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REVISED 
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES 
Notice of Regular Meeting / Agenda 

 
DATE:  Thursday, December 21, 2017  
TIME:  8:30 a.m.       
PLACE: Finance Department Conference Room, 5th floor  

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 
A. Consent Agenda  

1. Retirement Ratifications for December 2017 Note 1 
2. November 2017 TSRS Budget Vs Actual Expenses 
3. October 27, 2017 TSRS Board Meeting Minutes 
4. November 16, 2017 TSRS Board Meeting Minutes 
5. TSRS Portfolio Composition, Transactions and Performance Review November 2017 Note 2 

 
B. Administrative Discussions 

1. Update on TSRS Election Process Consideration of Board Policy Amendment Allowing Direct    
Appointment of Board Member in Limited Circumstance 

2. Pension Administrator Recruitment Process 
3. Discussion on TSRS Board Member Term Limits 

 
C. Articles for Board Member Education / Discussion 

1. CalPERS – A Plan for Reigning in Risk 
2. Federal Reserve Raises Interest Rates Ahead of the Tax Reform Deal 
3. House Tax Reform Bill Could Have Negative Effect on Public Pensions 
 

D. Call to Audience 
 

E. Future Agenda Items    
1. Survivor and Beneficiary Discussion 
2. Qualified Domestic Relation Order Discussion 
3. Discussion Regarding Investment Sub-Committee 
4. Pension Administrator Recruitment Process 

 
F. Adjournment  
  
 
Please Note: Legal Action may be taken on any agenda item       
 
*Pursuant to ARS 38-431.03(A)(3) and (4): the board may hold an executive session for the purposes of 
obtaining legal advice from an attorney or attorneys for the Board or to consider its position and instruct its 
attorney(s) in pending or contemplated litigation. The board may also hold an executive session pursuant to 
A.R.S. 38-431.03(A)(2) for purposes of discussion or consideration of records, information or testimony exempt 
by law from public inspection. 
 
 
Note 1 – this item was unavailable at the time Board packets were distributed but will be provided electronically no later than Wednesday, December 20, 
2017. 
Note 2 – this item was unavailable at the time Board packets were distributed but will be provided electronically the week of the Board meeting. 
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9001 - Normal Retiree Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 5,468,462.97 5,468,462.97 0.00 27,284,268.54 27,284,268.54 71,715,000 44,430,731.46 61.95 %

Total for 100 - PAYROLL CHGS 0.00 5,468,462.97 5,468,462.97 0.00 27,284,268.54 27,284,268.54 71,715,000 44,430,731.46 61.95 %

Total for Unit 9001 - Normal Retiree Benefit 0.00 5,468,462.97 5,468,462.97 0.00 27,284,268.54 27,284,268.54 71,715,000 44,430,731.46 61.95 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9003 - Normal Retiree Beneficiary Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 336,709.37 336,709.37 0.00 1,687,577.01 1,687,577.01 3,100,000 1,412,422.99 45.56 %

Total for 100 - PAYROLL CHGS 0.00 336,709.37 336,709.37 0.00 1,687,577.01 1,687,577.01 3,100,000 1,412,422.99 45.56 %

Total for Unit 9003 - Normal Retiree Beneficiary Benefit 0.00 336,709.37 336,709.37 0.00 1,687,577.01 1,687,577.01 3,100,000 1,412,422.99 45.56 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9020 - Disability Retiree Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 171,771.84 171,771.84 0.00 857,849.74 857,849.74 1,975,000 1,117,150.26 56.56 %

Total for 100 - PAYROLL CHGS 0.00 171,771.84 171,771.84 0.00 857,849.74 857,849.74 1,975,000 1,117,150.26 56.56 %

Total for Unit 9020 - Disability Retiree Benefit 0.00 171,771.84 171,771.84 0.00 857,849.74 857,849.74 1,975,000 1,117,150.26 56.56 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9021 - Pension Fund Administration

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

101 - SALARIES & WAGES FOR PERMANENT
EMPLOYEES 0.00 22,092.80 22,092.80 0.00 106,380.29 106,380.29 246,640 140,259.71 56.87 %

103 - OVERTIME WAGES 0.00 0.00 0.00 0.00 20.72 20.72 0 (20.72) 0.00%

108 - DOWNTOWN ALLOWANCE & DISCOUNTED
TRANSIT PASSES 0.00 92.32 92.32 0.00 496.14 496.14 1,200 703.86 58.65 %

113 - TSRS PENSION CONTRIBUTION 0.00 4,975.52 4,975.52 0.00 26,728.49 26,728.49 69,290 42,561.51 61.43 %

114 - FICA (SOCIAL SECURITY) 0.00 1,655.10 1,655.10 0.00 8,009.98 8,009.98 17,550 9,540.02 54.36 %

115 - WORKERS COMPENSATION INSURANCE 0.00 277.69 277.69 0.00 1,471.21 1,471.21 4,570 3,098.79 67.81 %

116 - GROUP PLAN INSURANCE 0.00 2,409.20 2,409.20 0.00 11,047.77 11,047.77 31,890 20,842.23 65.36 %

117 - STATE UNEMPLOYMENT 0.00 23.12 23.12 0.00 121.16 121.16 300 178.84 59.61 %

196 - INTERDEPARTMENTAL LABOR 0.00 8,000.00 8,000.00 0.00 40,000.00 40,000.00 96,000 56,000.00 58.33 %

Total for 100 - PAYROLL CHGS 0.00 39,525.75 39,525.75 0.00 194,275.76 194,275.76 467,440 273,164.24 58.44 %

202 - TRAVEL 0.00 658.46 658.46 0.00 658.46 658.46 4,000 3,341.54 83.54 %

204 - TRAINING 0.00 76.33 76.33 0.00 196.33 196.33 14,000 13,803.67 98.60 %

205 - PARKING SERVICE 0.00 53.00 53.00 0.00 53.00 53.00 200 147.00 73.50 %

212 - CONSULTANTS AND SURVEYS 0.00 0.00 0.00 0.00 2,050.00 2,050.00 50,000 47,950.00 95.90 %

213 - LEGAL 0.00 0.00 0.00 0.00 10,260.00 10,260.00 50,000 39,740.00 79.48 %

215 - AUDITING AND BANK SERVICES 0.00 0.00 0.00 0.00 0.00 0.00 60,000 60,000.00 100.00 %

219 - MISCELLANEOUS PROFESSIONAL
SERVICES 0.00 15,928.00 15,928.00 0.00 4,921,396.39 4,921,396.39 4,210,000 (711,396.39) -16.90 %

221 - INSUR-PUBLIC LIABILITY 0.00 336.45 336.45 0.00 1,762.24 1,762.24 30,080 28,317.76 94.14 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses



City of Tucson

Through: November, 2018
For Fiscal Year 2018

Report ID : FIN-COT-BA-0001

Run Date
:
: 12/12/2017

11:55 AMRun Time

Page 5 of 10

Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9021 - Pension Fund Administration

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

232 - R&M MACHINERY & EQUIPMENT 0.00 0.00 0.00 0.00 0.00 0.00 1,200 1,200.00 100.00 %

245 - TELEPHONE 0.00 0.00 0.00 0.00 0.00 0.00 1,200 1,200.00 100.00 %

260 - COMPUTER SOFTWARE MAINTENANCE
AGREEMENTS 0.00 0.00 0.00 0.00 0.00 0.00 51,000 51,000.00 100.00 %

263 - PUBLIC RELATIONS 0.00 2,443.50 2,443.50 0.00 2,443.50 2,443.50 2,560 116.50 4.55 %

284 - MEMBERSHIPS AND SUBSCRIPTIONS 0.00 99.79 99.79 0.00 99.79 99.79 1,500 1,400.21 93.35 %

Total for 200 - PROF CHARGES 0.00 19,595.53 19,595.53 0.00 4,938,919.71 4,938,919.71 4,475,740 (463,179.71) -10.35 %

311 - OFFICE SUPPLIES 0.00 168.70 168.70 0.00 811.54 811.54 9,000 8,188.46 90.98 %

312 - PRINTING,PHOTOGRAPHY,REPRODUCTION 0.00 809.88 809.88 0.00 3,046.32 3,046.32 9,000 5,953.68 66.15 %

314 - POSTAGE 0.00 2,646.34 2,646.34 0.00 2,865.79 2,865.79 12,000 9,134.21 76.12 %

341 - BOOK, PERIODICALS AND RECORDS 0.00 0.00 0.00 0.00 203.48 203.48 250 46.52 18.61 %

345 - FURNISHINGS, EQUIPMENT AND TOOLS <
$5,000 0.00 0.00 0.00 0.00 40.81 40.81 1,000 959.19 95.92 %

346 - COMPUTER EQUIPMENT < $5,000 0.00 0.00 0.00 0.00 0.00 0.00 1,000 1,000.00 100.00 %

Total for 300 - SUPPLIES 0.00 3,624.92 3,624.92 0.00 6,967.94 6,967.94 32,250 25,282.06 78.39 %

Total for Unit 9021 - Pension Fund Administration 0.00 62,746.20 62,746.20 0.00 5,140,163.41 5,140,163.41 4,975,430 (164,733.41) -3.31 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9022 - Disability Retiree Beneficiary Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 30,572.01 30,572.01 0.00 153,130.87 153,130.87 350,000 196,869.13 56.25 %

Total for 100 - PAYROLL CHGS 0.00 30,572.01 30,572.01 0.00 153,130.87 153,130.87 350,000 196,869.13 56.25 %

Total for Unit 9022 - Disability Retiree Beneficiary Benefit 0.00 30,572.01 30,572.01 0.00 153,130.87 153,130.87 350,000 196,869.13 56.25 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9023 - ACTIVE MEMBER REFUNDS-CONTRBS

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 302,090.53 302,090.53 0.00 1,293,146.72 1,293,146.72 2,360,000 1,066,853.28 45.21 %

Total for 100 - PAYROLL CHGS 0.00 302,090.53 302,090.53 0.00 1,293,146.72 1,293,146.72 2,360,000 1,066,853.28 45.21 %

Total for Unit 9023 - ACTIVE MEMBER REFUNDS-CONTRBS 0.00 302,090.53 302,090.53 0.00 1,293,146.72 1,293,146.72 2,360,000 1,066,853.28 45.21 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9025 - INTEREST ON REFUNDS

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 3,556.01 3,556.01 0.00 9,909.64 9,909.64 50,000 40,090.36 80.18 %

Total for 100 - PAYROLL CHGS 0.00 3,556.01 3,556.01 0.00 9,909.64 9,909.64 50,000 40,090.36 80.18 %

Total for Unit 9025 - INTEREST ON REFUNDS 0.00 3,556.01 3,556.01 0.00 9,909.64 9,909.64 50,000 40,090.36 80.18 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9026 - DWE SYSTEM BENEFIT PAYMENT

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 0.00 0.00 0.00 261,839.73 261,839.73 200,000 (61,839.73) -30.92 %

Total for 100 - PAYROLL CHGS 0.00 0.00 0.00 0.00 261,839.73 261,839.73 200,000 (61,839.73) -30.92 %

Total for Unit 9026 - DWE SYSTEM BENEFIT PAYMENT 0.00 0.00 0.00 0.00 261,839.73 261,839.73 200,000 (61,839.73) -30.92 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9027 - CREDITABLE SERVICE TRANS(ASRS)

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 0.00 0.00 0.00 39,040.71 39,040.71 40,000 959.29 2.40 %

Total for 100 - PAYROLL CHGS 0.00 0.00 0.00 0.00 39,040.71 39,040.71 40,000 959.29 2.40 %

Total for Unit 9027 - CREDITABLE SERVICE TRANS(ASRS) 0.00 0.00 0.00 0.00 39,040.71 39,040.71 40,000 959.29 2.40 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Total for Fund 072 - TUCSON SUPP RETIREMENT SYSTEM 0.00 6,375,908.93 6,375,908.93 0.00 36,726,926.37 36,726,926.37 84,765,430 48,038,503.63 56.67 %

Total for Department 900 - TUCSON SUPPL RETIREMENT SYSTEM 0.00 6,375,908.93 6,375,908.93 0.00 36,726,926.37 36,726,926.37 84,765,430 48,038,503.63 56.67 %

Grand Totals 0.00 6,375,908.93 6,375,908.93 0.00 36,726,926.37 36,726,926.37 84,765,430 48,038,503.63 56.67 %

Budget vs Actual Expenses
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TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 
BOARD OF TRUSTEES 

MEETING MINUTES 
 

DATE:  Friday, October 27, 2017  
TIME:  8:30 a.m.        
PLACE: Arizona Inn – Safari Room 
  2200 E. Elm Street, Tucson, AZ 

 

Members Present:  Pete Saxton, Finance Director 
Michael Coffey, Acting Chairman 
Jorge Hernández, Elected Representative 
John O’Hare, Elected Retiree Representative 
Kevin Larson, City Manager Appointee 
Ana Urquijo, HR Director (Arrived 1:30 PM) 
Claire Beaubien, CTRA Representative (Departed 10:23 AM) 

  
Staff Present  Art Cuaron, Interim Pension Administrator 

Jamie Leon-Guerrero, Administrative Assistant 
Karen Tenace, Finance Deputy Director 
Anita Hart, HR Manager 
Jacinta Figueroa, HR Deputy Director (Departed 12:30 PM) 

     
Guests Present Gordon Weightman, Callan Associates (Departed 2:25 PM) 
 Matt Clark, PIMCO (Departed 12:30 PM) 
 Tony Crescenzi, PIMCO (Departed 9:41 AM) 
 Catherine Langford, Yoder & Langford - TSRS Legal Counsel 
 Paul Wood, Gabriel Roeder Smith & Assoc (Arrived 12:00 PM) (Departed 2:25 

PM) 
 Dana Woolfrey, Gabriel Roeder Smith & Assoc (Arrived 12:00 PM) (Departed 

2:25 PM) 
     
      Absent/Excused:   Robert Fleming, Chairman 
     

 
Acting Chairman Michael Coffey called the meeting to order at 8:30 AM. 
 

1) Consent Agenda 
a. Approval of September 28th, 2017 TSRS Board Meeting Minutes  
b. Retirement ratifications for October 2017  
c. September 2017 TSRS Budget Vs Actual Expenses 
d. TSRS Portfolio Composition, Transactions and Performance Review September 2017 

 
Round table introductions were made.   
 
A motion to approve the Consent Agenda was made by Pete Saxton, 2nd by Kevin Larson, and passed 
by a vote of 6-0 (Chairman Fleming absent).. 

