE Implementation in progress. 

F. Titan Content Manager Upgrade in progress. 

G. Network Infrastructure Firmware/OS Upgrade in progress. 

H. 789 and Remote Office PC Firmware Upgrade in progress. 

I. WUG Upgrade in progress. 

 

V. Administration  
 

Pat Beckham and Larry Langer of Cavanaugh MacDonald are giving a presentation 
regarding proposed changes to the ERS funding policy resulting from the five-year 
experience study. Copies of the current and previous presentations regarding the five- 
year experience study and funding policy recommendations are included in with this 
month’s board packet for reference. 
 
Also attached is a graphic illustration of the work-flow and decision matrix associated 
with Board and staff activities in connection with determining and implementing both 
the outcomes of the five-experience study conducted by Cavanaugh MacDonald and 
the Asset-Liability Study proposed by Callan Assoc. These two studies are inter-
related and present a fair amount of complexity, including a potential “chicken or 
egg” conundrum about which study is to be completed first with resulting outcomes 
incorporated as inputs in the other study.  
 
In order to resolve the potential conundrum, Callan has advised that they will provide 
phase 1 of the Asset-Liability study at the proposed February 9, 2023 Investment 
Committee meeting which will model asset scenarios based on final capital market 
assumptions for 2023. Phase 2 of the study requires final determination of projected 
liabilities and reset of the stable contribution for the period 2023-2027 based on the 
updated discount rate adopted by the Board as a result of Cavanaugh MacDonald’s 
five year experience study which in turn necessarily assumes the current investment 
policy and strategic asset allocation prior to completion of Phase 2 of the Asset-
Liability Study.  
  



BOARD

CAV MAC 
(ACTUARY)

CALLAN
(INVESTMENT 
CONSULTANT)

ERS STAFF

MEMBERSHIP EMPLOYERS

a. Recommend 
Assumptions

b. Approve
Assumptions

c. Provide CMA

d. Preliminary
Stable Contrib. Info

f. ALM Study Results
(post IC approval)

d. Preliminary
Stable Contrib. 
Info

g. Final Stable
Contrib Policy AND
Updated Assumptions

h. Approve Final Assumptions

k. Deliver Valuation

i. Deliver Benefit Factors

j. Inform Membership &
Implement Factors

m. Bill for Employer Contributions

COMMON 
COUNCIL

e. Inform CC & Obtain Approval of Amendments

INVESTMENT 
COMMITTEE

l. Deliver Financial Report

Orange text = optional if Board
would like to wait for ALM study

e. Work on ALM Study



Set 1
 (ALM 

integrated)

Set 2 
(ALM not 

integrated)
IC / Board Staff Callan Common Council

Nov Nov

Nov Nov Approve Assumptions

Nov Nov
If Assumptions Involve 36 
Amendments, Open File 

with CC

Dec Dec Approve Ch 36 
Amendments

Dec Dec Generate 
Benefit Factors

Dec Dec Generate Capital Market 
Assumptions

Jam Jan
Present 

Assumptions - 
updated CMA

Jan Jan Approve Assumptions - 
updated CMA

Feb Feb
If Assumptions Involve 36 
Amendments, Open File 
with CC (updated CMA)

Feb Feb
Approve Ch 36 

Amendments (updated 
CMA)

Feb Feb Provide Raw Data Callan works on Asset 
Modeling

Feb Feb Generate 
Benefit Factors

Mar Mar

Mar Mar Approve Stable Contrib. 
Policy

Mar Mar

Mar Mar Implement Benefit Factors

Mar Start ALM Study

Mar Review ALM Study

Apr Continue ALM Study

Apr Review ALM Study

May Implement Benefit Factors

May Final Asset Numbers Present ALM Study

May Approve ALM Study

Jun Generate Portfolio Generate Portfolio

Jun Approve Portfolio

Jun Implement Portfolio Implement Portfolio

Jul Update 
Contrib. Policy

Jul Approve Updated Stable 
Contrib. Policy

Sep Jun Generate 
Valuation

Sep Jun Approve Valuation

Oct Jul Create Financial Report

Oct Jul Approve Financial Report

CavMac

Present Assumptions

Generate Stable Contrib. Policy

Generate Prelim. Valuation 
Data Elements



Basic Website Metrics

Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct.

