September 17, 2020

The nine hundredth and thirty two meeting of the Retirement Board of the School Employees Retirement
System was held in the boardroom at 300 E. Broad Street, Columbus, Ohio, and via Zoom
videoconferencing on Thursday, September 17, 2020. The meeting convened in open session at 8:32
a.m. Roll call was as follows: Hugh Garside, Jr., Chair, Jeffrey DeLeone, James Haller, Matthew King,
Catherine Moss, James Rossler, Frank Weglarz, Daniel Wilson and Barbra Phillips. Also in attendance
was Samuel Peppers, representative of the Attorney General, various members of the SERS staff, and
members of the public.

APPROVAL OF MINUTES OF THE RETIREMENT BOARD MEETING HELD ON
July 16, 2020

Barbra Phillips moved and Catherine Moss seconded the motion to approve the minutes of the
Retirement Board meeting held on Thursday, July 16, 2020. Upon roli call, the vote was as follows: Yea:
Barbra Phillips, James Haller, Matthew King, Catherine Moss, James Rossler, Frank Weglarz, Daniel
Wilson and Hugh Garside. Abstain: Jeffrey DeLeone. The motion carried.

APPROVAL OF MINUTES OF THE RETIREMENT BOARD SPECIAL MEETING HELD ON
August 14, 2020

James Haller moved and Matthew King seconded the motion to approve the minutes of the Retirement
Board Special meeting held on Friday, August 14, 2020. Upon roll call, the vote was as follows: Yea:
Barbra Phillips, James Haller, Matthew King, Catherine Moss, James Rossler, Frank Weglarz, Daniel
Wilson and Hugh Garside. Abstain: Jeffrey Del.eone. The motion carried.

APPROVAL OF MINUTES OF THE RETIREMENT BOARD SPECIAL MEETING HELD ON
August 20, 2020

Barbra Phillips moved and James Haller seconded the motion to approve the minutes of the Retirement
Board Special meeting held on Thursday, August 20, 2020. Upon roli call, the vote was as follows: Yea:
Barbra Phillips, Jeffrey DeLeone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank
Weglarz, Daniel Wilson and Hugh Garside. The motion carried.

Board Chair Hugh Garside, Jr. asked Chief Investment Officer Farouki Majeed to present the Investment
Report.

INVESTMENT REPORT

Wilshire Assocites Quarterly Performance Report

David Lindberg and Joanna Bewick presented Wilshire’s quarterly investment performance report for the
period ending June 30, 2020. The quarterly report included asset class performance, capital market
assumptions as of June 2020, an economic review, and performance detail of the Total Fund.
Performance for the total fund was 9.2% for the quarter. Following comments, the Board thanked Mr.
Lindberg and Ms. Bewick for their presentation.

Quarterly Investment Report

Mr. Majeed provided a summary of the Investment report for periods ending June and July, 2020. Mr.
Majeed informed the Board the Fund value was $15.3 billion with a preliminary FYTD return of 6.21% as
of August 31, 2020. Following comments and questions, the Board thanked Mr. Majeed for his
presentation.



SUMMARY OF INVESTMENT TRANSACTIONS

Barbra Phillips moved and Catherine Moss seconded that the following summary of investment
transactions made in compliance with the Ohio Revised Code Section 3309.15 during the period of
June 1, 2020 through June 30, 2020 hereby be approved. Upon roll call, the vote was as follows: Yea:
Barbra Phillips, Jeffrey DeLeone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank
Weglarz, Daniel Wilson and Hugh Garside. The motion carried.

A PURCHASES
Asset Class Approximate
Cost
(in millions)
US Equities $93.9
Non-US Equities 156.3
Fixed Income 430.6
Multi-Asset Strategies 1.0
Private Equity Capital Calls 19.2
Real Asset Capital Calls 3
Opportunistic 17.3
Cash Equivalents 276.1
B. SALES
Asset Class Approximate Approximate
Net Proceeds Gain/(Loss)
(in millions) (in millions)
US Equities $91.8 ($5.3)
Non-US Equities 199.1 22.3
Fixed Income 383.5 4.4
Multi-Asset Strategies .8 n/a
Private Equity distributions 14.6 n/a
Real Asset distributions 11.1 n/a
Opportunistic 3 A
Cash Equivalents 291.9 n/a

SUMMARY OF INVESTMENT TRANSACTIONS

Frank Weglarz moved and Barbra Phillips seconded that the following summary of investment
transactions made in compliance with the Ohio Revised Code Section 3309.15 during the period of July
1, 2020 through July 31, 2020 hereby be approved. Upon roll call, the vote was as follows: Yea: Barbra
Phillips, Jeffrey DeLeone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank
Weglarz, Daniel Wilson and Hugh Garside. The motion carried.

A PURCHASES

Asset Class Approximate

Cost
(in millions)




US Equities $16.9
Non-US Equities 182.6
Fixed Income 330.5
Multi-Asset Strategies 3.4
Private Equity Capital Calls 18.0
Real Asset Capital Calls 11.9
Opportunistic 3.1
Global Private Credit 19.2
Cash Equivalents 348.3
B. SALES
Asset Class Approximate Approximate
Net Proceeds Gain/(Loss)
~ (in millions) (in millions)
US Equities $71.0 $20.7
Non-US Equities 136.8 16.2
Fixed Income 316.4 4.3
Multi-Asset Strategies 129.3 18.1
Private Equity distributions 11.9 n/a
Real Asset distributions 89 n/a
Opportunistic 14.9 (5.2)
Global Private Credit n/a n/a
Cash Equivalents 2245 n/a

The Board took a break at 9:45 a.m., and reconvened at 10:00 a.m.