 
2) PIMCO Portfolio Update – Matt Clark & Tony Crescenzi 

a. Economic and Market Outlook 
 
Matt Clark introduced Tony Crescenzi, a senior member of the portfolio management team.  Mr. Crescenzi is a 
key component of PIMCO’s economic and market forecasting discussions on a number of their investment 
committees.  These committees set the direction for their overall investment perspectives and positions.   
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Tony Crescenzi began his presentation explaining PIMCO’s processes used to formulate their investment 
themes and portfolio strategies.  They have an annual secular forum every May where they derive a three to 
five year outlook which sets the guardrails on how they think about markets over the short run as well.  He 
used the example of their view on long term prognosis for interest rates; these can guide them during periods 
of sharp movements.  A current thesis they have is called a new neutral.  They believe that the neutral policy 
rate of the Federal Reserve which has historically been 4.25%, they believe it is about 2% or so, about half of 
the long term average.  This not only to the US, it also applies to Japan and Europe.  As part of their secular 
outlook, they believe the rates in these two parts of the world will stay low for several years.  Japan and Europe 
have enormous amounts of financial capital to invest in the US market because they are repressed and have 
to worry about gaining a return on their money.  Mr. Crescenzi detects no change in their impulses to continue 
to buy US treasuries or US corporate bonds if yields or credit spreads move wider or higher.  Even though US 
rates are rising, they believe there will be a limit to how far they can rise.  So their annual secular forums and 
the thesis developed from them are vitally important to portfolio constructions since they inform them on how to 
behave when there is volatility in the market. 
 
PIMCO supplements their secular forums with a cyclical forum.  Key members from their thirteen global offices 
meet quarterly.  Here they discuss the one year outlook and fluctuations they expect to occur based on 
movements in the global economy.  Because they have representatives from around the world, it’s a very well 
round view of the market.  It’s the major overriding top level part of their process. 
 
Lastly, PIMCO has an investment committee which meets daily.  This committee consists of ten to twelve 
members to discuss the issues of the day. For example, they recently spoke to their advisor Gene Sperling, 
who was the Director of the National Economic Council under Presidents Obama and Clinton with regards to 
construction fiscal policy, budgets, and tax plans.    They have a list of other advisors that include former 
speakers of the US House of Representatives Newt Gingrich and John Boehner.  In these meetings they 
discuss topical issues and both macro and micro portfolio construction related issues.  At the end of each 
meeting they send out an investment conclusion to the floor.   
 
Pete Saxton asked for clarification regarding the long term rates of the return by the various central banking 
entities being described as capital looking for a return in the secure markets.  So this movement of capital into 
the US will be over the next four to five years.  Mr. Saxton asked if that is because that is as far as they can 
project or is it because at that point other markets will have recovered and the capital will begin flowing in the 
other direction?  Tony Crescenzi answered that it is a risk.  He said that the European Central Bank won’t raise 
interest rates until around 2019.  They are still easing their policy and providing new monetary 
accommodations so the likelihood of them raising interest rates before September 2018 is low.  As for Japan, 
due to the population is shrinking; it can’t grow rapidly because they don’t have the numbers to produce and 
demand goods and services.  And even if the rates increase in Japan, the Japanese investor will still think the 
US market looks good compared to theirs and will continue to invest.  Matt Clark added that the typical length 
for a business outlook is three to five years.  He acknowledged that the current cycle we are in now is 
extended over a hundred months to include the last recession.  They build a forecast period on a long term 
basis around a five year timeframe because it’s harder to pin down anything beyond that.  Tony Crescenzi 
added that a recession would change the outlook for the Japanese and European investor.   
 
Gordon Weightman asked PIMCO to address the current cycle and asked how sustainable it is and when it 
may end.  He asked what they typically see to increase the odds of then a recession might be in sight.  Tony 
Crescenzi shared that he wrote to his colleagues to beware of the good news.  He added that the good news 
can mean increased odds, the feeling that there may higher inflation, and that the Federal Reserve may 
increase interest rates higher than currently projected.  What is best for the US economy is moderate growth.  
If an economy is balanced enough a sector can take over when another isn’t doing well.  As long as the 
economy is dynamic and can evolve we can keep moving forward.  He cautions that the good news can create 
bad news for the economy in the overheating scenario. 
 
Tony Crescenzi began discussion on fiscal policy.  The most that the taxpayer will pay over a ten year period 
of 1.5 trillion dollars which has been passed by the Senate and the House.  PIMCO advisors think it more likely 
to be around 1 trillion dollars to keep the budget revenue neutral.  In order to do this, Republicans will use 
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dynamic scoring to find a way to receive enough votes to pass.  Next week (Nov 1), Kevin Brady of the House 
Ways and Means Committee, will release the mark up of the House plan.  Two weeks later, the Senate will 
provide their markup of the tax bill.  Three weeks after that, there will be a debate and possible passage of the 
tax bill.  The hope is to pass it by Christmas, but it shouldn’t take beyond January or February 2018.  The tax 
cuts won’t be transformational and will not affect the secular views mentioned earlier.  The reasoning relates to 
productivity.  Historically, the US economy grows at about 3%.  The old normal thesis equals 1% increase in 
the number of people to buy and produce goods and services and 2% on how productive they were.  The new 
normal thesis shows growth at 2% because the growth in the labor force has been 0.5% over the last five 
years.  This is because the aging of the baby boomers.  This group will be affecting the growth of the labor 
force until about 2030 or so unless there is an increase in immigration.  Under the current administration, the 
odds of that are low.  Population growth is affected greatly by immigration.  The US needs people from abroad 
to grow faster.  In the last five years we’ve seen productivity grow 0.5% instead of the old 2%.  The missing 
ingredient is investment.  We haven’t been investing in America and we have seen a decrease in capital 
intensity.  We’re looking for the transformational project on the agenda like the Eisenhower National System of 
Interstate and Defense Highways.  When thinking about infrastructure we have to ask will it be 
transformational.  The current indications are no because we can’t get anything big passed and it will be small 
relative to what we really need for growth.  Lacking a current increase in the trajectory of growth it is difficult to 
forecast a current increase on interest rates. 
 
Pete Saxton asked how this relates to corporate profits.  Tony Crescenzi answered that the global economy is 
fairing its best in years.  IMF data projects the real economy globally to increase 3.6% this year up from 3.2% 
last year and to grow 3.7% next year.  PIMCO’s numbers are similar.  That strength equals about 6% increase 
in nominal GDP this year and next and 12% increase in size as a world economy which correlates to about 
12%-15% gain in global corporate earnings based on the MXCI world index.  That equates then to about 5% 
increase in capital spending which had been flat in recent years.  He added that the rise in share prices has 
made people feel richer and the savings rate fell the lowest since 2008 to 3.2% for the US economy so it has 
helped keep capital spending going.   
 
Pete asked for clarification about the movement of capital in and out of the US economy.  Tony Crescenzi 
answered that in terms of financial assets, money flows more to the US more than it does elsewhere.  There is 
enough flow that although a lot of capital has moved to emerging markets, the main point is that it flows out of 
places like Japan and Europe.  If things turn different there and prospects were better there, the flow would go 
back inwards to their markets.  But there is enough money to go around and it’s still flowing out.  Matt Clark 
added that for the next twelve months, they’ll be very constructive on both US and global economies which 
should translate to decent profitability which will continue to support equities.  However, the longer term picture 
is one that is lower for longer both in terms of policy rates and long term economic growth averages. 
 
Gordon Weightman asked where they finding opportunities as they are becoming more defensive moving up 
the credit quality spectrum.  Tony Crescenzi answered they look to formal credit.  For example, non-agency 
mortgages with single digit returns, they still return greater than corporate bonds.  One area that is going down 
in the capital structure is bank capital securities.  European banks are returning 6%-7% and these are just 
above equities in terms of the risk profile.  Unless the capital levels at these banks during crisis fall below a 
certain threshold, those bonds are no longer bonds equity.  PIMCO’s credit team thoroughly investigates the 
extent of which banks can withstand stress.  They scan the globe for opportunity and switch companies as 
needed.  They do not make large macro bets and they are doing everything they can from bonds up. 
 
Pete Saxton asked Mr. Crescenzi if he thinks Dodd-Frank will be repealed. Tony Crescenzi answered in the 
negative.  However, elements of it will be.  The impact on bank balances will be insignificant.  There were 96 
proposals by the Treasury Department in June, they believe about 60 of the 96 will go through.  This will allow 
banks to expand their balance sheets which could create more new home mortgages.  But they do not believe 
banks will take this opportunity to do very much as it is still a highly regulated climate. 
 
Matt Clark summarized the perspective for the near term by saying there is a lot of positive things going on in 
both the US and global economies.  He cautioned that as we go forward we have to do so carefully.  He said to 
expect less from the passive markets and rely and find the unique opportunities to increase our returns.  Tony 
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Crescenzi said that the intro to one of his presentations begins with “be optimistic but don’t bet against the new 
normal or new neutral just yet.”  
 

b. Review of StockPlus Portfolio 
 
Matt Clark presented PIMCO’s 2018 cyclical outlook on page 5. You can see relatively good economic 
expectations for growth and also contained expectations for inflation. 
 
Matt Clark presented the ABCs of caution on page 6.  While expansions don’t die of old age, diminished 
slack suggests moderation in growth.  The coming end to CB balance sheet expansion and the eventual 
unwind, this could weigh on markets.  Also, China’s post-Party Congress policies, with rising leverage, could 
contribute to volatility. 
 
Matt Clark presented market review on page 14.  Rates fell for much of the quarter amidst geopolitical tensions 
and U.S. political turmoil, while risk assets continued to gain.  The fundamental backdrop was little changed 
with data showing acceleration in growth trends in the U.S. and abroad. 
 
Matt Clark presented the Q3 risk sentiments on page 16.  Investing in anything that had a little more risk 
orientation was very well rewarded over the course of the last several calendar years. For interest rates, third 
quarter yields have gone up.  Emerging markets are seeing really good results.  There we see the yields in the 
emerging market debt come down and the price of their bonds go up.  The credit sector has also done well.   
 
Matt Clark presented diversified income strategy on page 18.  The key point in this section is that credit 
spreads overall tightened in Q3, given rising optimism surrounding nominal growth and further clarity on pro-
growth tax reform details announced late in the quarter.  Our portfolio outperformed its customized benchmark.  
A contributing factor to this was exposure to non-agency mortgages.  These are mortgages that are being paid 
by borrowers who are considered sub-prime and unable to secure a mortgage under programs such as Fannie 
Mae.  These types of legacy loans have been a key component of PIMCO’s strategy for the last several years. 
 
Matt Clark presented the TSRS performance review on page 20.  He was pleased to report that returns have 
exceeded the benchmark for most calendar years.  And over the last 10 years, performance has outperformed 
the customized benchmark as well.   
 
Matt Clark discussed where risks come from and said that the portfolio goes after sectors of the market that 
are more volatile by design.  However, over a longer time period we will be rewarded for this. He said that at 
the beginning of the year the Board made a decision to move to a 50/50 allocation to fixed income.  He said 
that there is a real cost of doing that.  In the 10 year period that included the worst financial crisis that we’ve 
seen since the Great Depression, had we moved to an entirely passive allocation in anticipation to manage the 
risks, it would have costs a substantial amount of money for the plan.  It is often presented that passive is less 
risky but there are places in the portfolio where it is appropriate.  By design this portfolio goes after sectors of 
the market that are more volatile with more risks.  But over a longer period of time, we will be rewarded for this.  
Pete Saxton asked if PIMCO was making a recommendation.  Matt Clark answered that in the fixed income 
market, we will be well rewarded to be active.  Pete Saxton said that Tony Crescenzi mentioned earlier that the 
entire outlook is shifting away from high yield and towards more secure.  Matt Clark answered that nothing is 
static.  If the high yield market is less attractive, they will move appropriately to minimize risks. Gordon 
Weightman explained that they’ve discussed entertaining an active core manager instead of using the 
aggregate.  Looking at the long term, this is an open plan mainly looking at the investment program.  However 
there are other area that are important that the short term matters as well.  This was the genesis of the 
decision to pull back the risk within the fixed income portfolio.  Matt Clark said that the vast majority of the risk 
in our portfolio is not coming from fixed income.  Gordon Weightman agreed but added that treasuries hold up 
best in the down turn. This was a decision to increase the treasury exposure.  Matt Clark said that the potential 
to incrementally increase returns in an area of the portfolio that is stable shouldn’t be overlooked.  Income is 
such an important component of meeting the obligation of the plan on a regular basis. 
 

c. Review of Diversified Income Portfolio 
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Matt Clark summarized the diversified income portfolio presentation by saying that we have a lot to be happy 
about. Our passive allocations have done well this year and the portfolio as a whole has performed very well.   
 
Matt Clark presented the StocksPLUS portfolio on page 25.   StocksPLUS is an enhanced equity portfolio.  The 
plan gains passive exposure to equities through instruments such as futures less financing cost.  It also invests 
in a high quality bond portfolio with a meaningful yield and return advantage over cash.  And the plan seeks to 
take advantage of structural return opportunities in the bond market to deliver consistent excess returns.  
 
Matt Clark presented the StocksPLUS performance review on page 27.  Year to date, the fund is outperforming 
benchmark. 
 
Acting Chairman Coffey asked what the role of StocksPLUS is.  Gordon Weightman answered that it is within 
our U.S. large cap equity structure.  It is a view that believes in passive management within U.S. large cap 
equity, we get beta exposure, and we gain a little extra from the fixed income pieces. 
 
Matt Clark explained to the Board that this portfolio is 100% performance based.  This is a unique fee schedule 
at PIMCO and TSRS does not pay for underperformance. 
 

d. PIMCO Update 
 
Matt Clark gave a brief organization update.  No news is good news.  They have the same team, same 
process, are in the same location and things are going very well.  
 

3) Education Session - Callan Associates -  Gordon Weightman 
a. Multi Asset Class Strategies 

 
Gordon Weightman presented the TSRS targe asset allocation on page 1.  The Board approves an asset 
allocation that is expected to help meet the long term obligations of the fund at an acceptable level of risk.  
Each asset class has a well-defined role; equity is the growth engine, fixed income dampens volatility and 
provides, income and some downside protection,  and real assets in private real estate and private 
infrastructure further diversify the equity/bond portfolio, produce income, and act as a partial inflation hedge.  A 
few years ago there was an asset liability study where they took a deeper look at the actual obligations that we 
have to pay and if we were taking the appropriate amount of risks.  Equity is 59% of the portfolio which we 
need to meet our expected rate of return.  Fixed income is traditionally seen as an income producer, something 
that protects on the downside.  It was this philosophy that caused the Board to make the decision to pull back 
some assets from PIMCO which runs a more aggressive fixed income portfolio that has a higher correlation to 
equity than our Barclays aggregate portfolio. 
 
Pete Saxton asked what is the definition of investment in infrastructure.  Gordon Weightman answered that we 
have two private infrastructure funds.  With Macquarie Capital, we own two airports in Brussels and 
Copenhagen.  With SteelRiver, we are invested in pipeline infrastructure throughout the U.S.  The income that 
is produced from those operations comes to TSRS.  Pete Saxton asked if we are an equity partner.  Gordon 
Weightman answered that we are owners. 
 