Visits 5,442 5,180 4,728 5,053 4,698 5,107 4,872 4,212 4,565 4,852 5,268 3,791 5,538

Users 4,015 3,813 3,667 3,810 3,551 3,375 3,751 3,147 3,458 3,408 3,728 2,640 3,979

Page Views 16,046 13,712 12,305 13,532 12,267 13,227 12,458 11,258 10,415 11,694 13,000 9,856 13,918

Ave. Visit 2:35 2:10 2:09 2:18 2:10 2:10 2:14 2:29 1:13 1:09 1:07 1:29 1:12

11/1/2022                                                                                                                     GA4 began 7/1/2022

2021    2022



 

 
 
 
 
 
 
 
 
 

VII. 
 

INFORMATIONAL 
 

A. Pending Litigation Report.  
B. Conferences. 
C. Class Action Income 2022 YTD. 
D. Adjusted Quarterly Cost Basis of Equity. 
E. Minutes of the Administration & Operations Committee Meeting Held 

October 19, 2022. 
F. Report on Bills. 
G. Deployment of Assets. 
H. Securities Lending Revenue and Budget Report. 
I. Preliminary Performance Report and Asset Allocation. 
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PENDING LITIGATION REPORT  

 
 
Part 1.   ERS Litigation through the City Attorney 
 
MPSO/Local 215, et al. v City of Milwaukee, et al; Case Nos. 2019AP001319; 2018CV001274 
MPSO and Local 215 have filed suit on behalf of certain duty disability retirees against the City of Milwaukee and the Employes’ Retirement 
System alleging the defendants violated the collective bargaining agreements as it relates to the payment of the 5.8% pension offset. 
**See prior Reports for case history**  
 10/12/22 WI Supreme Court decision pending. 
 
Faith Wooden v. City of Milwaukee, et al; Case No. 2022CV001119 
Widow of a deceased public safety employee filed a Petition for Certiorari Review of the Annuity & Pension Board’s Decision denying the 
petitioner’s Application for Accidental Death Benefits. 
**See prior Reports for case history** 
 09/14/22 Petitioner’s Reply Brief filed. 
 
MPA and Kurt Lacina v. City of Milwaukee, et al; Case No. 2022CV001965 
Kurt Lacina alleges his DDRA was wrongfully offset by a worker’s compensation permanent partial disability award by defendants.  
**See prior Reports for case history**  
 10/13/22 Notice of Motion, Motion for Summary/Declaratory Judgment, Brief and Affidavits in Support filed. 
 10/19/22 Plaintiffs’ Request to Adjourn Summary Judgment Hearing.  
 01/27/23 Case scheduled for Summary Judgment Hearing. 
  

November 22, 2022 Board Meeting 
 



 

789 North Water Street ♦ Suite 300 ♦ Milwaukee WI 53202 ♦ Phone 414-286-3557 or 1-800-815-8418 ♦ Fax 414-286-8428 
 Page 2 
 

Part 2.   ERS Administrative Appeal Hearings through the City Attorney 
 
Jason Rodriguez; Administrative Case No. 1443 
 Hearing stayed pending outcome of Appellant's state workers compensation (WC) appeal hearing. First WC appeal hearing held May 10, 2022. Second 

WC appeal date pending.  
 
Sandrah Crawford; Administrative Case No. 1457 
 Hearing held on October 26, 2022. Parties' proposed findings submitted on November 3, 2022. Hearing Examiner's decision pending. 
  
Albert Greene Jr; Administrative Case Nos. 1511 and 1512 
 Appeal hearing requested; pending scheduling. 
  
 
Part 3.   Notice of Claim filed with ERS 
 
None. 
 
 
Part 4. ERS Litigation through Outside Legal Counsel 
 
None. 
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Client Conferences 2022-2023                                         Board Meeting: November 22, 2022 

 

DATE(S) CONFERENCE(S) / LOCATION(S) SPONSOR(S) 
   
April 2 – 4, 2023 Callan Institute’s 2023 National Conference 

Scottsdale, AZ 
Callan Associates 
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Trustee Conferences 2022-2023                                                     Board Meeting: November 22, 2022 

DATE(S)   
   
November 29, 2022 IREI : Live – Topic of the Day: ESG 

Virtual 
 

Institutional Real Estate, Inc. 

November 30 – December 1, 
2022 

Pension Bridge Alternatives 2022 Bi-Coastal Conference 
New York, NY & Los Angele0073, CA 
 

with.Intelligence 

January 10, 2023 
Noon – 1pm 

Reviewing My 2022 Forecast and What the Outlook for 2023 Holds – John Stoltzfus, 
Chief Investment Strategist at Oppenheimer 
Virtual 
 

CFA Society Madison 

January 17 – 19, 2023 2023 Visions, Insights & Perspectives (VIP) 
Rancho Palos Verdes, CA 
 

Institutional Real Estate, Inc. 