EXECUTIVE DIRECTOR’S UPDATE

Return to Office/COVID-19 Update

Executive Director Richard Stensrud provided an update on the impact of the COVID pandemic on
retirees participating in SERS Medicare plan. Mr. Stensrud stated that there were 508 retirees treated to
date, and 48 deaths.

Ohio Retirement Study Council
Mr. Stensrud stated that the August and September ORSC meetings were cancelled, and that the next
meeting of the ORSC is scheduled for October 8™, subject to the call of the chairman.

Mr. Stensrud also stated that staff submitted SERS FY2020 Disability Report to the Governor, ORSC, and
relevant House and Senate committee chairs.

Advocacy Groups

Mr. Stensrud noted that outreach continues with SERS stakeholders, and that staff made outreach calls
to retiree stakeholder groups reminding them about the Medicaid rule change and seeking assistance in
spreading the word among their members.

Mr. Stensrud stated that staff continues to communicate with stakeholder groups about the ongoing
Pension Sustainability initiative through e-mail and website postings.



Treasurer of State Checkbook Website Update

Mr. Stensrud stated that Treasurer of State Robert Sprague has added pension system employee salary
information to his Ohio Checkbook website. Salary information provided by SERS for 2019 has been
added to what was previously posted by OPERS. Mr. Stensrud further stated Treasurer Sprague has
expressed his desire that all systems patrticipate in the project but that STRS and OP&F salary
information has not been added as of yet. Mr. Stensrud noted that Treasurer Sprague had commended
SERS for its commitment to transparency in news articles on the topic.

Letter to HHS Secretary Azar

Mr. Stensrud stated that in August, SERS sent a letter to Health and Human Services (HHS) Secretary
Alex Azar, as well as the Ohio congressional delegation, expressing the System’s concerns regarding
President Trump’s recent executive order on Medicare Part D rebates. Mr. Stensrud noted that the new
executive order seeks to lower drug prices in the U.S. by linking them to those of other countries.
However, the proposed rules as described would cost SERS approximately $20 million in rebates, which
would cause SERS’ health care premiums to increase by $45 per member, per month.

Mr. Stensrud noted the order includes a provision to ensure any action by HHS should not lead to an
increase in Medicare beneficiary premiums, so SERS remains hopeful that alternative ways to achieve
the administration’s goals will be pursued.

Board Elections Materials

Mr. Stensrud reminded the Board that there are two employee-member seats and one retiree-member
seat up for election with the terms beginning July 1, 2021, and ending June 30, 2025. Any member of
SERS, other than a disability benefit recipient, is eligible to run for an employee-member seat, and any
SERS disability or service retiree is eligible to run for a retiree-member seat.

Mr. Stensrud noted that because of the ongoing state restrictions on large gatherings and efforts to
maintain social distancing to reduce the spread of COVID-19, SERS is allowing petition signatures to be
collected electronically through the SERS website. Those interested in running for one of the open active
member Board seats must contact Tim Barbour (tbarbour@ohsers.org) to have an electronic form on the
SERS website created with their name.

SERS Technology Update

Mr. Stensrud stated that staff is working to ensure technology is in place to conduct meetings in a hybrid
onsite/virtual setting that is accessible by members and stakeholders. Mr. Stensrud noted that this is
SERS'’ first onsite Board meeting since the beginning of the pandemic in the boardroom, supplemented
with a virtual audience. Some technological upgrades will be made to the boardroom over the next month,
with the enhancements in place for the October meeting.

Mr. Stensrud noted that currently there is a very limited technological platform in place in the O’Keefe
conference room. However, a request for proposals will be issued for the project soon which will provide
much needed enhancements. Mr. Stensrud stated that this will provide a platform for others to rent the
space and will make the building more attractive to tenants.

Domestic Custodian Transition

Mr. Stensrud stated by law, the Ohio Treasurer of State (TOS) is SERS’ investment custodian. Every
three to five years, the TOS issues request for proposals (RFPs) to subcontract the domestic and
international custodial duties of Ohio’s retirement systems. As a result of the latest RFP process, the TOS
has assigned Fifth Third Bank as SERS’ domestic custodian. Mr. Stensrud noted that BNY Mellon
remains the international custodian. Mr. Stensrud noted that the transition to Fifth Third was underway
and at his request, Chief Financial Officer Tracy Valentino provided an update.



BUDGET POLICY REVIEW

Chief Financial Officer Tracy Valentino discussed proposed revisions to the Budget Policy. Ms. Valentino
noted that the proposed revisions outlined additional processes to address budget changes, clarification
of roles and responsibilities, and changes to incorporate the use of a new budget reporting tool.

Ms. Valentino further stated that in order to ensure the Budget Policy accurately reflects current
processes and procedures, as well as to provide additional transparency and accountability in the budget
process, proposed policy changes include clearly marked indications when and how budget information is
presented to the Board; that expenditures between the capital and administrative budgets be approved by
the Board rather than the executive director; and, further clarity on how the information regarding external
manager fees is reported.

Additional proposed policy revisions include that projects/items in the budget which exceed a determined
threshold will be presented to the Retirement Board on the Quarterly Board Expense to Budget
Reporting. Unbudgeted items exceeding a determined amount approved by the executive director also
are to be included in this report.

