Summary of TSRS Board Meetings during the Calendar Year 2013
Dec. 20, 2012

1. Retiree Return to Work issues for TSRS

2. Review of Alternative Amortization Periods

3. Review contribution rate ceiling concepts for variable rate members — alternatives considered
to provide relief for future Employee and Employer contribution rates...

4. Presentation of Opal Investment Conference topics

5. Establishment of Trustee Educational Requirements

6. 2013 TSRS Board meeting schedule

7. Discussion pending disability applications

8. Investment Activity Discussions

9. Investment Consultant RFP

Jan. 24, 2013

1. Discussion / Analysis of TSRS Member Contributions — Various alternative funding periods for
amortization of unfunded liabilities were discussed (20,25, 30 year periods); causes related to
the high funding requirements associated with the $190million drop in asset values during 2008
market crash; supporting an upper cap. to member and employer contribution rates, reduced
contributions to the plan using a longer amortization period still results in positive
improvements to the funded ratio; 25 and 30 year periods provide reasonable rates, but hurt
the plan by reducing cash flow too much; discussion of various tier levels pay more for their
pensions than others, ranging from 24-93% of the cost of the benefit (more coverage?)

2. Adoption of TSRS Contribution Rate-s, reset to 2 Normal Cost

3. Board member Annual Education Requirements

4. Annual Disability Audit Results

5. Investment Manager — Champlain

6. Consultant RFP — assign subcommittee

Feb. 28, 2013

Investment Manager Report — T Rowe Price

Investment Manager Report — Causeway

Hewitt Prime Report, December 2012

TSRS Trustee Training Policy

Spring 2013 funding policy recommendations — concluding several months of Actuarial study
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and discussion, the TSRS Board recommended two changes affecting future funding policy and
recommended contribution rates for FY14: (a) changing the amortization period used for
payment of unfunded actuarial accrued liabilities, lengthening this period from 15 to 20 years;
and, (b) re-setting the basis used for determining employee contribution rates for those hired
after June 30, 2006 from 40% of the actuarially required contribution to 50% of their tiers’
normal cost. These two changes result in a reduction to the annual contributions made to the



plan; compared to the previous funding policy by $6 million, shared equally by employees and
employer. In making recommendations for FY14, the Board acknowledged they would need to
continue to evaluate funding strategies to improve the plan.

Since 2007, the Board has maintained a policy of amortizing unfunded liabilities using a 15 year
(open) period. That funding policy had been a recommended approach from the system
Actuary that began when the plan had a closed 30 year amortization period; meaning that
period declines every year until zero, which has been the policy since 1977. However, due to
significant portfolio losses incurred during the 2008-9 credit market crises, the Board
recommended a longer amortization period to: (a) better match the amortization period to the
average career periods for employees retiring since 1990 has been 21.2 years, and (b) to ease
contribution rates requirements to employer and employees. Since FY’07 employer
contributions to the plan have increased from $24.3m to $34.5m and for those employee’s hired
after June 30, 2006, contribution rates have increased from 7.5% to 13.976% of pay. The
funding policy recommends requiring that future member contribution rates be based on
payment of a percentage (a range of 50% to 100%) of the member-tier normal cost, rather than
the previous funding policy that required members to pay a rate based on both the normal cost
of benefits plus an annual payment of the plan’s accrued unfunded actuarial liability. The Board
agreed that market losses incurred by the plan should be borne and paid by the sponsor
(employer) of the plan; to do otherwise would diminish the value of pension benefits earned by
members.

6. Proposed budget for FY14

7. Disability Application — Pete Scalzo (denied)

March 28, 2013

Disability Application — Michael Wilhite (approved)
Disability Application —Jorge Salgado (approved)
Approval of TSRS Annual Budget (tabled to April meeting)
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Report on March 27" Mayor & Council vote on TSRS Board Funding Policy
Recommendations

Portfolio Review

BNY Mellon Trust Custodial Contract Renewal

Amending BNY Securities Lending Agreement
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Update on Committee Evaluations for Investment Consultant
April 25, 2013

1. Consent Agenda
2. Disability Application — Patricia Tolle (tabled to allow PCP to confer with Dr. Krasner)
3. Proposed FY14 budget for TSRS — approved



4. Actuarial projections of TSRS Funding ratio’s using Level Employer contribution rates —
based on June 30, 2012 valuation, 28.77% level funding would pay-off the unfunded liability
sooner that it would be by using annual valuations for the funding rates

5. Investment Activity Report

6. BNY Custodial Fee Update

7. Amendment to BNY Sec’s lending agreement

April 30, 2013 — Interview of Investment Consultant Candidates

A total of five investment consulting firms were invited for final interviews. Callan Associates was
selected to be the TSRS Investment Consultant beginning July 1, 2013.

May 30, 2013

Consent

TSRS Elected Representative Planning for Replacement
Investment Activity Report

Hewitt Q1 Prime Report

Annual Manager Review — Pyramis
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Discussion of Sustainable Retirement Benefits Act filed with City Clerk
June 18, 2013 Special Meeting

1. Discussion of Ballot Initiative impact to TSRS; cash flow/actuarial projections impacting TSRS if
the initiative passes; legal and constitutionality questions raised for new employees and exiting
TSRS members that continue employment with the City, Board role in overseeing new DC plan in
addition to DB plan; Union stewards reporting on campaign activity; role of City staff in
challenging the petition is very limited; legal questions raised concerning how the DC plan will
be administered and what the City’s contribution rate will be; options for challenging the
initiative available to TSRS Board are extremely limited due to restrictions impose on City staff
and the board’s ability to promote opposition to the initiative — the Board and staff can neither
support or oppose the initiative, they must remain neutral and only provide information.