January 22 – 24, 2023 2023 Legislative Conference 
Washington, DC 
 

NCPERS 

February 27 – 28, 2023 Investment Basics – Certificate Series Course 
Orlando, FL 
 

International Foundation of Employee 
Benefit Plans 

March 6 – 8, 2023 CII Spring 2023 Conference 
Washington, DC 
 

Council of Institutional Investors 

April 19, 2023 7th Annual Real Estate Midwest Forum 
Chicago, IL 
 

Markets Group 

April 24 – 26, 2023 2023 Public Funds Roundtable 
Los Angeles, CA 
 

Institutional Investor 

April 30 – May 3, 2023 Global Conference 
Los Angeles, CA 
 

Milken Institute 

May 20 – 21, 2023 NCPERS Accredited Fiduciary (NAF) Program & Trustee Education Seminar (TEDS) 
New Orleans, LA 
 

NCPERS 

May 21 – 24, 2023 Annual Conference & Exhibition (ACE) 
New Orleans, LA 
 

NCPERS 

May 23, 2023 9th Annual Midwest Institutional Forum 
Chicago, IL 
 

Markets Group 
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Trustee Conferences 2022-2023                                                    Board Meeting: November 22, 2022 
 

DATE(S) CONFERENCE(S) / LOCATION(S) SPONSOR(S) 
   
July 20 - 21, 2023 ALTSCHI 

Chicago, IL 
 

Markets Group 

July 24 - 25, 2023 Certificate of Achievement in Public Plan Policy (CAPPP): Pensions Part I 
Chicago, IL 
 

International Foundation of Employee Benefit 
Plans 

July 26 - 27, 2023 Certificate of Achievement in Public Plan Policy (CAPPP): Pensions Part II 
Chicago, IL 
 

International Foundation of Employee Benefit 
Plans 

September 11 – 13, 2023 CII Fall 2023 Conference 
Long Beach, CA 
 

Council of Institutional Investors 

September 20 – 21, 2023 Investment Basics – Certificate Series Course 
Las Vegas, NV 
 

International Foundation of Employee Benefit 
Plans 

September 30 – October 1, 
2023 

Certificate of Achievement in Public Plan Policy (CAPPP): Pensions Part I 
Boston, MA 
 

International Foundation of Employee Benefit 
Plans 

October 3 – 5, 2023 2023 Roundtable for Consultants & Institutional Investors 
Chicago, IL 
 

Institutional Investor 

October 21 – 22, 2023 NCPERS Accredited Fiduciary (NAF) Program 
Las Vegas, NV 
 

NCPERS 

October 22 – 25, 2023 Financial, Actuarial, Legislative and Legal Conference (FALL) 
Las Vegas, NV 
 

NCPERS 

 

  



Upcoming Due Diligence Meetings 
 

 

Date Manager(s) Team 
   
   
December 13-15, 2022 Polen and Earnest (Boca Raton, 

FL and Atlanta, GA) 
Erich and Tom 

   
February 1-3, 2023 BlackRock, with possible Callan 

meeting (San Francisco, CA) 
David S. and Dave W. 

   
   

 

 