Gordon Weightman presented expected return on page 2.  Based on Callan’s Capital Market Projections, in a 
median case, TSRS is expected to return 6.3% over the next 10-years. There is a 40% probability of achieving 
the return objective of 7.25%, this does not include an assumption for active management. The assumptions 
are for passive management after fees.  If we get alpha, the 7.25% becomes more realistic.  John O’Hare 
asked how much alpha we would have to get from our active managers.  Gordon Weightman answered that 
we would need 95 basis points which is 1% from our active managers.  The majority of our managers are 
active.  We are taking a reasonable amount of risk.  We could take more risks to get closer to an expected rate 
of return or we could take less risk.  If we take less risk, the chances of having variability in our contribution 
rates goes down.  If we take more risk, we will have more variability in our contribution policy.  However, we 
are matched well to our objectives. 
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Gordon Weightman presented what drives risk in the portfolio on page 3.  Equity accounts for the majority of 
risk in the portfolio and is expected to be the biggest driver of return and risk over the long term.  Fixed Income 
has a low contribution to overall risk. The portfolio right now has a standard deviation of 13%.  Plus or minus 
1% with a standard deviation over 6.3%, we could go negative in the portfolio or we could go positive.  
Although we are very much in line with other public funds, we take a lot of equity risk now.  If we wanted to 
take more risks to get a better return to try and close the funding gap, it would come from equity and our equity 
risk would dominate the portfolio even more.  So the alternative is multi-asset class strategies come into play.   
 
Gordon Weightman presented multi-asset class strategies (MAC) on page 4.  Multi-asset class strategies can 
mitigate equity risk concentration via the “Three Ds”: Diversification, Dynamic risk management, and 
Drawdown protection.  MACs are designed to produce alpha over a certain benchmark, protect on the 
downside, and use different tools in a strategic and tactical manner to enhance overall portfolio return.  They 
use a lot of derivatives and leverage.  One of the challenges with MAC strategies is that the objectives in the 
implementation of these products are all over the board. They have relatively short track records which makes 
them hard to evaluate. We have to have a thesis for what we’re looking for before we decide to dive in. 
 
Gordon Weightman presented Callan categorization of MAC strategies on page 5.  The first is long biased 
which are complex balanced funds.  The asset categories used are equity, bonds, currencies, and 
commodities.   They have lots of leverage and tend to have higher equity correlation in drawdown risk 
compared to other MAC strategies.  In its simplest form, long biased could be the easiest to implement within 
the TSRS portfolio.  The second is absolute return which is a new version of hedge funds. They don’t expect to 
perform as well as equities but in a down market, they won’t decline as much.  The third is risk premia has 
taken off since the global financial crisis.  Within broad asset classes like equity an bonds, we had exposure to 
various factors such as equity, credit, and treasuries.  If we break the broad asset classes down into factors, 
we can try to gain exposure to different factors by investing in the asset classes in different ways at different 
times.  That is what risk premia does.  It is based on academic research and had generated interest and clients 
have started investing there.  The fourth is risk parity and is similar to risk premia with the idea to have each 
part of the portfolio to have an equal risk contribution.  The portfolio has done very well over time and Callan is 
not pushing the Board into any one of the MAC quadrants.  Adding something in one of the categories could 
help further diversify the portfolio.   
 
Gordon Weightman presented the current interest in MACs on page 6.  Multi-asset class strategies focus on 
risk management and drawdown protection.  
 
Kevin Larson asked if Callan done any research that has concluded that these are the levels of risk inherently 
in the portfolios given. Gordon Weightman answered that it is a broad spectrum and they are only categorizing.  
They do have peer groups who are dedicated to researching each strategy and they are putting in 
considerable effort into research. 
 
Acting Chairman Coffey asked what conditions Callan would be recommending these strategies to the Board.  
Gordon Weightman directed the Board to implementation on page 8.  The Board needs to have a specific role 
within the portfolio.  We have three options; drawdown protection, diversification, and higher returns.  He said 
that he doesn’t believe there is a need to make a decision right away.  This presentation is purely educational 
so the Board knows what’s available.  
 
Art Cuaron asked what the process would be to move forward with one of these strategies.  Gordon 
Weightman answered that we would have to pick a category first and then Callan would do a search to identify 
managers to get in touch with.  Once a decision was made to move forward, the Board would have to decide 
how it is going to be funded.  We would hire the best investment managers, give them some assets within a 
framework, and let them go.  We would be putting a lot of faith in active managers if we choose to invest in one 
of these strategies.  They should be able to manage the portfolio better than a Board of Trustees by being 
more tactical and using more tools.  The only thing Callan can promise if we went down this route would be 
recommending a firm with large scale operations, big trading desks, and lots of research capabilities in all of 
the asset categories with a proven record. 
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4) Education Session – City of Tucson – Jacinta Figueroa – HR Deputy Director 
a. Reasonable Accommodation Presentation and Discussion 

 
Jacinta Figueroa began by directing the Board to the ADA AD presentation that explains in detail the disability 
accommodations available to employees.  Jacinta introduced Anita Hart who is the City’s Benefits Manager.  
She manages retiree benefits and leave administration.  She shared that the City of Tucson has one of the 
most robust programs she has seen in her 25 years of employment labor law experience.   
 
The Americans with Disabilities Amendment Act was an act passed by Congress in 1999.  The ADA AA 
prohibits a covered entity from discriminating against a qualified individual with a disability when it comes to 
any aspect of employment, including hiring, firing, pay, job assignments, promotions, layoff, training, fringe  
benefits, and any other term or condition of employment.  
 
Gordon Weightman asked what was in place prior to 1999.  Jacinta Figueroa explained that it was a 
rehabilitation act and then in 2009 under President Bush he expanded the acts definitions of disability.   
 
Jacinta Figueroa explained that normally discrimination lawsuits are from individuals who have a disability and 
have applied for a position.  However, we have individuals who become disabled while employed.  As an 
employer, we have an obligation under the law to accommodate them if they are qualified to do the job or can 
do the job with that accommodation.  A disability is a physical or mental impairment that substantially limits one 
or more major life activity, a record of, or being regarded as having such.  Reports come from Directors, 
supervisors, and from employees directly.  Once reported they are provided a packet that requests detailed 
information on job descriptions and limitations that are kept confidential. Determination is based on the 
individuals’ health care provider and consultation with the City Physician, if needed.   
 
Gordon Weightman asked what protections there may be for the City.  Jacinta Figueroa answered that when 
applicants feel they were not hired because of a disability, they have to articulate something that occurred.  
The City has educated our managers and supervisors very well during application screening; they are looking 
at qualifications only.  However, during an interview and if there is an obvious disability, there can be a follow 
up question asking if accommodations are needed if selected for the position.  She said there is room for us on 
obvious situations that allows us to ask if accommodations are needed.   
 
Art Cuaron used the example of an employee who retired due to a medical disability and the Board approved 
and ratified his retirement as such.  He asked what the HR rehire procedure is should the employee apply for a 
positon with the City after years of collecting disability retirement. Jacinta Figueroa answered that an employee 
cannot collect a disability check and be employed.  She used an example of an employee who was disabled 
whom was applying for a position.  When HR became aware of this, they discovered that the employee was 
able heal and terminated her retirement disability.  Catherine Langford added that an important piece of 
information to consider is that a pension disability is considered a total and permanent disability.  However, the 
accommodation issues Jacinta Figueroa is referring to are not necessarily total disabilities.  Michael Coffey 
questioned that this employee recovered from a total and permanent disability.  Catherine Langford answered 
in the affirmative.  Art Cuaron added that he is not sure of the connection to reasonable accommodations but 
he believes there is nexus to it. Anita Hart explained that the City changes its policy on retiree insurance 
eligibility.  Anyone hired or rehired on or after January 1, 2016, is no longer eligible for retiree of insurance.  So 
when this individual came back to employment, they forfeited future rights to retiree insurance which is one 
way of closing that gap.   
 
Karen Tenace asked what HR’s process is when reasonable accommodations may apply.  Jacinta answered 
that once determined; there is an interactive process that focuses on abilities, not disabilities.  This is 
determined based on the information received in the application process.  Reasonable accommodations may 
range from reassignments to light-duty, leave, assigned to another positon, modification or purchase of 
equipment, or modification of duties.  Employees are not guaranteed their choice of accommodations.  She 
has not seen a situation where the accommodation costs were too large to move forward.  Anita Hart added 
that after accommodations at their current positions are considered and may not be met, they look towards 
their skillset and what openings are available within the City.  HR can do lateral moves and sometimes 
demotions which may result in a pay cut.  Generally, the City tries to keep employees at their current pay level 
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so they aren’t impacted.  There is also short and long term disability insurance available.  Jacinta added that 
the City’s leave policy is very generous.  Employees have sick leave, donated leave, and FMLA leave that can 
last for up to a year.   
 
Jacinta Figueroa suggested that TSRS have a disability checklist to ensure the employee has used all of their 
leave and have completed the reasonable accommodation process when they are presented to the Board.   
 
Acting Chairman Michael Coffey said that he has seen medical retirement applications signed off by the 
applicant’s supervisor.  He asked when HR gets involved and where the final determination is made to ensure 
there have been reasonable efforts to find an alternative for applicants.  Jacinta Figueroa answered that HR 
and TSRS need to connect.  Anita Hart answered that it is all done centrally within HR and we should have the 
signature at this level.  Acting Chairman Coffey said that he’s not sure he’s seen a signature from HR on 
applications in the past.  Jacinta Figueroa said that HR has a checklist.  Anita Hart said that Bob Szelewski 
contacts HR to make sure.  She suggested that HR and TSRS discuss the medical retirement application to 
see about revising it.  Acting Chairman Coffey requested that the signature from central HR be added.  Anita 
Hart agreed.   
 
Catherine Langford asked if employees are allowed to make a representation to HR that they believe the may 
continue to work within accommodations.  Anita Hart answered that the packet includes the employee 
statement on their ability and condition as well as their physician’s statement.  During the interactive process, 
the first question is can the employee work at all.  If they are unable to work, the City cannot provide 
accommodations.  If they are able to work, then HR looks at the minimum qualifications for their job or potential 
other jobs.  Catherine Langford said that she believes this information is relevant for the TSRS determination.  
She understands that HR cannot disclose confidential medical information however, if an employee says they 
can work, that is not a total and permanent disability.  Anita Hart suggested this can also be an addition to the 
medical retirement application form.    
 

5) Administrator’s Report 
a. Report on Office Operations and Key Facts and Figures From the Past Month 

 
Art Cuaron informed the Board that there were five normal retirements and twenty-seven contribution payouts 
in September 2017. Sixteen of the payouts were refunds and eleven were rollovers.   
 
He provided an update on National Save for Retirement Week that was October 15th through October 21st, 
2017.  TSRS held 3 open houses at various locations with a total of 46 attendees.   
 
He informed the Board that we received survey results from the August and September 2017 retirement 
information seminars.  Surveys were sent out to all attendees.  We received positive reviews overall.  Bob 
Szelewski received glowing presenter remarks.  We received several comments requesting more frequent 
seminars, combining information with ICMA-RC, and more information and time spent on QDRO’s.   
 
Acting Chairman Coffey asked if we plan to have seminars every six months.  Art Cuaron answered that he 
would like to have these quarterly but it will be up to the new Pension Administrator.   
 
Pete Saxton asked if specific comments were accurate.  Art Cuaron answered that we did not alter any of the 
comments or results. 
 
Jorge Hernandez asked for clarification on the portfolio performance review. He had heard that there were 
withdrawals in September 2017.  Art Cuaron explained that those withdrawals were processed in October 
2017. 
 
John O’Hare requested that a representative from the Social Security office be present at future TSRS 
seminars.  Art Cuaron answered that they will be contacted and considered as guests. 
 

6) Actuary Valuation Report for June 30, 2017 – Gabriel Roeder Smith & Assoc., - Paul Wood & Dana 
Woolfrey 
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a. June 30, 2017 TSRS DRAFT valuation report and discussion 
b. Recommended Contribution Rates for 2019 Plan Year Beginning July 1, 2018, Ending June 30, 2019 
c. Review of TSRS Funding Projections  
d. Acceptance of 6/30/17 Draft Valuation Report, Adoption of FY19 Contribution Rates 
e. Actuarial Experience Study 

 
Dana Woolfrey began the presentation by saying the theme of the presentation is to stay the course.  We have 
a strong policy in place that is working.  We’ve had good experience over the last few years and we should 
stick to the plan and keeping the focus on getting fully funded.   
 
Dana Woolfrey presented where we were on page 3.  This baseline shows projections from 2013 under the 
prior funding policy.  The 27.5% employer contribution rate gets the policy fully funded in 2032. 
 
Dana Woolfrey presented types of amortization methods on page 4.  The first type is open versus closed 
amortization.  Open amortizations amortize over same period each year and refinances the mortgage each 
year.  Closed amortizations ratchet the amortization down over time and pays off the mortgage by the original 
intended date. Gordon Weightman asked if one is more useful in getting fully funded.  Dana Woolfrey 
answered that a closed amortization is more appropriate for obtaining full funding.  Currently the policy is on an 
open amortization.  The second type is level dollar versus level percent of pay. Level dollar assumes the same 
payment amount each year in the future.  Level percent in pay assumes increasing payment amounts. 
 
Dana Woolfrey presented the funding policy on page 5.  She explained the actuarial contribution calculation in 
three parts; normal cost is this year’s cost of newly approved service, the 20-year open level percent of pay 
amortization of unfunded liability, and ongoing administrative expense which are included in our valuations.  
Currently employees hired after July 1, 2006 pay ½ the normal cost while those hired before are paying 5%.  
The City is paying ½ the normal cost plus the amortization plus the administrative expense.  This is the driving 
force behind reaching full funding and should effectively create a closed amortization.   
 
Dana Woolfrey presented what’s happened since 2013 projections on page 6.  Investment returns have been 
very good over the last four years.  Market value return is 9.7% and the smooth value results are 11%.  All of 
the actuarial rates of return are in excess of our 7.25% investment return as well. 
 
Dana Woolfrey presented the demographics on page 7 noting that liability gains are largely from salary 
increases less than expected.  The demographic experience includes retirement, termination, mortality, and 
salary.  This reduces unfunded liability but reduces contributory payroll and increases amortization as a rate of 
pay.   
 
Dana Woolfrey presented the fiscal year ending June 30, 2017 experience on page 8.  Results look noticeably 
improved over last year with asset gains from the 10% actuarial return.  There were liability gains from salary 
increases and the blended normal cost rate continues to decline as members are replaced by new hires under 
the new tier. 
 
Dana Woolfrey presented the primary valuation results on page 9.  We have roughly $22 million in deferred 
asset gains which will go to assist our next valuation in 2018.  
 
Dana Woolfrey presented primary valuation results on page 10.  City Actuarial Contribution Rate decreased 
from 25.78% to 23.48% partly due to favorable experience during the year and anticipated reduction in the 
actuarial rate.   
 
Pete Saxton asked if there was a significant cost difference on the normal cost rate between the two tiers.  
Dana Woolfrey answered that the blended rate went from 11.4% down to 11.2% as shown on page 11. On 
page 12, the hired after June 30, 2011, ½ of the normal cost is 4.85% so that make the total normal cost is 
9.7%.  9.7% is the rate they expect to ultimately be at over time.  Pete Saxton asked how many members are 
still in the legacy tier hired prior to July 1, 2006.  Paul Wood gave a rough estimate that it is about a 50/50 split 
between the tiers with 2500-2600 members.   
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Dana Woolfrey presented actuarial contribution rates on page 11.  The total normal cost went from 11.4% to 
1.2%.  The blended member financed portion of the plan went from 5.15% to 5.11% and the City financed 
portion went from 25.78% to 23.48%. 
 