June 27, 2013

1. Consent Agenda
Disability Retirement Application — Patricia Tolle (approved)

3. Sustainable Retirement Benefits Act Discussion; Report from TACE Union President describing
what the Union is doing about this initiative; discussion of actuarial projections; legal
considerations; best practices associated with funding the plan under adverse circumstances
such as what may happen if the initiative passes; analysis of what the unknowns are,
determining the level of authority the TSRS Board has to design the City’s defined contribution
retirement plan for the initiative; what is the employer contribution rate for DC plan
participants, understanding changes in the cash flow for the plan, many questions.....



July 31, 2013

1. Consent Agenda
2. Disability Retirement Application — Cindie Pyle — approved
3. Sustainable Retirement Benefits Act

e Review of Funding studies requested from Actuary, on hand today to discuss 4 funding
strategies. Primary funding policy considerations should focus on mitigating intergenerational
transfers of cost, to have the plan liabilities paid for by the generation that benefits from the
plan; reasons for accelerating funding to the plan, cash flow considerations, and overall costs
incurred with the various funding options.

e Summary of Plan Closure Study, analysis of crossover point — the point at which savings to the
City result after accelerated funding takes place.

e Frequently asked questions and fact sheet
4. Investment Activity Report

August 29, 2013

Consent Agenda

Callan Associates Introduction

Champlain Annual Investment Manager Review

Aberdeen Asset Management

Steel River Infrastructure Management

Callan Associates Quarterly Investment Review presented

Investment Activity Report

Sustainable Retirement Benefits Act (SRBA)

e Update on the legal proceedings from the SRBA, Judge is reviewing the case with some of the
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signatures being tossed out
e SRBA FAQ’s Drafted for Board Approval
e  Status of TSRS Board member election
e Articles for Board Member Education

September 26, 2013

1. Consent Agenda
2. Sustainable Retirement Benefits Act

The legal battle over the validity of petition signatures obtained has resulted in a finding that the
initiative failed to meet the required number of signatures. The matter has been filed with the Arizona
Supreme Court for review.

3. Candidate recommendations from the Election Committee Chair, Brandy Kadous
Candidates Erik Kay and Linus Kafka were approved to be on the Election ballot for TSRS.

4. TSRS Pension Obligation Bond information



Nov. 7" Board Retreat scheduled at the Arizona Inn
Callan University educational forum

Investment Portfolio Review

Articles for Board Member Education
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Call to Audience — Reed Palmer indicated retirees are very concerned the Prop 201 initiative
will return to the Ballot next year, and wants to make sure that appropriate educational
action takes place before it does.

October 25, 2013

1. Consent Agenda
2. Call to Audience

November 7, 2013

1. Consent Agenda
2. Actuary Valuation Report for the Plan year ended June 30, 2013

The annual valuation report was reviewed and discussed by the Plan’s Actuary, Leslie Thompson.
Included in the discussion were highlights of the valuation results, recommended contribution rates,
actuarial gains and losses and future projections of funded ratio for the Plan were discussed. A motion
to adopt funding rates and the idea of rounding up contribution rates was approved.

3. PIMCO — Annual Investment Manager Review for Stocks Plus and Custom Fixed Income Fund
Pension Obligation Bond Discussion

5. JP Morgan — Annual Investment Manager Review for Strategic Properties Fund and the
Income and Growth Fund

6. Fiduciary Responsibility Review

The Board'’s outside counsel provided the Board’s annual training for the year, emphasizing the Board
owes a duty of loyalty to TSRS members and beneficiaries. Other issues discussed included conflicts of
interest, politics, pension reform and governance policies. A motion to request outside counsel to draft
a conflict policy for the TSRS Board was approved and also to request counsel to develop a general
funding policy for the Board to consider at a later date was approved.

7. Investment Activity Report
8. Integrating the TSRS Asset Liability Study with the Actuarial Historical Experience Study
9. Discussion of the Pension Education Committee Activities, effort

A brief review of the Pension Education committee’s efforts was review by committee chair Karen
Tenace. The accomplishments included town hall meetings conducted and a future meeting planned, as
well as the FAQ's that have been posted to the TSRS web site. Other strategies to get the appropriate
message out to the public were discussed.



November 21, 2013

Consent Agenda

Administrative discussions — level rate contributions
Formal Policy for Round-Up of contributions (DRAFT)
Investment Activity Report
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Articles for Board Member Education
December 19, 2013

1. Consent Agenda
2. Disability Application — Steve Henderson

Motion to approve application passed 6-0.

3. Level contribution rate discussion
4. Formal Policy for contribution rate round up

The round up policy was discussed, indicating where the TSRS funded ratio would stand if the round up
policy were followed for a 20 year period. The concepts of calculated rate versus charged rate were
considered as well as the idea of putting a floor rate into the policy. Motion to adopt the rounding
policy with recommended changes added to the policy to indicate the funding status would be
considered prior to reducing the rate. Motion was approved 5-0.

5. Report on the Pension Education Committee

A motion was made to provide an executive summary to all employees in February each year for the
actions taken by the TSRS Board for each calendar year. Motion approved 5-0.

6. Request for Retirement Office Equipment
7. Investment Activity Report

Calendar year 2013 returns for the TSRS portfolio thru November, 2013 were 18.4% and on fiscal year
basis (since July 1), were 10.86%

8. Articles for Board Member Education
9. Call to Audience