Class Action Income 2022 YTD

Asset Description Date(s) Amount

Foreign Exchange Benchmark Rates Antitrust Litigation 1/18/2022 4,007$                  

First Solar 2/4/2022 14,395$                

Foreign Exchange Benchmark Rates Antitrust Litigation 2/28/2022 150$                     

LIBOR-Based Securities Litigation 2/28/2022 871$                     

AAC Holdings, Inc. 3/22/2022 79$                       

Equifax, Inc. 4/22/2022 624$                     

Royal Bank of Scotland 5/16/2022 84,200$                

GTT Communications, Inc. 5/27/2022 6,946$                  

HP Company 7/8/2022 20$                       

OSI Systems, Inc. 7/11/2022 953$                     

Amedisys, Inc. 7/19/2022 303$                     

Curo Group Holdings Corp. 7/19/2022 209$                     

Joy Global, Inc. 8/1/2022 15$                       

Extreme Networks, Inc. 8/25/2022 24$                       

Centrais Electricas Brasileiras S.A. 10/6/2022 8,883$                  

Total Class Action Income Received in 2022 YTD 121,679$              



Adjusted Quarterly Cost Basis of Equity
September 30, 2022

Date Market Value of Total Fund

Equity as Percent of 
Portfolio on a Market Value 

Basis % Cost Value of Total Fund 

Equity as Percent of 
Portfolio on Cost 

Basis %
Jun-15 4,974,456,735 57.8% 4,213,135,754 53.1%
Sep-15 4,659,927,006 55.7% 4,188,522,173 53.5%
Dec-15 4,711,796,883 57.4% 4,160,594,964 54.1%
Mar-16 4,777,710,957 58.4% 4,201,741,347 55.8%
Jun-16 4,753,379,711 58.9% 4,167,278,877 56.8%
Sep-16 4,878,963,087 59.2% 4,265,248,439 52.6%
Dec-16 4,875,173,931 58.7% 4,259,899,650 51.6%
Mar-17 5,054,238,404 59.5% 4,296,075,081 54.0%
Jun-17 5,141,650,168 59.6% 4,238,775,000 54.0%
Sep-17 5,253,079,121 60.3% 4,219,738,169 54.0%
Dec-17 5,356,413,868 60.7% 4,347,067,963 54.6%
Mar-18 5,360,763,834 54.5% 4,493,669,234 48.5%
Jun-18 5,364,526,404 52.8% 4,508,052,439 47.2%
Sep-18 5,416,752,057 53.2% 4,475,388,278 47.5%
Dec-18 4,952,685,618 50.7% 4,457,976,536 48.9%
Mar-19 5,287,164,709 52.5% 4,458,818,165 48.5%
Jun-19 5,368,388,543 52.2% 4,439,503,880 48.5%
Sep-19 5,336,312,140 51.6% 4,409,684,126 48.6%
Dec-19 5,525,553,595 53.1% 4,370,713,537 48.7%
Mar-20 4,532,932,039 47.6% 4,421,955,418 47.5%
Jun-20 4,904,369,177 52.6% 4,216,408,115 50.3%
Sep-20 5,077,501,527 52.0% 4,228,679,409 49.0%
Dec-20 5,531,306,606 53.5% 4,270,905,026 47.9%
Mar-21 5,693,916,321 53.5% 4,338,199,305 46.1%
Jun-21 6,012,966,775 52.3% 4,337,113,221 45.0%
Sep-21 6,026,295,778 48.4% 4,378,190,704 42.2%
Dec-21 6,218,053,813 47.6% 4,473,429,725 41.0%
Mar-22 6,156,069,941 46.5% 4,642,000,891 41.1%
Jun-22 5,633,734,690 44.6% 4,548,655,130 43.9%
Sep-22 5,276,131,314 43.7% 4,538,899,040 44.8%



EMPLOYES’ RETIREMENT SYSTEM OF THE CITY OF MILWAUKEE 
ANNUITY AND PENSION BOARD 

 
Minutes of the Special Administration and Operations Committee Meeting 

held October 19, 2022 via teleconference during COVID-19 
 

The meeting was called to order at 9:03 a.m. 
 
Committee Members Present: Molly King  

Tom Klusman  
Aycha Sawa, Chair 

  
ERS Staff Present:   Bernard Allen, Executive Director 
     Melody Johnson, Deputy Director 
     David Silber, Chief Investment Officer 
     Dan Gopalan, Chief Financial Officer 
     Jeff Shober, Chief Technology Officer 
     Mary Turk, Business Operations Analyst 
     Jan Wills, Board Stenographer    
          

Others Present: Kathy Block, City Attorney’s Office; Terry Siddiqui, DS Consulting Partners, Inc., 
no members of the public called in to the meeting. 
 
Discussion of Internal Audit Charter. As a matter of information, Committee members received 
the Administration & Operations Committee Audit Charter and the Internal Audit Charter. Ms. 
Sawa had completed a detailed review of the annual Audit Charter and was thinking about the 
standards that are new that our internal auditors outsource to follow and wanted more assurance 
on what they were doing. Ms. Sawa had been in talks with CliftonLarsonAllen (CLA) and CLA 
had sent her the detailed standards they follow. She said they do follow the consulting standards 
of AICPA. Ms. Sawa said CLA would talk with the A&O Committee at its December 2022 
meeting. Ms. Sawa also said the Committee would need to come to a consensus on what they want 
CLA to follow. She said the Committee would then need to re-word the Professional Standards 
paragraph in the audit charter.  
 