Following discussions, the Board thanked Ms. Valentino.



Budget Policy
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Purpose

The purpose of this policy is to provide guidance in the completion of SERS' annual budget and
related documentation and to establish the roles and responsibilities in the development of SERS’
annual budget.

Policy

The Annual Budget shall be developed each fiscal year and presented to the Retirement Board
for approval at the May or June Board meeting. The annual budget includes:

1. SERS’ Administrative Budget

2. Requests for Capital Contributions to any SERS-controlled Limited Liability Companies
(LLCs)

3. Presentation of Investment Costs

The Retirement Board has the fiduciary responsibility for the fiscal affairs of the System. The
approved Administrative Budget is the expenditure authority given to the Executive Director by
the Retirement Board.

All budgets shall be on an accrual basis. Expenses incurred, but not paid, during a fiscal year
shall be reported as expenses on the financial statements and shall also be applied against that
year’'s budget.

The Administrative Budget shall be divided into Major Categories and the expenditure authority
given by the Retirement Board shall be at the Major Category level. The Executive Director has
the authority to exceed the Administrative Budget for a Major Category by 10%, provided that total
expenditures for the System do not exceed the total budgeted.

The Executive Director and staff shall take all reasonable steps to see that expenditures do not
exceed the approved level. Requests for items not included in the budget will be reviewed to
evaluate prioritization of expenditures to ensure alignment with the strategic plan. Reguests for
unbudgeted expenditures will require evaluation through a formal examination process
facilitated by the Finance department and includes the Executive Director and the Deputy
Executive Director,




Expenditures that cumulatively exceed 110% of the approved Administrative Budget for any Major
Category or total expenditures in excess of total budgeted expenditures require prior approval of
the Retirement Board.

Projects/items included in the budget that exceed a determined threshold will be presented to the
Retirement Board on the Quarterly Board Expense to Budget Reporting. Also, included in this
report are unbudgeted items exceeding a determined amount approved by the Executive Director.

Expenditures for general furniture and equipment shall be capitalized or expensed in accordance
with the System’s Capitalization/Expensing of Assets Policy (FIN1-008}—FheExesutive
BiresterAdjustments-may-adjust-the-Administrative-Budget-between expenses and capital within
the Administrative Budget for-these-items.are presented to the Retirement Board for approval.

LLC Operating Budgets

A separate operating budget shall be created and maintained for each LLC, and ratified by that
LLC's board. The Retirement Board shall authorize an annual amount to cover any deficit in the
net operating or capital expenditures of the LLC (transfer). In the case of OSERS Holdings, LLC,
the Retirement Board shall authorize a transfer to OSERS Holdings, LLC, which shall distribute
the authorized funds to one or more LLCs. The request for the transfer shall be made
simultaneously with the presentation of the SERS Administrative Budget to the Retirement Board.

All procedures and assignments of duties related to the budget of an LLC must be in accordance
with the LLC Agreement/ By-Laws of the LLC, as amended.

Whenever budgeted costs are allocated between LLCs or between LLCs and SERS, supporting
details must be clear as to the basis for allocation and amounts budgeted to each Cost Center. An
example would be insurance coverage.

Whenever there are planned transfers between SERS and LLCs or between LLCs, they must be
budgeted in all participating Cost Centers.

The transfer shall be approved annually, based upon the sum of the Net Expenses and Operating
Capital budgeted. The Budget Resolution approving the transfer shall:

¢ State the reason for the transfer
e State any restrictions put on uses for the funds
e Authorize a transfer “not to exceed budget expenses of [specific amount]”

If the LLC does not require all funds authorized, the unused funds shall not be transferred from
SERS.

OSERS Holdings shall submit reports to the Retirement Board in accordance with SERS Budget
Reporting Policy.




Responsibilities

The Retirement Board shall be responsible for:
e Approving the Administrative Budget before the start of the budget fiscal year
e Approving authority levels for capital contributions to any SERS controlled LLCs

e Approving all increases to any budget or transfer authority level prior to the increase going
into effect

e Approving all transfers that exceed the authority of the Executive Director
The Executive Director shall be responsible for:
e Recommending the Administrative Budget and revisions to the Retirement Board

e Implementing the Administrative Budget, including, but not limited to authorizing the transfer
of spending authority between Major Categories or Departments, as authorized by the
Retirement Board

The Chief Financial Officer shall be responsible for:

e Overseeing the development of the Administrative Budget

» Presenting the Draft Budget to the Retirement Board

e Drafting budget resolutions for the approval of the Retirement Board

e Complying with the reporting requirements of SERS policies

e Developing, maintaining, and reviewing budget policies and procedures
e Serving as a liaison between the ORSC and SERS for budget matters
The Assistant Director of Finance shall be responsible for:

e Developing the Administrative Budget

¢ Developing, maintaining, and reviewing budget policies and procedures

e Managing the budget process and access to the Business Planning System

e Ensuring accuracy and completeness of budget materials
The Budget Analyst shall be responsible for:

e Establishing and disseminating budget schedule
e Managing budget process
e Collating documentation

e Maintaining a list of Budget Administrators and Budget Liaisons.

o Preparing-and-issuing-monthiyEnsuring accuracy of variance reports and budget to actual
reports in the Business Planning System

Budget Administrators shall be responsible for:

e Developing Administrative Budgets for their respective Cost Centers. This includes all
amounts and supporting details in the Cost Centers’ Budgets that are not the responsibility
of Human Resources. Human Resources, the Purchasing Coordinator, Building Services,
and the Budget Analyst also provide services for certain budget line items.