Dana Woolfrey presented more actuarial contribution rates on page 13.  This slide included the roundup policy 
and the 27.5% minimum.  She said these would potentially be the rates the Board will be recommending. All 
employee rates are staying the same and the employer rate will be 27.5%. 
 
Dana Woolfrey presented recent funding history on page 14.  In June 2010 we were at 71% and June 2017 we 
are at 74.1%.  Paul Wood added that we are down payroll from 2010 so there hasn’t been growth in earnings 
for members.   
 
Dana Woolfrey presented page 15.  The plan is doing better than expected from the 2013 perspective. We 
want to stay the cource and there are no changes in FY 2019 rates. 
 
Dana Woolfrey presented 15-year projections on page 16.  The numbers assumes actuarial assumptions are 
met every year, a stable active population, and the City contribution rate of 27.5% through 2013 where the plan 
is expected to be fully funded.  Currently the City actuarial contribution is 23.48% and will continue to drop 
assuming the City contribution rate stays at 27.5% until fully funded.  
 
John O’Hare asked what the projections would look like if the covered payroll was static.  Dana Woolfrey said it 
wouldn’t look as good and would take longer to get to full funding.  John O’Hare asked how many years would 
be added to get fully funded.  Dana Woolfrey answered it would depend on how diminished the active 
population was at that time.  She was unsure how sensitive the number is based on the population 
assumption.  John O’Hare said it’s really a question of how low the City can go as far as staff is concerned.  He 
asked Pete Saxton if he believed the payroll will be static for the next 5-6 years.  Pete Saxton answered in the 
affirmative.  He expects the covered payroll to decline moderately.  It will take the City a few years to touch 
bottom in terms of total number of employees and total covered payroll.  However, when we touch bottom we 
should see an increase thereafter.  Paul Wood said this is why it is important to stick to the funding policy we 
have now. 
 
Paul Wood presented what the next year looks like on page 17.  The last experience study was performed for 
the period ending June 30, 2013 and is typically performed every 4-5 years.  They are comfortable doing the 
next one in 2018.  Catherine Langford asked if they can include feedback from the City on their future 
projections or is it based solely on prior experience.  Paul Wood answered that it’s based on a combination of 
both.  Dana Woolfrey said that the proposed timing of this would be done concurrently around the valuation to 
be presented to the Board at next year’s retreat.   
 
Paul Wood presented the post-retirement mortality assumption on page 18.  A simple Google search on life 
expectancy finds that people are living longer.  However on page 19, recent indicators show that the rate life 
expectancy rate could be slowing down as it has dropped for the first time in decades.  Page 20 shows the life 
expectancy for the general US population from age 65 increases over time.   
 
Paul Wood presented the life expectancy by State.  Kevin Larson asked if there were any underlining factors 
for each state.  Paul Wood answered that it could be social economic factors.  There is not a lot of wealth in 
the South and North East for instance.  
 
Paul Wood presented more on mortality assumption on page 22.  Nationally, life expectancies continue to 
improve.  Accurate estimates of mortality rates, life expectancies, and future improvements are a critical piece 
of determining how to properly pre-fund the plan.  The majority of plans are moving to generational mortality if 
they haven’t already.  GRS strongly recommends updating mortality to a variant of the most recent table prior 
to the next valuation. 
 
Gordon Weightman asked how much the liability assumption would change if the Board adopts the 
generational tables.  The current mortality assumption is 28.59% compared to the updated mortality 
assumption of 31.22%.   Dana Woolfrey said that the assumptions do not drive the actual plan costs, the actual 
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plan experience does.  So when we change assumption we change the anticipated costs only, the true cost of 
the plan is the true cost of the plan.  Most times plans do not want to adopt assumptions because they cost 
more but in the end they catch up.   
 
Art Cuaron said that the only thing changing would be the employee contribution if the recommended mortality 
table is adopted by the Board.  Paul Wood answered in the affirmative.  Pete Saxton said only for employees in 
the middle tier who were hired between July 2, 2006 and June 30, 2011. 
 
Kevin Larson asked how quickly the Board should use the new projection scales.  Paul Wood answered that 
we are in a decent spot to transition now since our static mortality is close to the base table.  
 
Paul Wood said they just built a mortality table for the Arizona State Retirement System (ASRS).  Gordon 
Weightman asked if the TSRS plan is similar to ASRS where it would make sense to use their mortality table.  
Paul Wood answered that it wouldn’t be exact but would give us an idea and would be worthwhile to take a 
look at.   
 
Paul Wood presented the reasons to be cautiously optimistic on page 25.  We need to recognize increased 
longevity and forecasts assume all assumptions are met.  The funding ratio of the plan has improved over each 
of the last four years.  Deferred asset gains will help counter adverse experience in coming years.  Overall, we 
have a strong funding policy. 
 
Acting Chairman Coffey asked if GRS needed any direction from the Board.  Paul Wood said the Board needs 
to approve the 2019 contribution rates on page 13.   
 
Acting Chairman Coffee asked if the Board would get updates on the experience study and mortality rates.  
Paul Wood answered they will provide those once placed on the schedule.  Art Cuaron asked for clarification 
on when the experience study and mortality rates would be discussed.  Dana Woolfrey said that there could be 
an interim step at the June 2018 valuation, the Board could adopt the new mortality assumption for that year.  
This would affect the middle tier (2006-2011 hires) contribution rates in a less volatile way.  Currently they are 
on the cusp at 6.5% rounded to 7.25%.  If we don’t adopt the new valuation tables they could drop below 6.5% 
rounded to 7%.  The bouncing from 6.75% down to 6.5% and then back up to 7% might not be favorable for 
some employees or not.  Catherine Langford said that if everything is rolled into the actuarial experience study, 
we may end up with recommendations that would be more significant.  A way to spread them out would be to 
do mortality first, staying within the 27.5%.  Then a year later we have the ability to implement additional 
assumption changes if they were consistent with the experience study.  She suggests we may not want to do 
them both at the same time. 
 
Karen Tenace asked for clarification on the options presented.  She did not understand the phased approach.  
If we adopt the mortality rate options for FY19 but after the experience study is presented for the FY20 rates, 
the rates would cover all the changes at once.  Dana Woolfrey answered that they would be conducting the 
experience study at the same time as the 2018 valuation.  They would present the results but the 2018 
valuation would be on the old assumptions.  The experience study would show us the 2018 on the new 
assumptions but would not be adopted until 2019.  Karen Tenace said that the impact to the employees 
wouldn’t be phased then. Dana Woolfrey answered that if we didn’t do the phased approach, they will provide 
the 2018 valuation on the old assumptions which would determine the FY20 rates.  The Board would adopt 
assumptions for FY19 which would determine the FY21 rates.  We would see increases in 2021.  So the 
question to the Board is do we want to do it all in the 2020 rates or if we want mortality rates in 2020 rates and 
the rest in 2021.  Dana Woolfrey answered in the affirmative.  In terms of the plan, it will not make a large 
difference in funding projections. 
 
Acting Chairman Coffey requested an expanded written description on the options to discuss at a future 
meeting.  Kevin Larson agreed.    
 
A motion to approve the 6/30/17 Draft Valuation Report was made by Pete Saxton, 2nd by Jorge 
Hernandez, and passed by a vote of 6-0 (Chairman Fleming absent).  A motion to approve the 
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Contribution Rates for 2019 Plan Year was made by John O’Hare, 2nd by Pete Saxton, and passed by a 
vote of 6-0 (Chairman Fleming absent). 
 

7) TSRS External Legal Counsel - Catherine Langford 
a. Governance Issuances Regarding TSRS Funding 

 
Catherine Langford said the revised TSRS funding policy was adopted a year ago.  Two years ago, we tried to 
put some of the rounding policy and the 27.5% employer contribution in connection with the adoption of rates 
at that time into the code.  It didn’t go through but hasn’t been a problem because the City has been following 
the Boards recommendations.  When the actuaries go through their calculated rates, those are the numbers 
that the City is obligated to fund and that the members are required to fund as a condition under the code.  As 
this gap between those calculated rates and the recommended rate grows, there's going to be a lot of 
competing interests that would like to use that percent of payroll.  It's important that the Board remember that 
the 27.5% is legally just a recommendation. The City's obligation falls at 23.5% level.  Unless we were to go 
back and advance another code type change, that structure isn't going to modify.  This is why GRS is 
emphasizing that we need to stay at the 27.5%.  However, there are going to be lots of pots that could benefit 
from the differential between the 23.5% calculated rate and the 27.5% calculated rates.  The Board needs to 
remember that the only valid concerns we should have in this contribution conversation is what is best for the 
system, the members and beneficiaries.  The Board has to try and separate out what might be feasible or best 
for the City’s interest and that can sometimes be difficult.   
 
Pete Saxton said that what is beneficial to the current system is the only consideration which is valid in this 
context.  However, there retirement system is 80%-90% dependent upon contributions from the City.  So if we 
attempt to divorce the welfare of the City from the welfare of the plan, it’s difficult to do that.  Catherine 
Langford said that is a valid point and it comes down to would people rather have a healthy retirement or a job.  
Budgetary constraints on the employee side, money going into a retirement program can lead to the loss of 
jobs and can lead to the loss of services for City taxpayers.  Legally as a trustee of the system, we are 
supposed to divorce those City concerns and that's where it becomes somewhat impractical at times. But as a 
trustee of the system, we’re supposed to make decisions for the best interests of the health of the system and 
the members and beneficiaries.  We can't have trustees individually advocating for budgetary concerns of the 
City or higher incomes or the City. The focus here has to be what will keep the system healthy and reach a 
healthy funded status.  It is entirely possible that the system does not have to be 100% funded to be healthy.  
In the private sector, 80% is considered healthy.   
 
Pete Saxton said that the appropriate fiduciary responsibility is to demand $200 million from the City to make it 
instantly fully funded.  How can we fulfill our fiduciary duty if we don’t take that approach?  Catherine Langford 
answered that since this is an active and open plan, we have a reasonable basis to look at it over time.  It is 
not a requirement to be fully funded today.  Should the plan shut down or close to new employees or frozen 
and replaced with something else, does the Board then say to the City if you want to replace this you have to 
fund it first?  If the plan ever got to the point where it was no longer active and open, Mr. Saxton’s statement is 
a more likely option.  With the funding level we are at now, we do not have an actuarial basis to demand full 
funding.  The courts would say the obligation to make a motion to demand contributions would be do demand 
this year’s actuarial contributions.  If for some reason the City didn’t fund the required contribution, the Board 
has a collection obligation on behalf of the system.  It is not a collection obligation to reach full funding. 
 
John O’Hare said that Mayor & Counsel voted the 27.5% to get to 100% fully funded.  Catherine Langford said 
that they’ve only voted on an annual basis.  John O’Hare said if they voted on it, now it’s an obligation and they 
can’t back off. 
 
Catherine Langford brought up the role of the system Administrator.  Is the system Administrator responsible to 
the Board or are they a City employee?  As things are structured currently, they are a City employee.  Part of 
their job for the City is to run the Board and keep the Board informed on related matters. 
 
Acting Chairman Coffey asked what the implications for their fiduciary obligations are. Cathering Langford 
answered that they are a fiduciary.  Part of their role as a City employee requires the Administrator acts as the 
primary fiduciary of the plan.  They exercise fiduciary decisions over individual benefits determinations, 



Page 13 of 17 

 

eligibility and enrollment questions.  A controlling duty is to the run the system in accordance with the code and 
governing law.  His primary duty is to run the system appropriately.    
 

b. Beneficiary and Survivor Issues 
 
Catherine Langford presented the TSRS death benefit prior to retirement.  The code has vastly different 
benefits payable depending on who the beneficiary is.  The first is if the beneficiary is the member’s spouse, 
that spouse will receive the survivor benefit payable under a joint and survivor 100% annuity.  Second is if the 
member passes away with a non-spouse single beneficiary, that survivor an annuity benefit for 180 months.  
And third is if there is more than one beneficiary, including a spouse, those beneficiaries will share the death 
benefit which is two times the member account balance.  These provisions have been code for a very long 
time.  Public pension plans tend to get convoluted because they're old.  And so they're amended piecemeal 
and nobody really looks at big picture issues.  We have to communicate better with members and advise them 
to make sure their beneficiaries are up to date.  They need to be aware that it matters because if they pass 
away before they retire, their beneficiaries are important.  But before we communicate that with members, we 
need to be comfortable with this structure going forward.  There are built in preference towards married 
members and members with single beneficiaries.  It’s entirely possible that a member will list their four children 
and think that there's one benefit available which will be divided four ways. That is not the case. If they left it to 
just one it would be more. If they left it to a spouse it would be much more. 
 
Anita Hart asked what would happen if they left it to a trust with the spouse is the main recipient.  Would it be 
the first or second option?  Catherine Langford answered it would be option two.  If the trust is designated 
under TSRS, they very rarely have just one beneficiary and they typically have multigenerational beneficiaries.  
The trust has the life expectancy of the youngest beneficiary.  Members need to understand the implication of 
naming a trust or any of the beneficiary configurations.  The Board doesn’t need to make any decisions on this 
issue today but she sees it as complicated and unfair.  She asked the Board if they would like her team to see 
if there are options we could consider in terms of code related changes that may simplify or make it a more 
level playing field. 
 
Acting Chairman Coffey asked if the Board should think about cleaning the death benefit code up.  Catherine 
Langford answered in the affirmative.  We have constitutional concerns that are going to limit us on what we 
can do but before we communicate to members to update beneficiaries, we need a better plan.   
 
Kevin Larson said that pensions have been designed to take care of the member’s spouse.  In his opinion, we 
could simplify and remove the multi-beneficiaries option.  As for the concept of the trust, is different under 
insurance because it’s an annuity being provided versus a lump sum.  He is surprised we allow members to 
designate a trust for their pension.   
 
Art Cuaron asked if the Board can legally remove the trust option.  Catherine Langford answered in the 
affirmative.   We could also clarify that the beneficiary cannot be a trust if we decide to rewrite the code.   
 
Catherine Langford said she has to work with the actuaries and she needs to look that the extent of the death 
benefit options are protected under Arizona law for everyone who is already employed.   
 
Catherine Langford discussed the uptick of Domestic Relation Orders (DRO) over the last few years.  There 
are two general approaches to handling DROs; the shared interest and a separate interest.  What TSRS has 
done is the shared interest approach which takes the members benefit payable when the member retires and 
divides it.  Whatever the former spouse is going to receive is defined by the member’s life.  For example, the 
couple gets divorced, the member retires, payments automatically begin to the former spouse as a portion of 
the pension and when the member passes away, the payments to the former spouse stop.  We’ve seen a few 
situations recently when the member has chosen not to retire in order to avoid paying under the DRO to the 
former spouse.  This is not uncommon to manipulate retirement dates and abuses are happening because of 
the method we use.  The alternative approach is the separate interest approach.  This takes the pension 
benefit and divides it into two pieces and the former spouse owns their piece.  If the member continues to work 
it doesn’t matter because the former spouse’s piece is set aside and the former spouse becomes a member of 
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the plan.  The former spouse has control over when the benefit is paid and can start at the earliest age the 
member could retire without the member actually retiring.   
 