Approval of Contract for Banking Services. As a matter of information, Committee members 
received the Second Amendment to the Service Agreement Between the Employes’ Retirement 
System of the City of Milwaukee and Wells Fargo Bank, N.A. Ms. Block noted the contract is just 
a short three-month extension with the existing contract set to expire at the end of 2022. She said 
Wells Fargo was selected for a new contract that would have been set to begin in January 2023. 
She said Wells Fargo agreed to the same terms on the amendment until the end of March 2023.  
 

It was moved by Ms. King, seconded by Mr. Klusman, and unanimously carried, to approve 
the Approval of Contract for Banking Services. 
 

It was moved by Mr. Klusman, seconded by Ms. King, and unanimously carried, to approve 
the Renewal of Lease for 789 N. Water Street Building.  
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It was moved by Mr. Klusman, seconded by Ms. King, and unanimously carried, to adjourn 
the meeting. 
 

There being no further business, Ms. Sawa adjourned the meeting at 9:14 a.m. 
 
 
 
 
 
Bernard J. Allen 
Secretary and Executive Director 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE: All proceedings of the Annuity and Pension Board Meetings and related Committee 
Meetings are recorded. All recordings and material mentioned herein are on file in the office of 
the Employes’ Retirement System, 789 N. Water Street, Suite 300.) 













MERS PERFORMANCE ESTIMATES
October 31, 2022

2021 Return

1st Quarter 

2022

2nd Quarter 

2022

3rd Quarter 

2022 Oct 2022

YTD Thru 

10/31/22

Northern Trust S&P 500 Index 28.69% -4.58% -16.09% -4.88% 8.09% -17.69%
S&P 500 28.71% -4.60% -16.10% -4.88% 8.10% -17.70%
Difference -0.01% 0.02% 0.01% 0.00% -0.01% 0.01%

BlackRock Russell 1000 Value Index 25.18% -0.76% -12.21% -5.61% 10.26% -9.33%
Russell 1000 Value 25.16% -0.74% -12.21% -5.62% 10.25% -9.32%
Difference 0.02% -0.02% 0.00% 0.01% 0.01% -0.01%

DFA US Large Cap Value 27.52% 0.32% -12.38% -5.38% 12.90% -6.10%
Russell 1000 Value 25.16% -0.74% -12.21% -5.62% 10.25% -9.32%
Difference 2.36% 1.06% -0.17% 0.24% 2.65% 3.22%

Polen 24.84% -13.76% -24.05% -5.13% 4.68% -34.95%
S&P 500 28.71% -4.60% -16.10% -4.88% 8.10% -17.70%
Difference -3.86% -9.16% -7.95% -0.25% -3.42% -17.25%

Earnest 26.09% -5.49% -11.67% -5.63% 7.77% -15.10%
Russell MidCap  22.58% -5.68% -16.85% -3.44% 8.88% -17.55%
Difference 3.50% 0.19% 5.18% -2.19% -1.11% 2.45%

CastleArk 12.30% -15.30% -19.30% 1.62% 8.25% -24.80%
Russell 2000 Growth 2.83% -12.63% -19.25% 0.24% 9.49% -22.57%
Difference 9.46% -2.67% -0.05% 1.38% -1.24% -2.23%

DFA US Small Cap Value 40.61% 1.02% -12.13% -3.24% 14.96% -1.25%
Russell 2000 Value 28.27% -2.40% -15.28% -4.61% 12.59% -11.19%
Difference 12.34% 3.42% 3.15% 1.37% 2.37% 9.94%

Brandes 14.37% -2.65% -10.45% -11.85% 7.35% -17.51%
MSCI EAFE 11.26% -5.91% -14.51% -9.36% 5.38% -23.17%
Difference 3.10% 3.26% 4.06% -2.49% 1.97% 5.66%

William Blair 12.75% -14.84% -18.81% -7.91% 5.21% -33.01%
MSCI ACWI ex US 8.29% -5.33% -13.54% -9.80% 3.00% -23.96%
Difference 4.46% -9.51% -5.27% 1.89% 2.21% -9.05%

DFA Int'l Small Cap Value  15.90% -2.58% -13.68% -10.09% 5.59% -20.17%
MSCI EAFE Small Cap 10.10% -8.53% -17.69% -9.83% 4.23% -29.24%
Difference 5.80% 5.95% 4.01% -0.26% 1.36% 9.07%