e Expenditures within their Cost Centers:

o Reviewing and approving all line items charged to the Cost Centers each month,
including those whose budgets were computed by Human Resources.

o Providing written explanations of all variances that are +/- 10% and/or +/- $10,000
different than the year-to-date budgeted amounts on a menthlyv-quarterly basis, or
as requested by Finance, the Executive Director, or Deputy Executive Director.

o If a Cost Center fails to include items in its Equipment Budget Form so that those
items are not included in the original budgets of the Administrative Services
Department or Information Technology Department, and items are required during
the fiscal year, those unbudgeted items shall be charged to the Cost Center that
requires and uses them, not Administrative Services or Information Technology.
(See Equipment Procedure below.)

o The department that is using these unbudgeted items shall be responsible for any
negative budget variance caused by this policy.

e Working with the Budget Analyst to prepare accurate forecasts and identifying funds that
may not be used during the fiscal year and may be available for transfer to another Cost
Center.

e Budget Administrators may appoint Budget Liaisons to assist them in their budget
development, implementation, and reporting responsibilities.

Purchasing Coordinator shall be responsible for assisting in determining costs, correct accounts,
and Cost Centers in which to budget purchases of equipment and services in accordance with
the Equipment Procedure below.

Investment Accounting section of Finance and the Chief Investment Officer shall be responsible
for developing the budget for Investment Costs.

Administrative Services shall be responsible for:
o Budgets for any Cost Centers related to:
o Administrative Services
o Net Building Occupancy
o LLGCs

e Providing written explanations of all variances that are +/- 10% and/or +/- $10,000 different
than the year-to-date budgeted amounts on a menthly-quarterly basis, or as requested by
Finance, the Executive Director, or Deputy Executive Director.

e Working with the Budget Analyst to prepare accurate forecasts and identifying any
changes to the capital contribution required to fund any LLC during the fiscal year.

e A Budget Liaison may assist in these budget development, implementation, and reporting
responsibilities.
Human Resources shall be responsible for:

e Computing the Personnel-related budget details_for salary and retirement contributions.
These shall be computed based upon submissions of detailed Personnel plans from Budget
Administrators in consultation with Human Resources_and leave time accrual and usage

assumptions.




e Computing Employee Heaith—Carebenefits budget details by Cost Center. TFhese-The
employee hHealth care budget shall be developed in consultation with SERS’ Health Care

Department.
Required Information

The Annual Budget _documentation shall include the following information:

Fhe Annual Budget Book shall contain:

e Budget overview
e Operating budget by category and a three-year review budget presentation
e SERS operating budget by category excluding investments and a three vear review budget

presentation
e Investment operating budget by category and a three-year review investment budget

presentation
e Details by Major Account Category
e Administrative capital budget
e OSERS Broad Street, LLC and OSERS Holdings, LLC budgets

Glossary of terms used
The definitions in the glossary shall conform to this Policy.
Financial-Detail Requirements

e Concise descriptions of the expenditures budgeted
¢ In addition to the proposed amounts for the upcoming fiscal year these comparisons

shall be made:
o Current year original budget amounts or, if that budget has been revised, the

most recent revision
o The date of the revision or estimation used shall be clearly labeled
e Current year forecasted expenses
e Details of funding uses:
o Administrative, LLCs, and Investment Expenses shall be clearly separated
«-Capital Expenditures shall be-greuped illustrated by:
o Major Project

The Annual Budget documentation_for the ORSC reporting shall contain:

e Draft of budget summary with current year forecasted expenses

e Draft of capital budget with current year forecasted expenses

e |Investment assets and expenses including internal and external managers for the prior
fiscal years as reported in the CAFR (Comprehensive Annual Financial Report).

A-headcount-summaryBudgeted headcount and travel and training expenditures by
department comparing current budget with draft budget, using the same time frames
as are used in the financial comparisons described above
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e Historical and current year forecasted expenses and draft budget of Supperting details

of directexpenses-of the Retirement Board
° Sugglementag statistical information of membership.

Procedures

Annual Budget Development Schedule

Administrative Cost Center
Equipment

Investment Costs and External-Manager-Fees

Personnel
Budget Revisions

Budget Documentation

Annual Budget Development Schedule

The Schedule includes these coordinated events:

# | Event ue in Month
1 | Budget Schedule Finalized December
2 | Board Compensation Committee approves new staff positions, | December or January
changes to compensation, and employee benefits
3 | Budget Kickoff Meeting — new policies, procedures, and forms | December or January
disseminated to departments
4 | Board’s Strategic Planning Retreat February
5 | Draft Budgets completed by departments February
6 | DraftBudget collated and submitted to Executive Management | February or March
7 | Collated Draft Budget in ORSC format presented to SERS | April Board Meeting
Board
60 days before the
effective date of the
Board’s approval of the
budget resolution.
8 | Collated Draft Budget presented to ORSC April ORSC Meeting
9 | Final Draft Budget created and submitted to Executive | May
Management
10 | Draft Budget Submitted to Board May Board Meeting
11 | Board Resolution Drafted After May Board Meeting
12 | Board Approves Budget Resolution June Board Meeting

The Budget Analyst shall be responsible for maintaining the Fiscal Year Budget Schedule.

if changes are made to the Schedule once the initial Schedule is communicated distributed,
the Budget Analyst will provide copies of the revised Schedule to all persons on the Budget
Administrator/Budget-Liaison-List—update_the Scheduled on the Boulevard-Budget-site
calendarBusiness Planning System.-and-add-to-the-Announcements™
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+Additional action items and meeting dates may be included in the Schedule, upon the
discretion of the Executive Director, the Deputy Executive Director, or the Chief Financial

Officer.

e All-budgetl-related deadhnes shall be- indluded—in-the approprate—monthly astivity
calendars:

o The-Schedule shal-be-disseminated +R-3-one-page-tablesimilar-to the-format-shewn ia this
procedure:

Administrative Cost Center

This Procedure sets forth the steps to be followed in determining budget amounts that
support the Strategic Plan, and collating and incorporating those budget amounts into the
Annual Budget.