Art Cuaron asked if there is a benefit financially to the system by implementing the separate interest approach 
because it will be defined at a lesser amount.  Catherine Langford answered that it depends on how the DRO 
is written because it should have a division date.  There's a calculation that says that's the portion of the 
pension that was earned while they were married. And usually at the time of divorce it's almost all of it.  If our 
member continues to work past that division date they are just increasing their own pension.  The former 
spouse isn’t getting anything earned after the division date.  She couldn’t answer if one of the approaches 
would save the system money or not.  The separate interest approach would allow parties to submit their DRO 
regardless if the member will continue working.  It would avoid members manipulating the retirement date. 
Catherine Langford brought up the issue of when a member retires and they elect their pension, that is an 
irrevocable action.  So when a retiree gets divorced and remarried, they want to add their new spouse and they 
cannot do so.  Members don’t understand how these rules work.  These situations are difficult and get 
expensive for the system.  The Board could look at options for different approaches for dealing with divorces.  
One approach is to let the member bring in a court order to remove the survivor with the understanding that 
when they pass their retirement benefit will stop.  This approach is a gain to the plan and she doesn’t see a 
problem for administering this approach if we chose to do so. 
 
Art Cuaron said that the DRO process can be very administratively burdensome.  If the Board wanted to adopt 
a more simplified process it might be a benefit to staff administration to handle these DROs.   
 
Catherine Langford asked the Board if they would like her to provide options to consider.  Kevin Larson 
agreed.   
 

c. Fiduciary Duty Refresher 
 
Catherine Langford presented attorney-client privilege.  An attorney may not reveal information relating to the 
representation of a client unless the client specifically authorizes the disclosure of the information.  Several 
exceptions to the attorney-client privilege exist.  Such as the fiduciary exception which provides three 
exceptions.  The first is a trustee must share legal advice received on trust administration matters with trust 
beneficiaries who request the information.  The second is a trustee is not required to pass on legal advice the 
trustee received regarding the trustee’s own protection. And the third is Arizona has adopted the fiduciary 
exception in the estate planning context.  ERISA fiduciaries are subject to the fiduciary exception on matters of 
Plan administration.  For example, a fiduciary Board was seeking investment advice and asked a legal opinion 
on if they could pursue a particular type of risky investment, that legal advice was not privileged because they 
were investing trust money.  For instance, if you get legal advice on an investment, that information is not 
privileged.  If you get sued for that fiduciary decision and receive legal advice in connection in being sued, 
there you have attorney-client privilege.  There is not a common theme but it depends on the role you’re doing 
at the time you get the legal advice and who’s benefit you’re acting in.  If you’re acting personally, you are 
probably covered by the privilege.  If you are acting on behalf of the system, as a member of the Board, you 
may not have that privilege. 
 
Catherine Langford said that her client under her contract is the City.  She is hired by the City to provide advice 
to the TSRS Board.  She said that if there was a true conflict between the City and the Board, the Board would 
need separate counsel.  The City charter does say that the City attorney’s office represents the TSRS Board.  
She was brought in as a subject matter attorney.  Her contract with the City attorney’s office is to provide 
advice to the TSRS Board and the Administrator regarding pension issues. 
 
John O’Hare said that she was brought on to use her specialized knowledge to get the TSRS plan IRS 
qualified and asked where we are now.  Catherine Langford said that we still have a relationship.  She has not 
come across a time where she thought there was conflict.  
 
John O’Hare said that the City charter says we can’t hire independent counsel.  Catherine Langford said that if 
that situation arose, she would go to the City manager and the City attorney to inform them that the Board 
needs independent counsel. 
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Kevin Larson asked why the TSRS plan couldn’t pay her for her services.  Catherine Langford said that the 
plan does pay her.  Kevin Larson asked why the City doesn’t pay her. Catherine Langford answered that who 
pays the bill is not necessarily the client but it is common in legal advice.   
 
Catherine Langford used the example that the Board has an obligation to collect from the City.  She would not 
be the attorney to represent the Board in that collection activity.   
 
John O’Hare asked if the Board is privy to the conversations that she has with the City attorney’s office.  
Catherine Langford answered in the negative.  We are not part of the conversations she has with the attorney’s 
office but the information is available to us.  She has never had a situation where she had a conversation with 
the City attorney that she was told or she decided the Board couldn’t know about.  
 
John O’Hare asked if she does work for the City that doesn’t involve Board matters.  Catherine Langford 
answered in the affirmative and said she does do some work the benefits.   
 

8) Administrative Discussions  
a. Pension Administrator Recruitment Process  

 
Pete Saxton said that there is a current Administrator recruitment draft which is on hold due to the 
reorganization plan.  We’re considering how benefits include pension and frequently the customer of the health 
insurance benefits as a customer of the pension plan as well. Having  those two activities overseen by one 
authority hopes to align that responsibility, helps to streamline the processing of any activities, and it gives the 
members more access to information on a simpler basis. Acting Chairman Coffey asked if the Pension 
Administrator will be a full time role. Pete Saxton answered that the Pension Administrator may take on more 
duties and the positions title may change. A full job description has not been drafted.   Acting Chairman Coffey 
asked if there is a system Administrator role defined in the code.  Catherine Langford answered that there is 
not.  The HR and Finance Directors duties are defined but the system Administrator’s duties are only 
discussed.  The code does not define what department they are under or who they report to and stated that 
they oversee the City’s retirement office and personnel.  Pete Saxton said that he wants to ensure that the 
system is properly overseen and is not placed at risk.  He said that as more detailed information becomes 
available he will update the Board. 
 
Kevin Larson asked for an estimate on when TSRS will have a permanent Administrator no matter what the 
title is.  Pete Saxton answered that he hopes to have the details resolved in a couple of months but does not 
have a deadline.  Acting Chairman Coffey said there was a motion passed at a previous meeting requesting 
the City to recruit the new Administrator in a timely manner.  He asked if it has been disregarded.  Pete Saxton 
answered in the negative and explained that given the complexity of the changes, he would prefer not to move 
too hastily with the recruitment.  Ana Urquijo added that it is not the recruitment that his holding up the process, 
it is the reorganization.  She added all of the proposed reorganization changes are expected by the end of 
December 2017.  The recruitment is not the issue; it is the changes to the position that need to be finalized to 
move forward.  Acting Chairman Coffey asked if the position will not be a full time Administrator.  Ana Urquijo 
answered in the affirmative as one of the scenarios.  There is opportunity to strengthen both benefits and 
pension with the restructure.       
 

b. Investment Reporting Subcommittee Discussion and Possible Action  
 
Pete Saxton suggested the formation of a subcommittee.  This subcommittee could spend more time on the 
investment activity and then report back to the Board for its consideration.  John O’Hare stated that due to the 
current Board size, there is no need for a subcommittee.  Acting Chairman Coffey asked if there was any 
interest in pursuing the suggestion.  Kevin Larson asked for a description of the subcommittee’s role.  Pete 
Saxton envisioned the subcommittee as overseeing the activities of Callan and spending the time necessary to 
understand the details of whether the fund managers are executing strategies set forth by Callan appropriately.  
Acting Chairman Coffey asked what the gain is over the current design.  Pete Saxton answered that a 
subcommittee will allow those members who have the most skill and the most knowledge to apply that to that 
kind of information and come back and educate the rest of the Board. Jorge Hernandez said that he would be 
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concerned about the time commitment.  Catherine Langford added that a subcommittee has been discussed in 
the past and she believes this in the Boards future as the system grows.  As we get larger and gain more 
assets, the Board will have to take a more active role.  The subcommittee will become the subject matter 
experts for the Board and they will interface between the managers and consultants.  Kevin Larson asked if we 
are missing the appropriate oversight.  Catherine Langford answered in the negative.  Acting Chairman Coffey 
asked if the subcommittee would be drawn from the current set of members.  Pete Saxton answered in the 
affirmative.  John O’Hare said that would mean the time commitment would double for 3 members.  Pete 
Saxton added that although it may double the time commitment for 3 members, it may also relieve some of the 
time commitment from the other members.  He agrees that it could be challenging for some members.   
 

c. Update on the Business Services Re-organization  
 
Pete Saxton updated the Board on the current course of action within the City management.  He explained that 
the City is currently working through a reorganization plan.  The reorganization plan involves changing certain 
types of roles and responsibilities. The first two roles and responsibilities are the charter identified director of 
Human Resources and Director of Finance. In the reorganized structure, there is a possibility those two titles 
may be combined and the position may be held by one individual who meets the qualifications and is 
appropriately prepared to handle both of those duties. Because it is a possibility, we need to identify how that 
would impact the makeup of the Board to ensure that the Board continues to get adequate and appropriate 
appointments and representation from City administration.  Future Board meetings will have discussions on 
how this might play out and present to the Board any proposed draft change to the Tucson City Code.  Acting 
Chairman Coffey asked if Mr. Saxton was referring to the fact that both the Finance and HR Director are 
members of this Board and in that case the City would like to have a second person on the Board.  Pete 
Saxton answered in the affirmative.  John O’Hare asked if the City Manager would appoint the second 
member.  Pete Saxton answered that it would be a reasonable course of action. 
 

d. Discussion and Possible Action Regarding TSRS Board Member Terms  
 
Art Cuaron explained that Acting Chairman Coffey’s term expires on January 2, 2018 and John O’Hare’s term 
expires in December.  The election process for Mr. O’Hare’s replacement is currently underway.  He requested 
a motion from the Board to extend Mr. Coffey’s term for no more than 60 days so a proper election can take 
place. Acting Chairman Coffey asked Jorge Hernandez to describe the process for his election.  Mr. 
Hernandez explained that the Administrator at the time also requested a motion to extend the outgoing 
members term for a proper election.  Art Cuaron added that he comfortable and confident that 60 days is 
sufficient for the election.   
 
A motion to extend Michael Coffey’s term for a period not to exceed 60 days from January 2, 2018 in 
order to conduct the proper election process.  Moved by Jorge Hernandez, 2nd by John O’Hare, and 
passed by a vote of 6-0 (Chairman Fleming absent).. 

 
9) Articles for Board Member Education / Discussion 

a. Employee Contributions to Public Pension Plans 
b. Summary of the Quarterly Survey of Public Pensions for 2017:Q2 

 
10) Call to Audience 

 
Art Cuaron and the Board presented John O’Hare with a recognition gift.  John O’Hare thanked the Board and 
said it has been a pleasure to work with everyone and that it has been a lot of fun.   
 
A motion of thanks, recognition, and appreciation made by Pete Saxton, 2nd by Ana Urquijo, and 
passed by a vote of 6-0 (Chairman Fleming absent). 
 

11) Future Agenda Items    
 
Mortality options in memo form - GRS 
Death Benefit/Beneficiary clarification and cleanup – Catherine Langford 
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Qualifying Domestic Relation Orders – Catherine Langford 
Investment Subcommittee discussion 
Pension Administrator recruitment 
TSRS Board term limits  
 

12) Adjournment  
 

Adjournment – 4:06 PM 
 
 
 
 

Approved: 
 
 
__________________________      _______                    _________________________   ________  
Robert Fleming                Date                Art Cuaron    Date 
Chairman of the Board                                  Interim Plan Administrator 
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TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 
BOARD OF TRUSTEES 

MEETING MINUTES 
 

DATE:  Thursday, November 16, 2017  
TIME:  8:30 a.m.        
PLACE: Finance Department Conference Room, 5th floor  

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 

Members Present:  Pete Saxton, Finance Director (Arrived 8:31am) 
Michael Coffey, Elected Representative/Acting Chairman 
Jorge Hernández, Elected Representative 
John O’Hare, Elected Retiree Representative 
Kevin Larson, City Manager Appointee (Arrived 8:31am) 
Ana Urquijo, HR Director 
Claire Beaubien (Arrived 8:33am - Departed 9:02am) 

  
Staff Present  Art Cuaron, Interim Pension Administrator (Arrived 8:31am) 

Jamie Leon-Guerrero, Administrative Assistant 
Karen Tenace, Finance Deputy Director (Arrived 8:31am) 

     
Guests Present Gordon Weightman, Callan Associates (Arrived 8:33am) 
 Paul Erlendson, Callan Associates (Arrived 8:33am) 

     
      Absent/Excused:   Robert Fleming, Chairman  

 
 

Acting Chairman Coffey called the meeting to order at 8:30 AM. 
 

A. Consent Agenda  
1. Retirement Ratifications for November 2017 
2. October 2017 TSRS Budget Vs Actual Expenses 

 
October 27, 2017 Board minutes will be presented in December. 
 
A motion to approve the Consent Agenda was made by Jorge Hernandez, 2nd by John 
O’Hare, and passed by a vote of 6-0 (Claire Beaubien was not present). 
 
B. Administrative Discussions 

1. Approval of 2018 TSRS Board Meeting Calendar 
 
A motion to approve the 2018 TSRS Board Meeting Calendar was made by Pete Saxton, 
2nd by Kevin Larson, and passed by a vote of 7-0. 
 

2. Discussion and Possible Action Regarding Mortality Tables and Experience Study 
 
A motion to approve the Experience Study and Option Two was made by Kevin Larson, 
2nd by Jorge Hernandez, and passed by a vote of 7-0. 
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3. Update on TSRS Election Process 
 
Art Cuaron updated the Board on the upcoming active member election process.  Jorge 
Hernandez will Chair the committee and he has recruited two volunteers to assist.  TSRS will be 
soliciting nominations and hopes to present the nominees at the December 2017 meeting.  
Election results should be presented to the Board during the January 2018 meeting.     
 
Claire Beaubien presented the TSRS Retiree member election results.  The new representative 
is James Wysocki.  He has been invited to attend the December 2017 but will begin his term in 
January 2018. 
 

4. Pension Administrator Recruitment Process 
 
Ana Urquijo updated the Board on the Pension Administrator recruitment process.  She 
distributed a draft job description and a draft of the proposed organizational chart.  She 
explained that the new administrator will oversee both pension and benefit departments.  She 
also explained that there will be an addition to the pension department with the creation of the 
Pension Manager position.  This will strengthen both departments by adding a department 
manager to both.  They are hoping to begin the recruitment in mid-December through mid-
January.  She asked the Board for feedback on the job description draft and flyer to be 
submitted to her within the next 7-10 business days. 
 
Acting Chairman Coffey asked if the Pension Administrator position will be paid out of two 
funds.  Ana Urquijo answered in the affirmative adding that the funding structure will not be 
combined, it will be split. 
 
Acting Chairman Coffey asked if the Pension Administrator brochure they received a few 
months ago will be updated to reflect the Benefits duties.  Ana Urquijo answered in the 
affirmative. 
 