AQR 0.24% -3.66% -13.84% -12.78% -2.89% -29.70%
MSCI EM -2.54% -6.97% -11.45% -11.57% -3.10% -29.42%
Difference 2.78% 3.31% -2.39% -1.21% 0.21% -0.28%

BlackRock Global Alpha Tilts 18.72% -5.23% -14.93% -7.48% 7.14% -20.08%
MSCI ACWI 18.54% -5.36% -15.66% -6.82% 6.03% -21.14%
Difference 0.18% 0.13% 0.73% -0.66% 1.11% 1.06%

MFS 19.56% -7.40% -13.56% -7.66% 4.64% -22.65%
MSCI ACWI 18.54% -5.36% -15.66% -6.82% 6.03% -21.14%
Difference 1.02% -2.04% 2.10% -0.84% -1.39% -1.51%

BlackRock Gov't Bond Index -5.42% -3.70% -4.28% -1.35% -14.00%
Bloomberg Gov't Bond -5.53% -3.71% -4.30% -1.37% -14.14%
Difference 0.11% 0.01% 0.02% 0.02% 0.14%

Reams -1.22% -5.52% -4.98% -4.59% -0.71% -14.95%
Bloomberg US Aggregate -1.54% -5.93% -4.69% -4.75% -1.30% -15.72%
Difference 0.32% 0.41% -0.29% 0.16% 0.59% 0.77%

Loomis Sayles 2.14% -5.74% -6.81% -2.72% -0.16% -14.69%
Bloomberg US Aggregate -1.54% -5.93% -4.69% -4.75% -1.30% -15.72%
Difference 3.69% 0.19% -2.12% 2.03% 1.14% 1.03%

UBS 8.12% 1.46% 3.06% 0.65% 0.73% 6.01%
SOFR + 4%  * 4.27% 0.45% 1.12% 1.46% 0.56% 3.63%
Difference 3.86% 1.01% 1.94% -0.81% 0.17% 2.38%

Aptitude ** 0.94% 0.94%
SOFR + 4%  0.56% 0.56%
Difference 0.38% 0.38%

Principal 17.58% 5.82% -9.98% -8.19% 4.70% -8.43%
Blended Benchmark 15.87% 6.84% -10.75% -7.91% 4.25% -8.46%
Difference 1.72% -1.02% 0.77% -0.28% 0.45% 0.03%

Baird -0.20% -1.70% -0.58% -0.64% -0.11% -3.01%
Bloomberg Govt/Credit 1-3 Year -0.47% -2.49% -0.63% -1.48% -0.13% -4.66%
Difference 0.27% 0.79% 0.05% 0.84% 0.02% 1.65%

Total MERS 18.89% -0.46% -6.79% -4.53% 3.16% -8.62%

** Initial funding to Aptitude took place on 9/26/2022; performance began 10/1/2022

Account

The calculation for the Fund’s total rate of return is based on the Modified Dietz method.  Although periodic cash flows (i.e., contributions, redemptions) are not time 
weighted, they are accounted for in the Fund’s total rate of return.  Therefore, this estimated rate of return may vary slightly from the rate of return reported by the 
custodian.  

*  The benchmark for UBS is SOFR + 4% as of March 1, 2022. Prior to March 1, 2022, the benchmark was One Year LIBOR + 4%.

The returns shown are gross of fees (except Total MERS, DFA International Small Cap Value, William Blair International Growth, AQR, Principal, UBS, and 
Aptitude)

11/16/2022



ACTUAL ALLOCATIONS

Target Market Value Allocation

EQUITY

Public Equity

Domestic

Passive Large Cap Equity Northern Trust (S&P 500) 3.89% 208,098,114$                3.85%

BlackRock (Russell 1000 Value) 3.89% 203,290,288$                3.76%

       Sub-Total Passive Large Cap Equity 7.78% 411,388,403$                7.61%

Active Large Cap Equity Polen (S&P 500) 2.19% 133,876,830$                2.48%

DFA (Russell 1000 Value) 2.78% 150,337,921$                2.78%

       Sub-Total Active Large Cap Equity 4.97% 284,214,751$                5.26%

Active Mid/Small Cap Equity Earnest Partners (Russell MidCap) 2.00% 105,454,882$                1.95%

CastleArk (Russell 2000 Growth) 1.61% 85,745,845$                  1.59%

DFA (Russell 2000 Value) 3.44% 193,599,587$                3.58%

       Sub-Total Active Mid/Small Cap Equity 7.05% 384,800,314$                7.12%

Total Domestic 19.80% 1,080,403,468$             19.98%

Active International Equity Brandes (MSCI EAFE) 5.80% 319,331,053$                5.91%