This Procedure applies to those budgeted items, which are included in the Cost Centers
in the Administrative Budget, but do not include Salary, Retirement Contributions, or
Employee Insurance.

A separate budget must be completed for each Cost Center.

Administrative Cost Center Budget Template
1. The Budget Analyst shall be responsible for providing a budget template/sheet for each
Cost Center in the Administrative Budget to each Budget Administrator or Budget Liaison.

a. The template/sheet shall enable the budget amounts developed under the
Personnel and Equipment Procedures below to be merged with other cost center
budget information.

b. The template/sheet shall enable the responsible Budget Administrator or Budget
Liaison to build all other account budgets from supporting line item details.

c. Accounts shall be summarized by Minor Category and Major Category.

d. Line item details shall be identified by:

i. Vendor and/or item name
ii. Quantity (i.e., trips/number of persons participating in a specific trip or
seminar, number of pieces in a print or mailing job, etc.)
iii. Timing / Month of Purchase

1. If the expected month of purchase is known, the budgeted cost shall
be entered into that month.

2. If purchases are expected to be made over the course of the year,
the Budget Liaisons should allocate expenses in a manner that
reflects the expected purchasing pattern.

e. If any account includes line items that shall be entered into the Administrative
Accounting System under project name or other sub-accountidentifiers, those line
items shall be itemized in the cost center’s budget template/sheet. Such items
may include, but are not limited to:

i. Staff Travel Expenses
ii. Staff Educational Expenses
iii. Retirement Conference Expenses

12



Incorporation into the Annual Budget

1. Each Budget Administrator or Budget Liaison shall coordinate with the Budget Analyst to
ensure that amounts from the Personnel and Equipment Procedures are properly merged
into the correct cost center's budget template/sheet.

2. Each Budget Administrator or Budget Liaison shall submit the cost center's budget
template(s)/sheet(s) to the Budget Analyst by the dates listed in the Budget Schedule.

3. The Budget Analyst shall incorporate the budgeted amounts in each cost center's budget
templates/sheets into the Annual Budget and ensure that the final budgeted amounts in
the Budget are correct for each Cost Center.

Equipment

This Procedure sets forth the steps to be followed in determining budget amounts for
capital and expensed non-consumable items, and collating and presenting those amounts
into the Annual Budget. The items to be acquired shall support the Strategic Plan.

Items to be considered capital shall be defined by the Capitalization / Expensing of Asset
Purchases Policy (FIN1-008). Because items are classified by cost, a cost estimate must
be secured for each item before a department may budget them.

Therefore, Budget Liaisons shall submit requests in the form of itemized lists of items
required, the Purchasing Coordinator shall price the requested items and the budgeted
amounts shall be included in the correct cost center budget templates.

Department Furniture & Equipment Budget Request
1. The Budget Analyst shall provide the equipment budget template to each Budget
Administrator or Budget Liaison.

a. The Purchasing Coordinator shall develop a checklist of items that includes
technology-related equipment and non-technology related furniture and
equipment. This checklist shall be incorporated into the template.

b. The template shall list the correct account numbers for each item listed.

c. This template will enable the Budget Administrators and Budget Liaisons to:

i. Request pricing for Information Technology-related and non-Information
Technology items.

ii. Notify the Purchasing Coordinator and Information Technology Department
of budgeted new employees.

Development of Equipment Budget
1. Each Budget Administrator or Budget Liaison shall list items required and budgeted for

new employees and any other additional furniture and equipment in the template and
forward it to the Purchasing Agent.

a. A separate template is necessary for each Cost Center. If no items are required
for a Cost Center, a blank form should be submitted, stating that no items are
required.

2. The Purchasing Coordinator shall review the completed templates.
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a. Following the Purchasing Procedure, the Purchasing Coordinator shall secure
price estimates for requested items. In some cases, the Information Technology
Department will obtain price estimates for technology-related items.

b. The Purchasing Coordinator shall enter price estimates into the templates and
forward the amended templates to the Purchasing Liaison in the Information
Technology Department.

c. The Information Technology Department shall include all IT-related purchases into
the Information Technology department’s budget template.

d. The Information Technology Department shall identify in their budget template the
ultimate users of budgeted items (e. g., 2 PCs, 1 for Executive new employee, 1
for replacement pool).

e. An exception to the rule that Information Technology budgets items would occur if
another department wishes to acquire computer equipment that will not be
maintained by the Information Technology Department nor attached to the SERS
network.

3. Building Services is responsible for entering furniture and equipment items and correct
amounts into the Building Services’ budget template.