Jorge Hernandez asked if an outside agency conducting the search.  Ana Urquijo answered in 
the negative.  The City of Tucson HR will be conducting the search internally.   
 
Kevin Larson asked how many employees will be in the TSRS department based on the drafted 
reorganizational chart.  Ana Urquijo answered four.  Kevin Larson asked how many does TSRS 
have now.  Ana Urquijo answered that the organization chart adds the new Pension Manager 
position.  Kevin Larson asked who the point of contact would be for the Board.  Ana Urquijo 
answered the Administrator. 
 
John O’Hare asked how much the City of Tucson planning on paying the new administrator.  
Ana Urquijo answered that the pay grade 818 begins at the low $60,000 and caps at $110,000.  
She added that the pay will depend based on the candidate pool. 
 
Acting Chairman Coffey asked if the Pension Administrator’s job description changed.  Ana 
Urquijo answered in the negative. 
 
John O’Hare asked if the City could offer a higher pay for the new administrator.  Ana Urquijo 
said that she would conduct a benchmark against the market before the recruitment begins.  If it 
is considerably different, we could make change recommendations through City Administration.  
 



Page 3 of 7 

 

John O’Hare said it would be advantageous to hire an expert Pension Administrator to handle 
the TSRS funds 100%.  Ana Urquijo said that the City is recommending the consolidation of 
Pension and Benefits and that it is her understanding it was this way in the past.  John O’Hare 
said that it would be best for the fund if the Administrator was working on the fund only instead 
of being split between the two.  Ana Urquijo said that with the consolidation we gain two 
professional level positions that can focus on the investment functions.   
 
Kevin Larson asked if the Board was going to be active in the selection process.  Ana Urquijo 
answered in the affirmative.  Acting Chairman Coffey said that Chairman Fleming and Kevin 
Larson were on the selection committee in the past.  Jorge Hernandez said that the final three 
candidates were invited to a meet and greet as well during the last recruitment.  Ana Urquijo 
said that they can certainly provide both the presence of TSRS Board members on the selection 
committee and the meet and greet during this selection process. 
 
John O’Hare asked how much the consolidation will save the general fund.  Ana Urquijo did not 
have a number at the time but said that the consolidation was focused on finding and seeking 
efficiencies in the business services area.    
 
C. Investment Activity Report 

1. Quarterly review of TSRS Investment Manager Performance for September 30, 2017 
 
Gordon Weightman began his presentation saying that Art Cuaron has been doing a great job.  
He added that he has had a lot of communications with our investment managers and things are 
running smoothly. 
 
Gordon Weightman presented the 3rd Quarter Market Update.  He touched on 3 points; GDP, 
inflation, and unemployment.  The GDP was revised upwards to 2.3%, exceeding expectations 
and the best in two years. In China, annual growth exceeded expectations with a 6.9% annual 
growth pace in the first quarter.  Inflation continues to fall short of expectations. Headline CPI 
rose 2.2% during the quarter, driven by a rebound in energy following a trough in 02. However, 
core CPI (ex-food and energy) rose just 1.7% in the quarter.  In the U.S., unemployment held 
steady at 4.4%, close to the 15- year low of 4.3% set in August. Labor conditions remain tight. 
Eurozone unemployment dropped to 9.1 %, the lowest since 2009. 
 
Acting Chairman Coffey asked about the protections regarding potential tax changes.  Gordon 
Weightman said that the corporate tax rate of 20% is on the docket and foresees better 
earnings for corporations.  Some tax expectations are built in the stock prices and this is 
helping.  He added that the spreads of credit within bonds has tightened up which will help the 
balance sheets of corporations as well. 
 
Jorge Hernandez asked about the upcoming foreign elections and how that may affect the 
markets.  Gordon Weightman answered that he was uncertain.  He discussed the elections in 
Europe and said that there was some short term volatility around those events.  But ultimately, 
foreign elections don’t seem to be influential on the markets.  Paul Erlendson added that he 
agreed with Mr. Weightman and hasn’t seen any changes due to foreign elections. 
 
Acting Chairman Coffey asked why the inflation rate has been so low and for so long.  Gordon 
Weightman answered that housing, low oil prices, and no increases to wages has kept inflation 
so low.   He said that it is still really hard to get a mortgage loan so they haven’t seen the pickup 
in housing to affect inflation.  Inflation has been in check partially because of very low oil prices 
too.  However, they’ve seen global oil prices rise and they are starting to rebound. 



Page 4 of 7 

 

Gordon Weightman presented asset class performance on page 2.  U.S. is up 13.9%, 
international is up 20%, and emerging markets is up 28%.  It has been a very strong run for 
equities in general especially internationally.  We’ve seen three straight quarters where 
international has beat U.S. and emerging markets has beat developed.  This has benefited the 
TSRS plan as we have investments in both markets. 
 
Gordon Weightman presented U.S. Equity Market on page 3.  Growth outperformed Value 
across the market cap spectrum due largely to strong results from Tech (+8%). Bolstered by 
biotech (+ 15%) and small banks, Small Cap outperformed Large Cap.  The current trend is that 
value beats growth over time.  However, growth has beat value for a long time and the 
magnitude of that outperformance is very large when you look at it historically.  This speaks to 
having a balanced portfolio between value and growth.  If we stay style neutral between these 
value and growth stocks, we are benefiting on the growth side and our value managers will be 
trailing on the broad index.  The pairing of these two is what we are looking for to help minimize 
some of the volatility. 
 
Gordon Weightman presented the Non-U.S. Equity Market on page 8.  News out of Europe has 
been improving.  The market is expecting the interest rate increase in the next 12 months. A 
weaker dollar has been helpful for us as an investor in these international markets.  And our 
Small Cap return is about 21.8% and Emerging Markets have certainly brought back earnings 
as well. 
 
Gordon Weightman presented Global Equity Valuations on page 10.  After continued strength in 
U.S. stocks the last several years, valuations have increased relative to other regions of the 
world.  In the U.S., the S&P 500, Russell 2000, Russell 1000 growth, and Russell 1000 Value 
are all near the top. There are pockets and stocks that are still more attractive than what the 
averages are indicating, but overall the message is these are expensive markets. This is true 
internationally as well. The majority of our portfolio is in equities and fixed income and we have 
benefited from this.  However, when we see indicators that are very expensive, we should 
damper our expectations going forward.   
 
John O’hare asked if Callan is advising us to stay the course.  Gordon Weightman answered in 
the affirmative.   
 
Gordon Weightman presented page 13 that provides information on when to expect the next 
recession.  While the current recovery is one of the longest in history, it is also the very slowest. 
The slow burn in the current expansion may enable it to continue, at the risk of building up asset 
price bubbles even further.  The yield curve is the most often cited recessionary indicator and is 
far from inverted.  An inverted yield curve does not cause a recession, but is often symptomatic 
of one. 
 
Paul Erlendson presented Actual vs Target Asset Allocation on page 20.  Looking at the actual 
asset allocation vs the target asset allocation, we are within 2% of each one of the asset 
classes.  This suggests that we are being very well managed in terms of cash flow management 
to keep the fund in alignment with our risk tolerance.  If we look at the TSRS fund compared to 
other public funds, we are about average.  We are average in domestic equity and fixed income.  
However, we are at the top in international and real estate equity.  He said that this table alone 
tells him that we are going to have great relative returns without even looking at the numbers. 
 
Paul Erlendson presented the Total Fund on page 35.  He said that we are off the charts in 
performance with Non-U.S. funds.  He explained that because we have larger exposure to the 



Page 5 of 7 

 

powerful asset classes, we have higher returns than the average public fund.  He added that if 
developed markets and emerging markets start to underperform domestic, because we are 
overweight, he would expect that we would lag the average public fund.  We have done better 
than benchmark and have done better than most pension funds.  Gordon Weightman added 
that looking at the track record, we have met the return objective of the program. 
 
Paul Erlendson presented cumulative performance relative to target on page 33.  Over the last 
decade, relative results to our target have been getting better and it's above our benchmark.  
Because we have long liabilities, the trend is our friend and that trend is improving.  We are 
currently benefitting from our policy because of our longer time horizon which should be 
sustainable.   
 
Paul Erlendson presented our international equity on page 52.  Over the last 10 years, 
international equity has ranked at the seventy-first percentile and over the more recent periods, 
the last year particularly, we’ve been doing better.  More importantly, we could have used an 
index fund but we have decided to use active managers to do something different than the 
benchmark.  We have been compensated for this in the past with the exception of a three year 
period.  This is mainly because of Aberdeen’s underperformance. Most of our domestic small 
and mid cap managers have had a tough quarter but in the long term they have been beating 
their benchmark.  However, Aberdeen continues to have trouble.  The average trend in 
developed and emerging markets is an upward sloping line and the average manager has been 
able to consistently do better.  Looking at Aberdeen versus their benchmark, the trend is a 
downward slop and it doesn’t seem to be getting any uptick.  It seems they are continuing to 
underperformance.  Although there isn’t any urgency to act, if there was going to be anything 
done, Aberdeen would be the manager we focus on. 
 
Art Cuaron asked for clarification as the tone of current discussion is different from the tone in 
past meetings as it pertains to Aberdeen.  Paul Erlendson explained that they believe in the 
philosophy Aberdeen applies.  However, we are deploying risk capital that we want to be 
compensated for and the trend Aberdeen is on isn’t going in that direction.  Gordon Weightman 
added that Aberdeen has a long term track record that is strong.  Their philosophy processes 
and people have all stayed consistent.  They have had an organizational change with the 
Standard Life and Aberdeen merger but they don’t believe that has affected the way they are 
managing our portfolio.  So the conundrum is they are employing the same strategy that has 
worked historically that is not working in this period.  They are a high quality manager but it 
seems they are going through a very tough performance cycle.  Paul Erlendson said that 
fundamentally, they believe in this manager because their long term numbers are above 
average.  However, we want to hopefully see improvement over the next year or so. Gordon 
Weightman said that Aberdeen is high quality and defensive and we would expect them to 
outperform in a down market. However we are being rewarded to be in high growth technology 
stocks which Aberdeen is absent. 
 
Kevin Larson asked if Callan will advise the Board when they believe it’s time to sell.  Gordon 
Weightmen answered in the affirmative.  Paul Erlendson added that as for Aberdeen, they are 
suggesting we stick with them now because of the low turnover.  But they are also suggesting 
we not blindly wait forever to see their performance improve.   
 
Kevin Larson asked if other Callan clients have sold Aberdeen.  Gordon Weightman answered 
that clients are sticking with them.  Paul Erlendson said that Aberdeen has just gone through an 
acquisition and said that people don’t buy losing businesses.  They have a lot of respect for 
Standard Life since they are also long term. Aberdeen is doing exactly what we hired them to do 
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even with their underperformance.  He informed the Board that although they underperformed 
last year, they still made us 17%.  In absolute terms, we are not losing anything. 
 
Kevin Larson asked what has to change to move Callan to a stronger negative position.  Paul 
Erlendson answered that the Board will need to decide if we want a manager with their 
approach.   If the answer is yes, Callan will back off the urgency to do something with Aberdeen.  
If the Board decides that our risk tolerance is no longer as great as Aberdeen represents, Callan 
can offer alternatives. 
 
Art Cuaron asked if there is anything the Board could offer as an incentive for Aberdeen to 
perform better.  Paul Erlendson and Gordon Weightman answered in the negative.   
 
Jorge Hernandez asked if there could be discussion on their fees.  Gordon Weightman 
answered that Aberdeen just dropped their fees.  
 
Gordon Weightman discussed the recommendation Callan presented to the Board a year ago to 
stick with Aberdeen.  At that time, the Board doubled Aberdeen’s allocation at their suggestion.  
If their research team presented information that changed their view, they would share that with 
the Board.  Paul Erlendson said that Aberdeen is serving a specific purpose which is to be a 
complement to Causeway.  And in combination with Causeway, they are still doing better than 
benchmark. 
 
John O’Hare asked for a summary of the pro’s and con’s of sticking with Aberdeen.  Gordon 
Weightman said they will provide one.  
 
Kevin Larson asked if we have a formal watch list.  Art Cuaron answered in the negative and 
said that he does get correspondence from reporters if a watch list exists.  Paul Erlendson said 
that in his experience, watch lists create unintended consequences and noted that all our 
meeting minutes are essentially watch lists.  
 
Gordon Weightman said that they have a great support team and offered that someone from 
their international equity research group who has been following Aberdeen could speak to us at 
the Boards request.  
 
Paul Erlendson ended their presentation saying that our plan is working really well and it’s due 
to our patience.     

 
D. Articles for Board Member Education / Discussion 

1. The Legalities of Pension Reform 
2. What to know about public pensions & interest rate assumptions 
3. NEPC Suggests Ways Pensions Can Boost Returns 
 

E. Call to Audience 
 
John O’Hare recommended attendance of January 8-10, 2018 Opal Group Public Funds 
Summit in Scottsdale, AZ. 

 
F. Future Agenda Items    

1. Survivor and Beneficiary Discussion 
2. Qualified Domestic Relation Order Discussion 
3. Discussion Regarding Investment Sub-Committee 



Page 7 of 7 

 

4. Discussion on TSRS Board Member Term Limits 
5. Pension Administrator Recruitment Process 
6. Approval of October 27, 2017 TSRS Board Meeting Minutes 
7. Review of 2018 TSRS Board Meeting Calendar dates 
8. Executive Session 

 
G. Adjournment  
 
 
Meeting Adjourned at 10:29 AM. 
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THE COMMUNITY & CITY 

Nicknamed the Old Pueblo, Tucson is Arizona’s second 
largest and oldest city blending Indian, Spanish, Mexican 
and Anglo heritages. The Sonoran Desert surrounds the city 
with majestic mountain ranges and lush desert valleys. 
Nearly one million Tucsonans enjoy as many as 350 days 
of sunshine each year and average temperatures of 83 
degrees. No matter what you love to do outdoors, with 
twenty-seven thousand acres of park land, there are many 
beautiful places to hike, climb, bike, ride and camp. The 
southern Arizona region is ranked as one of the five best 
areas in the United States for bird watching. Golfing is 
available year-round with over forty public and private golf 
courses. The mild winters are enjoyable, but if you are 
missing a little of that northern winter chill you c a n  
experience the snow covered slopes on Mt. Lemmon only an 
hour away. 

 

The City operates under a Council-Manager form of 
government and provides the following services to the 
community: General Government, Police, Fire, 
Environmental Services, Transportation, Golf, Parks and 
Recreation and Water. The City’s budget is developed 
annually under the direction of the City Manager, using 
Mayor and Council budget policies. The Fiscal Year 2018 
combined total budget for all funds is $1.430 billion. 

Pension & Benefits Division 

The City of Tucson’s Pension & Benefits division oversees the 
administration of the City’s retirement benefits which include a 
defined benefit plan, 457 deferred compensation plan, a 401a 
defined contribution program; and the City’s health related 
benefits, which include City employee and retiree insurance 
benefits, each managed by a Pension Manager and Benefits 
Manager, respectively. The Pension and Benefits Administrator 
reports to the Deputy Director of Human Resources.   