William Blair (MSCI ACWI ex US) 4.41% 251,053,738$                4.64%

DFA (MSCI EAFE Small Cap) 3.20% 166,335,394$                3.08%

AQR (MSCI EM) 1.99% 80,147,784$                  1.48%

Total International 15.40% 816,867,970$                15.11%

Global

Active Global Equity BlackRock (MSCI ACWI) 4.84% 251,212,822$                4.65%

MFS (MSCI ACWI) 3.96% 169,676,075$                3.14%

Total Global 8.80% 420,888,896$                7.78%

Total Public Equity 44.00% 2,318,160,334$             42.88%

Private Equity

Abbott Capital (Russell 3000 Quarter Lag + 2%) 3.50% 328,938,070$                6.08%

Mesirow (Russell 3000 Quarter Lag + 2%) 3.50% 279,848,240$                5.18%

Neuberger Berman (Russell 3000 Quarter Lag + 2%) 1.50% 36,901,797$                  0.68%

Apogem (Russell 3000 Quarter Lag + 2%) 1.50% 79,453,912$                  1.47%

Total Private Equity 10.00% 725,142,019$                13.41%

TOTAL EQUITY (Public Equity + Private Equity) 54.00% 3,043,302,353$         56.29%

FIXED INCOME & ABSOLUTE RETURN

Fixed Income

Cash 1.00% 47,799,369$                  0.88%

Passive Fixed Income BlackRock (Bloomberg US Government) 5.50% 214,069,246$                3.96%

Active Fixed Income Reams (Bloomberg US Aggregate) 9.90% 468,454,926$                8.66%

Loomis Sayles (Bloomberg US Aggregate) 6.60% 324,437,736$                6.00%

       Sub-Total Active Fixed Income 16.50% 792,892,662$                14.67%

Total Fixed Income 23.00% 1,054,761,277$             19.51%

Absolute Return

Aptitude (SOFR + 4%) 3.00% 118,542,814$                2.19%

 UBS  (SOFR + 4%) 7.00% 441,828,129$                8.17%

Total Absolute Return 10.00% 560,370,943$                10.36%

TOTAL FIXED INCOME & ABSOLUTE RETURN 33.00% 1,615,132,220$         29.87%

REAL ASSETS

Private Real Estate - Core JP Morgan (NFI-ODCE) 3.03% 147,873,490$                2.74%

Morgan Stanley (NFI-ODCE) 3.03% 175,546,220$                3.25%

LaSalle (NFI-ODCE) 1.52% 126,763,721$                2.34%

Prologis (NFI-ODCE) 1.52% 100,248,660$                1.85%

       Sub-Total Private Real Estate - Core 9.10% 550,432,091$                10.18%

Private Real Estate - Non-Core Non-Core Real Estate (NFI-ODCE) 0.00% 20,742,924$                  0.38%

Public Real Assets Principal (Blended Benchmark) 3.90% 176,825,950$                3.27%

TOTAL REAL ASSETS 13.00% 748,000,965$            13.84%
 

TOTAL ERS 100.00% 5,406,435,538$         100.00%

Total City Reserve Fund      R. W. Baird 79,803,647

October 31, 2022

International
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PROJECTED TARGET ALLOCATIONS

Target Market Value Allocation

EQUITY

Public Equity

Domestic

Passive Large Cap Equity Northern Trust (S&P 500) 3.89% 214,738,008$                3.85%

BlackRock (Russell 1000 Value) 3.89% 211,222,770$                3.78%

       Sub-Total Passive Large Cap Equity 7.78% 425,960,779$                7.63%

Active Large Cap Equity Polen (S&P 500) 2.19% 137,829,795$                2.47%

DFA (Russell 1000 Value) 2.78% 156,879,037$                2.81%

       Sub-Total Active Large Cap Equity 4.97% 294,708,832$                5.28%

Active Mid/Small Cap Equity Earnest Partners (Russell MidCap) 2.00% 109,500,945$                1.96%

CastleArk (Russell 2000 Growth) 1.61% 85,565,737$                  1.53%

DFA (Russell 2000 Value) 3.44% 201,436,191$                3.61%

       Sub-Total Active Mid/Small Cap Equity 7.05% 396,502,873$                7.10%

Total Domestic 19.80% 1,117,172,484$             20.01%

Active International Equity Brandes (MSCI EAFE) 5.80% 351,610,011$                6.30%