4. If a Cost Center's equipment budget template does not include a request for an item, or a
service associated with that item and the item is subsequently required during the fiscal
year, the unbudgeted expenditure will be charged to the Cost Center that requires the
item, and to the appropriate account number. Reasons for failing to budget items might
include:

a. New employee requiring equipment that was not anticipated.

b. Project conceived after the due dates in the Budget Schedule for Cost Center
Budgets.

Investment Costs

SERS shall plan and estimate future investment operational costs and ensure that the planned
expenses and planned use of resources meet the policies and goals of the SERS organization.

1. Each type of Investment Cost shall be budgeted and expensed in different accounts in the
chart of accounts. Within each account, Investment operational costs shall also be
itemized by vendor.

2. The Budget Analyst shall provide the investment budget template to Investment
Accounting.

Incorporation into Draft Budget Documents

1. Investment Accounting and the Director of Investments shall submit the investment budget
template to the Budget Analyst by the dates listed in the Budget Schedule.

2. The Budget Analyst shall incorporate the budgeted amounts in the investment budget
template into the Annual Budget documentation and ensure that the final budgeted
amounts in the Annual Budget are correct for each Cost Center.

Personnel

14



This Procedure sets forth the steps to determine Payroll-related budget amounts that support the
Strategic Plan, and collating and presenting those budget budgets in the Annual Budget.

Department Personnel Budget Request
1. The Budget Analyst will provide a template to Budget Administrators and/or Budget

Liaisons to make their budget requests. This template will be the personnel budget
template. All Personnel-related requests will be entered into the personnel budget
template.
2. The following items should be included in the personnel budget template:
a. List of existing employees who are expected to retire in upcoming fiscal year.
b. List of existing employees to receive promotions or other salary adjustments.

i. The month the change is expected to occur.

ii. The increase expressed as a percentage of current salary and/or a dollar
amount.

c. List of employees eligible to receive incentive compensation.
i. The month of the bonus and a dollar amount should be stated.
ii. Bonuses will be budgeted separately based upon the following definitions:
1. Bonuses are non-recurring payments, which may or may not be
previously promised or announced, and which are not available to
all employees.
2. Bonuses are conditional payments.
3. Al budgeted bonuses must be in accordance with SERS policies.
4. All bonuses will be paid to employees and expensed through
separate Bonus accounts.
d. List of requested new positions, with budgeted annual salary for the first year of
hire and date of projected hire.

i. SERS does not pay “hiring bonuses.” If SERS hires an employee and
makes a special payment to that new hire to cover moving expenses, the
amount should be budgeted under “moving expenses”.

ii. Moving expenses will be paid to employees and expensed through the
Salary accounts.

e. Overtime hours, by employee.

i. Overtime should be expensed through separate Overtime accounts.

ii. For those employees who are eligible for overtime payments and who are
expected to incur overtime:

1. Number of hours
2. Approximate month when overtime will occur

Development of Budget Amounts
1. Human Resources will review the requests from each Department.
2. Human Resources will compute salary increases, overtime, and berusesincentive
compensation payments, then compute retirement contributions,
3. _Human Resources will calculate -and-insurance_benefits based on projected enroliment
and costs.
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24. - - = Human Resources will calculate sick and
vacation leave accruals based on each employee's leave time accrual rate, usage
assumptions, and whether or not an employee is within 5 years of retirement eligibility for
sick leave only. Assumptions are agreed upon by Human Resources and Finance.

3:5. Human Resources and the Budget Analyst will
determine the proper Payroll schedule, so that each month’s budget includes the proper
number of pay periods.

a. Pay periods are determined based upon the payroll cutoff days that fall within the
month, not the payroll payable days.

46. Human Resources will deliver:

a. To each department Director:

i. Itemizations of the-mest-any budgeted increases such as merit, salary
adjustments, and promotions expenditure by cost center
ii. New salaries ard-berus-ameunts-for each of the Director's employees

ilii. _Investment compensation payment amounts only for the Investment
Department.
b. To the Budget Analyst:
i. Monthly budgeted amounts for each salary, retirement contribution, and
insurance account by department.
5.7. The Budget Analyst will incorporate the
budgeted amounts into the budget for each cost center and ensure that the final budgeted
amounts in the Annual Budget are correct.

Confidentiality
1. In all steps of the process, confidentiality of individual salary and benefit information will

be preserved, so that only persons authorized to know individuals’ pay and benefits will
have access to that information.

2. Personnel Budget forms and related documents or messages will not be stored on shared
drives unless access- and write-protected.

Budget Revisions
This procedure concerns when revisions to a budget may occur.

Unbudgeted Items
1. During the fiscal year. circumstances may arise that warrant consideration for purchases

that were not included in the budget.

2. Requests for unbudgeted items will be submitted to Finance for examination of the current
status of the budget prior to underqoing the requisitioning process detailed in the
Purchasing Policvy (FIN6-001). Submissions shall include the description of the item or
service, reason(s) for the purchase, actual or estimate of the cost, and the budgeted
item(s)/service(s) the unbudgeted item will replace.

3. Prior to submission to Finance, it is the Department(s) responsibility to review the current
status of the Department's budget and assess available resources within the line item,
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minor category and major category and evaluate prioritization of future
expenditures/projects to ensure alignment with the strategic plan.

4. The Finance Department will review the submission for completeness and accuracy of
any calculated amounts and forward to Executive for their review and approval.

5. If approved by the Executive Director and the request exceeds a determined threshold
amount, the item will be reported on the Quarterly Board Expense to Budget Reporting
presented to the Retirement Board.