The Tucson Supplemental Retirement System (TSRS) is a 
single-employer defined benefit plan serving approximately 
5,500 members. The plan was established by the City of 
Tucson charter to provide civilian employees with a supplement 
to the retirement and disability benefits of the social security 
system. All TSRS assets are held in a trust, which consists of 
over $700 million in investments. The trust is governed by a 
seven member board comprised of a chairman who is appointed 
by the Mayor and Council, the City’s directors of human 
resources and finance, two elected employee representatives, an 
elected retiree representative and one member appointed by 
the City Manager. Benefit provisions are recommended by the 
Board of Trustees and must be approved by Mayor and 
Council. 
The TSRS supports the mission to provide strong fiscal 
stewardship through the delivery of high quality financial services 
that support the City. The Pension Administrator provides 
administrative oversight of the retirement plan, customer service 
and retirement consultation to retirees, as well as accounting and 
reporting as required. The Pension and Benefits Administrator 
works closely with the Board of Trustees to ensure a high 
level of customer service to plan members, long-term 
sustainability of the defined benefit plan as well as employee 
outreach and education on retirement planning tools, including 
the 457 and 401a defined contribution options. 
 
The insurance benefit programs contain medical, dental, vision, 
Employee Assistance Program (EAP), flexible spending accounts, life 
insurance, long term disability and other voluntary benefits.  
Currently, medical insurance is on a minimum premium funding 
structure. The Pension and Benefits Administrator will work closely 
with the employee benefits committee, consultants and plan 
providers to determine the feasibility of transitioning medical benefits 
to a self-insured structure as well as develop a transition plan and 
timeline.

Pension & Benefits Administrator 
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PENSION AND BENEFITS ADMINISTRATOR 

 

The City of Tucson is currently seeking a highly motivated qualified 
individual to fill the Pension and Benefits Administrator position.  
This position administers the delivery of human resource 
management services to departments and employees. Directs staff 
in the areas of pension and benefits offered to active employees and 
retirement for civilians. Develops partnerships with management, 
departments and employees. 

 
Performs the following functions with regular use of independent 
judgment: 

 Organizes and directs daily operations of a division by 
performing administrative duties, overseeing programs and 
projects.  

 Formulates and implements division strategic plans and 
work activities to coordinate and synchronize with 
department directions and goals. Implements and evaluates 
department policies, projects and programs.  

 Oversees the planning, implementation, direction and 
management of all functions and resources of the division 
to achieve the strategic objectives of the department and 
the City in an efficient and effective manner. 

 Develops and administers the division budget with staff 
assistance.  

 Analyzes organizational and community needs, analyzes 
trends, reviews statistics and opportunities, and 
communicate information to department leadership of 
impending developments, and accomplishment of actions.  

 Develops strategic partnerships and contacts with 
community representatives, external agencies, and other 
organizations to develop a sense of relevant issues facing 
our community and to respond as a representative of the 
City. 

 Champions the values of the organization through 
accountabilities. 

 Facilitates solutions to problems facing the department. 

 Maintains professional knowledge through such means as 
attending seminars, reviewing professional publications and 
participating in professional organizations. 

 Composes and revises human resources policies for 
department and City-wide employee impact. 

 Lead and coordinate all staff support to the Board of 
Trustees for the defined benefit plan (TSRS) and deferred 
compensation plan (457). 

 Oversee the process for establishing annual TSRS 
contribution rates for both employer and employee. 

 

 Manage the TSRS plan’s funding policy for long-term 
sustainability. 

 Participates in cash management and projection activities. 

 Act as primary liaison to investment consultants, fund 
managers, actuary, auditors and legal counsel. 

 Coordinate the assembly of the TSRS Comprehensive 
Annual Financial Report. 

 Manage daily retirement office operations including payroll 
administration for approximately 3,000 beneficiaries and 
support for approximately 2,500 active employees. 

 Supervise retirement and benefits staff and maximize 
employee productivity and morale through hiring, evaluating 
employee performance, training, managing work flows and 
setting priorities. 

 Ensure that a high level of customer service is provided to 
plan members who interact with the office by phone, walk-in 
and by appointment. 

 Assist plan members with retirement planning and 
counseling. 

 Ensure business continuity in day-to-day operations by 
documenting standard operating procedures. 

 Ensure that operations conform to local, state, and federal 
governmental regulations and other applicable rules and 
requirements. 

 Plan, implement, communicate and oversee the 
administration of all employee and retiree benefits 
programs. 

 Manages the development, design, implementation, 
communication and the legal compliance of all benefit 
programs. 

 Oversees the upgrades and/or new acquisitions of Human 
Resources and Benefit related programs. 

 Ensure compliance of all plans and programs with 
governmental regulatory agencies. 

 Develop, recommend, and manage annual benefit budgets. 

 Oversee and build relationships with third-party benefit 
providers, auditors, brokers, and administrators. 

 Design and develop benefit programs and policies aligned 
with organizational objectives and goals. 

 

  

 
CITY OF TUCSON, ARIZONA 
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QUALIFICATIONS 

The ideal candidate will possess a strong working knowledge 
of retirement, benefit administration, pension, accounting 
principles, investments and actuarial best practices.  In 
addition, candidates for this position should demonstrate the 
ability to effectively manage administrative, para-professional 
and professional staff, be committed to developing positive 
working relationships, demonstrate strong communication skills 
(oral and written), and lead by example through a strong and 
supportive work ethic. 

 

Required: 

 Bachelor’s degree in business administration, human 
resources, finance, accounting, actuarial science or 
related field 

 Five years or more of full-time experience in 
pension,  b e n e f i t s  administration, finance, 
accounting or related field 

 *Four years or more of supervisory experience 
*Supervisory experience is defined as supervising at least 
one permanent full-time employee and does not include 
supervising part-time employees, non-perms, contractors, 
interns, etc. 

 Valid driver’s license 
 

Highly Desirable: 

 Professional certification (CPA, CFA, CFP, CBP) or 
master’s degree in related field 

 Seven years or more of progressively responsible 
experience in the management of defined benefit and 
contribution plans 

 Three years or more of progressively responsible 
experience in retirement benefit administration in a 
municipal setting 

 
 

 

 

 

 

 

 
 
 
 
COMPENSATION & BENEFITS 

The salary range is $65,041.60 - $110,385.60 and is 
dependent upon the qualifications and experience of 
the successful candidate. The City of Tucson offers 
employees an excellent fringe benefit package, 
including a defined pension plan, a voluntary deferred 
compensation 457 plan and 401(a) plan, health, dental 
and life insurance, sick leave and in addition a new 
vacation accrual as listed below. 

 

Years of Service- Annual Accrual Rate 
 

0-1 year- 13 days (104 hours) 
Over 1 to 2 years - 14 days 5 hours (117 hours) 
Over 2 to 6 years- 16 days 2 hours (130 hours) 
Over 6 to 9 years- 19 days 4 hours (156 hours) 
Over 9 to 14 years-21 days 1 hour (169 hours) 
Over 14 to 17 years -22 days 6 hours (182 hours) 
Over 17 to 20 years- 24 days (192 hours) 
Over 20 years +- 26 days (208 hours) 
 
The City also offers Parental Leave of six weeks of paid leave for 
both of an employee’s child, or for adoption of a child that is 5 
years old or younger. 

 

For additional information on our benefits, please visit our 
website at:  https://www.tucsonaz.gov/hr/employee-
benefit-snapshot. 

 

 

 

 

 

 

What Makes a Place Great? 

Learn more about our beautiful community by 
watching the Tucson Regional Economic 
Opportunities video: 

www.youtube.com/watch?v=zRkVIPdatPI 

http://www.youtube.com/watch?v=zRkVIPdatPI
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APPLICATION AND SELECTION PROCESS 
 

 
To be considered for this excellent career opportunity, you must apply on-line at 
ht tps: / / jobaps.com/tucson/ .  Any questions please e-mail the following contact below: 

 

 

 

                                                     City of Tucson Human Resources  

                                    E-mail:  Pilar.Jauregui@tucsonaz.gov 

                                                             Pension & Benefits Administrator 
 
 

The City of Tucson is an equal opportunity employer that is both child and family friendly, as well as a 
drug and alcohol free workplace. Diverse candidates are strongly encouraged to apply. 

 
CITY OF TUCSON, ARIZONA 

https://jobaps.com/tucson/


TSRS Term Limits for Elected Trustees – Some 

Considerations 

 

Currently The TSRS Board is composed of seven trustees. Three of these 

beneficiary elected terms trustees are subject to a term limit of two consecutive 

three year terms.   

The term limit for the active beneficiary comes from a past day when pension 

management was less complex. Then there were only one or two asset class. The 

main one class being fixed income. Now there are over ten asset classes, with sub 

classes.  

It was explained, the term limits would give other beneficiaries the opportunity to 

serve. It seems at the time, these positions were more honorary than working.  Now 

it takes much more skill and experience to be an effective trustee. I think many 

tend to under estimate the complexity and nuances of modern pension fund 

management. Once gained over a number of years, it is a shame to lose the 

expertise due to an arbitrary limit. 

There seems to be a lack of interest in running for elected trustee positions. Maybe 

this is due to time commitments of the position. 

My sense from interacting with trustees from other public funds, other better 

governed funds have no term limits. I have performed no rigorous studies.  The 

coming OPAL Public Funds Summit will provide an opportunity to get more data. 

In elective offices, there is always the argument against term limits. The electorate 

always has the opportunity to remove an elected trustee by a vote. The culture in 

the City of Tucson, is against term limits as demonstrated in Mayor and Council 

elections. 

Also for consideration: Now there are more retired members than active members, 

it might be time to balance representation between these two groups.  A solution 

without increasing the size of the board, is to alternate terms with one of the active 

member trustee seats.  

Robust discussion about best practices will yield the best results. 

Using best practices will yield higher, risk adjusted returns.        JEO  Dec 17, 17 



 42 Government Finance Review | August 2017

BEST PRACTICES

The California Public 

Employees’ Retirement 

System developed a 

funding risk-mitigation 

policy that will lower the 

discount rate in years of 

good investment returns 

and provide greater 

predictability and less 

volatility in contribution 

rates for employers.

The California Public Employees’ 

Retirement System won one of GFOA’s 

Awards for Excellence in Government 

Finance Award in 2016 for its Path 

to Sound and Sustainable Pension  

Funding initiative.

It’s safe to say that over the past 10 

years the financial markets have 

brought volatility and uncertainty 

to the economy. With economists and 

financial experts projecting that the 

economy will head into a cycle of lower 

returns over the next five to 10 years, the 

need to examine pension funding is 

greater than ever before.

Added risks also point to the chang-

ing demographics of pension funds and 

the looming reality that baby boomers 

are retiring at a rate of 10,000 a day, 

according to a 2012 Social Security 

report. Governance and regulatory 

challenges further increase the level 

of complexity. Defined benefit pen-

sion plans are a significant financial 

commitment and risk, both now and in 

the future, so plan sponsors must take 

action to mitigate pension funding risk. 

Risk mitigation is of great importance 

for the California Public Employees’ 

Retirement System (CalPERS), which 

is the largest public pension fund in 

the United States, with $300 billion in 

assets. The system developed a funding 

risk-mitigation policy that will lower the 

discount rate (a factor that attempts to 

account for the present value of future 

payments) in years of good investment 

returns and provides greater predict-

ability and less volatility in contribution 

rates for employers. 

A PERIOD OF CHANGE

The financial crisis of 2008 had a 

devastating effect on the funding status 

and market value of many pension 

funds, affecting the ability of state and 

local government employers to meet 

their financial obligations. CalPERS was 

no exception. Before 2008, CalPERS’ 

pension plan was fully funded at 101 

percent of the assets, meaning that after 

investment returns, there were suffi-

cient assets to make all the anticipated 

payments to the plan’s retirees and ben-

eficiaries. Following the financial crisis, 

the CalPERS Board of Administration 

identified the need for risk-mitigation 

strategies that would support gains 

at the pension-funding level and to 

minimize the effects of factors that 

contribute to significant fluctuations in 

pension-funding ratios.

Another variable to consider is that 

life expectancy continues to increase. 

Projections by the U.S. Census Bureau 

place the number of Americans aged 

65 and older at 88.5 million by 2050, 

more than double the projection that 

was made in 2010. Baby boomers, who 

began crossing into this category in 

CalPERS  
A Plan for Reigning in Risk 
By Cheryl Eason 
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2011, are largely responsible for this 

increase. Additionally, as more baby 

boomers retire and the workforce 

matures, there are fewer active workers 

supporting each retiree.

This “maturing” of the fund — a trend 

most other pension funds also face — 

means that a decade ago the ratio of 

active employees to retirees was more 

than 2 to 1; today, it’s 1.3 to 1.This trend 

is expected to continue for decades, 

when the ratio of active employees to 

retirees is expected to be less than one.

In 2016, CalPERS paid $20.5 billion in 

pension benefits and took in just $14.8 

billion in contributions. This negative 

cash flow environment requires the 

system to depend less on contributions 

and even more on investment earnings 

to pay retirement benefits. According 

to the National Association of State 

Retirement Administrators’ December 

2016 Public Fund Survey, other mature 

public pension funds are experiencing 

negative cash flow — approximately 3 

percent of assets. That means an aver-

age fund needs to produce an annual 

return of 3 percent to maintain a sta-

ble asset value. Clearly, it’s extremely 

important for pension funds to mini-

mize costs and risks in the portfolio 

and pursue strategies that can generate 

returns to pay member benefits.

A FUNDING RISK-MITIGATION 

POLICY

CalPERS’ funding risk-mitigation 

policy is designed to lower the dis-

count rate in years of good investment 

returns, lower investment volatility over 

time, and provide greater predictability 

and less volatility in contribution rates 

for employers. (See Exhibit 1.)

CalPERS adopted this new policy 

in late 2015 to reduce investment 

risk by changing the asset allocation 

when investments significantly outper-

form the existing discount rate by at 

least 4 percentage points. In February 

2017, CalPERS revised this policy and 

changed the trigger from 4 percent-

age points to 2 percentage points. The 

concept is similar to what a financial 

planner might tell an individual near-

ing retirement: “Protect the assets you 

have and don’t overexpose yourself to 

greater risk.”

Based on an integrated asset/liabili-

ty-management framework (a strategy 

to address the risk caused by a mis-

match between assets and liabilities), 

the policy aims to reduce risk and 

volatility in the pension system and 

lessen the effects of any future finan-

cial crisis. (See Exhibit 2.) The policy 

also includes periodic reviews to assess 

the progress being made toward risk 

mitigation and incorporate an annual 

review by the CalPERS board.

A BALANCED APPROACH 

Before developing risk-mitigation pol-

icy, CalPERS completed an 18-month 

examination of risk in the pension fund. 

Multiple options were considered, and 

the actuaries analyzed and organized 

more than 5,000 investment return sce-

narios with 50-year projections. The 

investment staff provided expertise in 

the areas of asset allocation and invest-

ment return statistics.