William Blair (MSCI ACWI ex US) 4.41% 272,642,613$                4.88%

DFA (MSCI EAFE Small Cap) 3.20% 181,474,785$                3.25%

AQR (MSCI EM) 1.99% 90,806,779$                  1.63%

Total International 15.40% 896,534,188$                16.06%

Global

Active Global Equity BlackRock (MSCI ACWI) 4.84% 266,067,030$                4.77%

MFS (MSCI ACWI) 3.96% 181,017,976$                3.24%

Total Global 8.80% 447,085,006$                8.01%

Total Public Equity 44.00% 2,460,791,677$             44.07%

Private Equity

Abbott Capital (Russell 3000 Quarter Lag + 2%) 3.50% 328,938,070$                5.89%

Mesirow (Russell 3000 Quarter Lag + 2%) 3.50% 279,848,240$                5.01%

Neuberger Berman (Russell 3000 Quarter Lag + 2%) 1.50% 36,901,797$                  0.66%

Apogem (Russell 3000 Quarter Lag + 2%) 1.50% 79,453,912$                  1.42%

Total Private Equity 10.00% 725,142,019$                12.99%

TOTAL EQUITY (Public Equity + Private Equity) 54.00% 3,185,933,696$         57.06%

FIXED INCOME & ABSOLUTE RETURN

Fixed Income

Cash 1.00% 50,428,776$                  0.90%

Passive Fixed Income BlackRock (Bloomberg US Government) 5.50% 217,581,129$                3.90%

Active Fixed Income Reams (Bloomberg US Aggregate) 9.90% 483,610,048$                8.66%

Loomis Sayles (Bloomberg US Aggregate) 6.60% 331,171,906$                5.93%

       Sub-Total Active Fixed Income 16.50% 814,781,953$                14.59%

Total Fixed Income 23.00% 1,082,791,859$             19.39%

Absolute Return

Aptitude (SOFR + 4%) 3.00% 118,542,814$                2.12%

 UBS  (SOFR + 4%) 7.00% 441,828,129$                7.91%

Total Absolute Return 10.00% 560,370,943$                10.04%

TOTAL FIXED INCOME & ABSOLUTE RETURN 33.00% 1,643,162,802$         29.43%

REAL ASSETS

Private Real Estate - Core JP Morgan (NFI-ODCE) 3.23% 147,873,490$                2.65%

Morgan Stanley (NFI-ODCE) 3.23% 175,546,220$                3.14%

LaSalle (NFI-ODCE) 1.62% 126,763,721$                2.27%

Prologis (NFI-ODCE) 1.62% 99,089,052$                  1.77%

       Sub-Total Private Real Estate - Core 9.70% 549,272,483$                9.84%

Private Real Estate - Non-Core Non-Core Real Estate (NFI-ODCE) 0.00% 20,737,709$                  0.37%

Public Real Assets Principal (Blended Benchmark) 3.30% 184,490,233$                3.30%

TOTAL REAL ASSETS 13.00% 754,500,425$            13.51%
 

TOTAL ERS 5,583,596,923$         100.00%

Total City Reserve Fund      R. W. Baird 80,252,182

International

Nov 15, 2022
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PROJECTED VERSUS POLICY ALLOCATIONS
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YTD Market Value Change

December 31, 2021 Market Value including City Reserve & PABF Accounts 6,260,134,748$   

Monthly Cash Outflows thru
Retiree Payroll Expense (373,027,678)$      
PABF Payroll Expense (40,820)$               
Expenses Paid (12,267,842)$        
GPS Benefit Payments (7,911,443)$          

Sub-Total Monthly Cash Outflows (393,247,783)$     

Monthly Cash Inflows thru
Contributions 105,155,005$       
PABF Contribution 45,398$                

Sub-Total Monthly Contributions 105,200,403$      

City Reserve Fund Contribution 40,000,000$        

Capital Market Gain/(Loss) (348,238,263)$     

5,663,849,105$   

Less City Reserve Account1 80,252,182$        

Less PABF Fund2 2,509$                 

5,583,594,414$   

1

1

2

  

November 15, 2022

Value including City Reserve & PABF Accounts as of 

November 15, 2022

PABF Fund balance equals the market value currently held in the PABF account.

The City Reserve Account balance equals the market value currently held in the Baird account.

November 15, 2022

November 15, 2022

Net Projected ERS Fund Value as of 

11/16/2022
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