6. After approval, the Department will follow the requisitioning process outlined in the
Purchasing Policy (FIN6-001) and inciude all supporting documents related to the request
when creating the requisition in the Administrative Accounting System.

Forecast

1. At any time, the Retirement Board, Executive Director, Deputy Executive Director, Chief
Financial Officer, or Assistant Director of Finance may request a Forecast of expected
expenses be prepared for the remainder of the fiscal year.

Revision

1. All efforts are made to ensure spending is within approved budget amounts within a Major
Category and in total. However, Jif the Forecast reveals that expenses for the fiscal year
may cumulatively exceed the limits of the budget authority given to the Executive Director
in the Budget Policy, the Chief Financial Officer shall draft a Budget Revision (“Revision”)
to present to the Retirement Board.

2. Operational support for the Revision shall be presented to the Executive Director, who
shall decide whether to make a recommendation to the Retirement Board to approve the
Revision.

3. Should the Retirement Board approve the Revision, the authorization shall be made at the
Major Category level.

4. Future financial statements comparing actual expenses to Budget shall define whether the
comparison is to the original Budget or the Revision, and give the date of the Revision
being shown. If no Revision has been required during the fiscal year, financial statements
will compare actual expenses to the original Budget.

Limited Liability Company Budget Revisions
1. If the Forecast for an LLC exceeds the LLC’s Board-authorized Capital Contribution, the
Retirement Board must authorize the transfer of additional funds from SERS.
2. As with the original LLC Budget, this authorization should be worded so that the transfer
shall be “up to, but not exceeding [specific amount]”.

Budget Documentation

This procedure describes the process of presenting the Annual Budget and related
documentation to the Retirement Board and the ORSC-

1. Collation of Cost Center Budgets_for ORSC reporting and draft Annual Budget
a. A draft of the Annual Budget shall be created by collating and combining all the
Administrative Budgets created for each Cost Center, using the ORSC format:
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i. Draft Administrative Budget compared to prior fiscal year budget
i. Draft Capital Budget
iii. Investment -ExpenseCost Comparison
iv. Board Expenditures
b. A draft of the Annual Budget shall also be compiled in the budget book format to
be presented to the Retirement Board during the May board meeting.
i. Letter to the Board
ii._Budget Overview
iii. Operating Budget by Category
1. Budget Summary
2. Three-Year Review Budget Presentation
iv. SERS Operating Budget by Category Excluding Investments
1. Three-Year Review Investment Budget Presentation
v. Details by Major Account Category
1. Personnel
2. Professional Services
3. Communications
4. Other Operating
vi. Administrative Capital Budget
vii. OSERS Broad Street, LLC and OSERS Holdings, LLC
1. Building Occupancy Budget
12. Capital Improvements Budget

2. Approval Process

a. The Budget Analyst shall collate the Cost Center Budgets into a Draft Annual
Budget document, which shall be reviewed by the Assistant Director of Finance,
the Chief Financial Officer, the Deputy Executive Director, and the Executive
Director, who shall provide management commentary to be included in the draft
Annual Budget.

b. The draft Annual Budget, approved by the Deputy Executive Director and
Executive Director, shall be presented to the Retirement Board in a format
consistent with the ORSC reporting format. This report will be sent to the ORSC
60-days prior to the Retirement Board approval of the Annual Budget.

6 A report shall-be presented 1o the ORSE based on this draft Arnual Budget:

d-c.If changes are required after the report is presented to the ORSC, a second draft
may be prepared. This document shall be reviewed by the Assistant Director of
Finance, the Chief Financial Officer, the Deputy Executive Director, and the
Executive Director. An explanation of changes between the drafts shall be
prepared by the Budget Analyst.

ed. The document presented to the Retirement Board as the final draft Annual
Budget_in the budget book format-may be-this-second-drafl.

f.e. The final draft Annual Budget in the budget book format shall be presented to the
Retirement Board at the May Board Meeting for approval at the June Board
Meeting.

3. Format
a. The format shall be consistent to allow comparability with previous SERS budgets.
b. These items shall be included to enhance understanding and utility:

i. An index or table of contents
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ii. Plain language and glossary defining all terms
iii. Graphs, charts, and tables, where appropriate.

c. Figures shall be rounded to the nearest prescribed denominator. Tables and
charts shall be formatted and summed so that all items sum to the nearest whole
dollar.

d. If a change in accounting procedures, such as change in the usage of an account,
or if changes in presentation requirements, occurred between time periods used in the
comparisons described above, a note shall be included to highlight the change, with a
numerical recast of the prior periods to the current account usages and presentation
formats.

e. The final document shall be available to all interested parties in hardcopy and
electronic form.

4. Archiving and Security

a. At the start of each fiscal year’s planning process, and coinciding with the Budget
Kickoff Meeting, the Budget Analyst shall create_a template/sheet for each
Department/Cost Center in the Business Planning Svstem to facilitate budget
compilation. Additional files or documents necessary to assist budget compilation
shall be available in the Business Planning Systema-file-folder-andier-software
application—{“folder"}-on—the-SERS-network-or-the-Boulevard-to-archive-each
Department's Plan-and Budgetfiles—.

i. The Budget Analyst shall ensure that the template/sheet is designed and
proper_access is assigned for each Department/Cost Center.the-correst
templates-are-available in-this-folder.

ii. The-structure of the folder shall-allew each-Deparment-to- save-supporting
files-The Budget Analyst is responsible for ensuring information to assist with
budget compilation and timeline is made available

it FThe most current derations of any budget compenent shall be clearly labeled
in-the folder-

iii. _Historical budget information shall be Alteraative-versions-or-versions-saved
either in the Business Planning System or on the SERS network or on the
Boulevard.