Exhibit 1: Funding Risk-Mitigation Event Thresholds and Impacts 

Excess Investment Return Reduction in Discount Rate  Reduction in Expected Investment Return

If the actual investment returns Then the discount rate And the expected investment 
exceed the discount rate by: will be reduced by: return will be reduced by:

  2 percentage points 0.05 percent 0.05 percent

  7 percentage points 0.10 percent 0.10 percent

10 percentage points 0.15 percent 0.15 percent

13 percentage points 0.20 percent 0.20 percent

17 percentage points 0.25 percent 0.25 percent

Before developing  
risk-mitigation policy, 

CalPERS completed an 
18-month examination  

of risk in the  
pension fund. 
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CalPERS estimates that employer 

contribution rates will be approximate-

ly half of what they would have been 

with no risk mitigation, since CalPERS 

uses approximately half of its surplus 

for rate relief and half to lower the dis-

count rate. 

BENEFITS BEHIND THE POLICY 

The policy presented multiple ben-

efits to CalPERS, its members, and its 

employer partners, including:

n  Reduced discount rate over time to 

reduce investment risk.

n  Reduced impact of any future  

financial downturn.

n  Greater predictability of employer 

contribution rates.

n  Better advance planning to allow 

changes in employer budgets. 

n  Increased sustainability of the  

pension fund.

n  Simple administration that allows 

CalPERS to revisit the policy as 

needed.

Other important characteristics 

include public transparency, proactive 

management of short- and long-term 

risk, and opportunities for stakeholder 

engagement and feedback.

The policy aligned with CalPERS’ 

existing asset liability-management 

framework. Asset liability management, 

a vital component of CalPERS’ mis-

sion, is made up of four elements:  

governance, risk assessment, stake-

holder engagement, and risk strategy 

and monitoring. This fourth element 

defined the development of the policy. 

Asset liability management is intended 

to make it possible to assess the risk, 

capital markets, and actuarial assump-

tions (economic and demographic 

assumptions that influence liabilities 

and include the review of the dis-

count rate) to ensure that the fund 

is prepared to deal with risks in the 

most cost-effective way. Asset liability 

management also ensures that assets 

are used as efficiently as possible to 

achieve the goal of a fully funded 

plan with an acceptable level of risk.  

(See Exhibit 3.)

OPEN AND TRANSPARENT 

ENGAGEMENT

The stakeholder engagement ele-

ment was essential in building a 

strong working relationship, facilitat-

ing partnerships, and taking the time 

to explain the proposed strategies 

ahead of the decision-making pro-

cess. The challenge pension funds and 

their trustees face in understand these 

changes in risk management cannot 

be underestimated, but conducting 

proactive meetings with stakeholders 

created numerous opportunities to 

understand stakeholders’ views of the  

proposed strategies.

Employers and member groups 

made substantial investments in stake-

holder engagement, which provided 

CalPERS with invaluable opportuni-

ties to provide education, hear con-

cerns, and receive feedback. This 

engagement led to modifications to 

the policy, making it more holistic  

and comprehensive.

LESSONS LEARNED

Three key items stood out after the 

18-month process of implementing  

the policy.

Exhibit 2: Asset Liability-Management Framework

Risk Policy  
and Monitoring

Risk  
Assessment

Governance

Stakeholder 
Engagement

Asset Liability 
Management

CalPERS estimates that 
employer contribution  

rates will be approximately 
half of what they  

would have been with  
no risk mitigation.
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The Message. While CalPERS had 

several models and statistics supporting 

its analysis, the message really needed 

to be about risk, and why CalPERS 

needed to reduce risk to the pension 

fund. Many stakeholders found the idea 

of risk reduction to be very complex, so 

CalPERS kept the message simple by get-

ting to the point. The key message was, 

“Our goal is to get to 100 percent funding 

with an acceptable level of risk.”

Stakeholder Engagement. It was 

important to be transparent, open, and 

ready to learn from others, and to hold 

discussions early and often throughout 

the process. Continual engagement and 

communication between CalPERS and 

stakeholders was key to creating a suc-

cessful policy. The process was flexible 

enough to incorporate feedback from 

stakeholders to make changes along 

the way. 

Shared Responsibility. As CalPERS’ 

“Investment Beliefs” document states, 

“Pension benefits are deferred com-

pensation, and the responsibility for 

appropriate funding should be shared 

between the employers and the employ-

ees.” Reducing risk means decreasing 

investment volatility and decreasing 

expected investment earnings. Lower 

investment earnings result in higher 

costs over time for both employers 

and employees. Over the long term, 

however, these costs are expected to 

level out for employers, and CalPERS’ 

fiduciary responsibility policy mitigates 

the employers’ risk. 

FOCUSING ON THE PATH 

FORWARD 

The policy is just one of many steps 

that CalPERS has taken to address fund-

ing risk in the pension fund (e.g., adopt-

ing new actuarial policies that use 

smoothing and amortization to reduce 

rate volatility and the recognition of 

longevity risk in actuarial assumptions). 

Exhibit 3: How Asset/Liability Management Works

Sustainable Funding

  n Fiduciary duty 
  n Constitutional authority 
  n Statutory requirements 
n Professional standards

Asset Allocation

(Risk Assumptions and Capital 
Market Assumptions)

Currently reviewed every three years  
per board policy

Actuarial Assumptions

(Economic and Demographic 
Assumptions, and Review  
of Current Discount Rate)

Currently reviewed every four years  
per board policy

$
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These steps are part of the asset liabil-

ity-management cycle, which takes a 

holistic, integrated view of CalPERS’ 

assets and liabilities every four years. 

CalPERS’ actuarial, investment, and 

financial professionals work as a team 

to tackle these issues.

CalPERS also undertook and imple-

mented a new treasury management 

program that identifies and mitigates 

risks early, avoids future liquidity prob-

lems, and strengthens internal controls 

that facilitate better decision making. 

The pension fund also provides an 

annual report to the board that reviews 

the pension funding levels.

Another step forward is CalPERS’ 

efforts to reduce its number of external 

investment managers. CalPERS had 300 

outside managers approximately three 

years ago, and 200 in 2015. CalPERS 

now has approximately 150 external 

investment managers, and the pension 

fund is on course to cut that number 

to approximately 100 by 2020. That is 

a good example of trying to reduce 

complexity while reducing costs  

and risk.

All these measures help ensure 

CalPERS’ overall goal, which is to fully 

fund the system by reducing risks and 

lessening the impact of any future 

financial crisis. Or, to quote CalPERS’ 

“Investment Beliefs” document: “Sound 

understanding and deployment of 

enterprise-wide risk management is 

essential to the ongoing success of a 

retirement system.” 

CONCLUSIONS

While each pension system may 

vary in resources, constraints, strate-

gic goals, and definitions of success, 

they all share the common objective 

of securing the benefits promised to 

members and their beneficiaries, and 

achieving a lower-risk future for the 

plan sponsor. By proactively managing 

pension risks, plans can fund their pen-

sion obligations with greater certainty 

and minimize the volatility risk around 

plan contributions. Plans should also 

review all risk-mitigation options before 

settling on one, recognize the needs 

and constraints, and consider them in 

the decision-making process. A com-

mitment to ongoing dialogue and out-

reach with stakeholders and employers 

will also help a risk-mitigation policy 

succeed. The mere process of identify-

ing risks better prepares pension plans 

to deal with risks in the most cost-effec-

tive way, ensuring sustainability over 

the long term. y

ChERyl EASON is the former chief finan-

cial officer (CFO) for CalPERS. She joined 

CalPERS in November 2012 as its first 

CFO and provided executive leadership for 

enterprise functions of budgeting, account-

ing, treasury management, risk, compli-

ance, pension contract management, and 

prefunding programs. Eason was respon-

sible for CalPERS’ Supplemental Income 

Programs, the California Employers’ Retiree 

Benefit Trust Fund, and coordinating the 

Asset Liability Management program. She 

also provided counsel to the CalPERS Board 

of Administration.

Note: In February 2017, CalPERS 

revised the Funding Risk Mitigation 

Policy and suspended policy implemen-

tation until fiscal year 2020-21. This was 

due to the fund lowering its discount rate 

in December 2016 (from 7.5 to 7 percent 

over three years).

These steps are part  
of the asset liability-

management cycle, which 
takes a holistic, integrated 
view of CalPERS’ assets  

and liabilities every  
four years.

GFOA on Public Pension Sustainable Funding

GFOA’s Sustainable Funding Practices for Defined Benefit Pensions and Other 

Postemployment Benefits (OPEB) best practice (available at gfoa.org) emphasizes 

the most important thing governments must do to make sure their pension 

and OPEB plans are sustainable: contribute the full amount of their actuarially 

determined contribution (ADC) each year. Failing to fund the ADC during 

recessionary periods impairs investment returns by providing inadequate funds  

to invest when stock prices are low. As a result, long-term investment performance 

will suffer and ultimately require higher contributions.
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Federal Reserve Chairman Janet Yellen arrives for a hearing of the Joint Economic

Committee on Capitol Hill, November 29, 2017, in Washington, DC. - Brendan

Smialowski/AFP/Getty Images

WASHINGTON (AP) — The Federal Reserve is raising its key interest rate for the

third time this year and foresees three additional hikes in 2018, a vote of confidence

that the U.S. economy remains on solid footing 8 and a half years after the end of the

Great Recession.

The Fed said Wednesday that it’s lifting its short-term rate by a modest quarter-point

to a still-low range of 1.25 percent to 1.5 percent. It is also continuing to slowly shrink

its bond portfolio. Together, the two steps could lead over time to higher loan rates

for consumers and businesses and slightly better returns for savers.

The central bank said in a statement after its latest policy meeting that it expects the

job market and the economy to strengthen further. Partly as a result, it expects to

keep raising rates at the same incremental pace next year under the leadership of

Jerome Powell, who will succeed Janet Yellen as Fed chair in February.

The Fed’s action was approved 7-2, with Charles Evans, president of the Fed’s

Chicago regional bank, and Neel Kashkari, head of the Minneapolis Fed, voting no.

Both preferred to keep the benchmark rate unchanged.

The central bank’s message Wednesday departed little from its recent statements. It

still stresses that it expects to keep raising rates gradually. Its projections for future

hikes, based on estimates of 16 officials, showed that the median expectation remains



three rate hikes in 2018, at least two in 2019 and two more in 2020.

By then, the Fed’s target for short-term rates would have reached 3.1 percent —

slightly above its estimate of a long-term neutral rate of 2.8 percent. That would

mean the Fed would still be seeking to tighten credit three years from now.

At a news conference after the Fed’s meeting, Yellen said she would work to provide a

smooth transition for Powell. Powell has been a Yellen ally who backed her cautious

stance toward rate hikes in his five years on the Fed’s board. Yet no one can know for

sure how his style of chairmanship or rate policy might depart from hers.

What’s more, Powell will be joined by several new Fed board members who, like him,

are being chosen by President Donald Trump. Some analysts say they think that

while Powell might not deviate much from Yellen’s rate policy, he and the new board

members will adopt a looser approach to their regulation of the banking system.

On Wednesday, the Fed boosted its forecast for growth to 2.5 percent next year, up

from its previous forecast of 2.1 percent. But it then foresees growth slowing to 2.1

percent in 2019 and 2 percent in 2020. Those rates are far below the 3 percent to 4

percent growth that the Trump administration insists would result from its economic

policies of tax cuts, deregulation and stricter enforcement of trade laws against unfair

foreign imports.

The Fed modified its forecast to take into account that unemployment has fallen

lower this year than it had expected. For the next two years, the Fed projects that

unemployment will decline from the current 4.1 percent to 3.9 percent in 2018 and

2019 and then tick up to 4 percent in 2020.

It also expects inflation to rise from 1.7 percent this year to 1.9 percent in 2018 and 2

percent in 2019. The Fed’s inflation target is 2 percent, But it has puzzlingly

remained below that level for more than five years.

Even before Wednesday, most analysts had said they thought the still-strengthening

U.S. economy would lead the Fed to raise rates three more times next year. A few,

though, have held out the possibility that a Powell-led Fed will feel compelled to step

up the pace of rate hikes as inflation finally picks up and the economy, perhaps sped

by the proposed Republican tax cuts, begins accelerating.

At his Senate confirmation hearing last month, Powell impressed his listeners as an

evenhanded moderate who favored the kind of incremental stance toward rate hikes

that both Yellen and her predecessor, Ben Bernanke, embraced. A Senate committee

approved Powell’s nomination and sent it to the full Senate, where his confirmation

is considered certain.

Besides Powell, Trump has so far chosen two new members for the seven-member

board. And he has the opening to nominate three more, including a Fed vice chair.



In his view of the Fed, Trump has made clear that he favors low rates. But the

president has also expressed a desire to pull back on many of the regulations that

were imposed on banks after the 2008 financial crisis. Trump and many Republicans

argue that those regulations are too burdensome, especially for smaller banks. Powell

himself has sent some signals that he agrees.

It was in the midst of the 2008 crisis that the Fed cut its key rate to a record low near

zero and left it there for seven years. Eventually under Yellen, the Fed responded to a

steadily improving job market and economy by modestly raising the rate — in

December 2015, in December 2016 and now three times this year. Wednesday’s rate

hike was the Fed’s first since June. The policymakers left rates alone through the

summer and fall as they puzzled over why inflation had slipped farther below their 2

percent annual target.
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H.R. 1, the Tax Cuts and Jobs Act, as passed by the U.S. House
of Representatives earlier this month, contains a provision that is
raising concern for some in the public pension community. Section
5001 of the Tax Cuts and Jobs Act provides that all entities that
are exempt from taxation under section 501(a) are subject to the
unrelated business income tax (UBIT) rules, notwithstanding an
entity’s exemption under any other provision of the Internal
Revenue Code (including section 115). Pension experts note that
this language could potentially subject certain state and local
government pension plan investments to UBIT. This could result in
a substantial change in the nature of the relationship between
states and the federal government, as state agencies would now
be subject to federal taxation. Further, as written, Section 5001
would go into effect January 1, 2018, and it makes no exceptions
for existing investment transactions. This may cause many public
pension funds undue hardship because it doesn’t provide enough
time to evaluate and restructure investments if needed.

The tax reform bill under current consideration in the U.S. Senate
does not appear to have similar UBIT language. However, if the
Senate passes its version of a tax reform bill, it is undetermined
how the difference in the UBIT language between the two bills
would be handled in a conference committee.

This adds to the complexity and potential cost increases that this
tax bill will create for state and local governments (eliminating the
deductibility of state and local taxes, advance refunding of
municipal bonds, and the ability to issue private activity bonds).

Please continue the excellent amount of outreach to your
Washington representatives that you’ve made in recent weeks.
This week, the Senate will finalize and vote on its tax bill. The next
step is for the House and Senate tax plans to go to the
conference committee to iron out differences. The final step is
putting the bill on the president’s desk, potentially by December
31. Now is the time to speak up to preserve these important tax
provisions for state and local governments.

Having trouble viewing this email? Click here for the web version.
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