iv. Alternative versions erversions-in-any-places-not-in-the folder-shall not be
considered official budget information, whether in electronic or paper form.

b. Access to-anyfilesitemplates shall-be-acecess-and-write-protested-to the Business
Planning System

i. Fhe Assistant Director of Finance or the Senior Manager of Financial
Accounting shall grant access to the Business Planning System upon
receiving approval from the Department Director through a prescribed
security access form. A-Budget-Administratoror-BudgetLiaison-may-assigh
at-least-part-of-the Budget-process-io-subordinates—but-must-inform-the
Budget-Analyst-of-the access-and write-privileges for each-subordinate:

H. The Budgel Analyst shall be respensible-for administering budget-related
files-and folders-

- The Budget-Analyst shall ensure-that-a-list-of authorized-persennel-and their
aeccess rights—as-well as-all-passwords-is stored-in-a-secure-manner but
accessible—to the Information- Technology Deparment—and FEinance
Depafment Management
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ki, The Budget Analyst shall ensure that budget files/data -are archived in such

a way that they cannot be edited without the authorization of the Budget
Analyst and meet the requirements of record retention policies.

Definitions

Administrative Accounting System The computer software used to record, process, and
report administrative or operational costs.

Administrative Budget The budget for expenditures related to the Administrative functions of
SERS. Administrative Capital is included in the Administrative Budget. Depreciation is excluded.
The Administrative Budget is approved by the Retirement Board.

Annual Budget — Document presented in a book format to the SERS Retirement Board_-and
external-users-to represent annual requests for authorization for the upcoming fiscal year- or in a
format designated by the ORSC for presentation purposes.

Budget A generic term used to describe the expenditure authority given to the Executive
Director by the Retirement Board. The Budget includes:

* SERS Administrative Budget
* Requests for Capital Contributions to LLCs
* Presentation of Investment Costs and-External-Manager-Fees

Budget Administrator -- Department Director or other person appointed by the Executive
Director to have fiscal responsibility for a cost center and its budget.

Budget Analyst -- A person appointed by the CFO to communicate with Departments on Budget
matters, analyze monthly and quarterly variance reports, and propose system-wide savings
opportunities.

Budget Liaison - A person appointed by a Budget Administrator to communicate with the
Finance Department on expenditure and budget matters.

Business Planning System — The computer software used to compile, manage, and report
budget information.

Capital Expenditure  An expenditure to acquire a capital asset.

Cost Center - Cost Centers are used to organize accounts in the Administrative Accounting
system and may be organized along any dimension or combination of dimensions. Organizational
Departments and entities controlled by SERS may be grouped as Cost Centers for budget
development and financial reporting purposes. Any limited liability company, while a separate
legal entity, will be considered a separate cost center for this purpose.

Expenditure Decreases in net financial resources. Per GASB Statement No. 11, expenditures
are recognized when a liability is incurred, regardless of the timing of related cash payments.
Expenditures may be recognized as expenses or capital, per the Capitalization/Expensing of
Asset Purchases policy (FIN1-008).

Expense - Expenditures deemed to have a useful life no longer than the current fiscal year are
charged as expenses in the current year. Expenses are those Expenditures that are not treated
as capital per the Capitalization/Expensing of Asset Purchases policy (FIN1 008).

External Investment Manager Fees - Those fees paid to external investment managers. Fees
are based on assets under management.

20



Forecast -- A report that compares the year-to-date expenditures with the expected expenditures
for the rest of the fiscal year.

Investment Costs — Internal and external costs of the investment function. This includes
Personnel, Investment Related, and Other Operating Expenses.External-costs-of-the-Jnvestment
functien--whish inelude the following, for Budge! purpeses:

Investment-Consulting and-Advisory Services

Custodian-Banking Costs

Master-Recordkeeper-Costs

Trading Costs Analyses

Services prowding investmentand/or ranager researeh

Berchmark:ng/perdormance comparisens

Irvestment Costs do notinclude-other internal costs-related-to-the-trvestment function:

Investment Plan -- A formal submission made to the SERS Retirement Board by the Investment
Department, including departmental organizational plans as well as proposed asset allocation
strategies. The Investment Plan is the basis of the Presentation of Investment Costs and External
Manager Fees.

Limited Liability Company (LLC) -- A separate legal entity that maintains separate accounts,
separate internal financial statements, and whose administrative budget is presented separately
from the administrative budget of SERS.

Major Category -- The highest level grouping of Administrative Expenditure accounts. Multiple
Cost Centers may share account numbers in a Major Category, or a Major Category may be
reserved for the use of one Cost Center. For example, multiple Cost Centers use Personnel
Services.

Minor Category -- A subcategory grouping of accounts within a Major Category. Multiple Cost
Centers may share account numbers in a Minor Category. For example, multiple Cost Centers
use the Insurance Minor Category in the Personnel Services Major Category. The Minor
Categories correspond roughly to the line items shown in the CAFR_(Comprehensive Annual
Financial Report).

ORSC — Acronym used in reference to the Ohio Retirement Study Council. This legislative body
provides oversight and advise and inform the state leqgislature on all matters relating to the
benefits, funding. investment, and administration of the five state retirement systems in Ohio.

Revision -- If, during the course of a fiscal year, expenses or capital purchases are forecast to
exceed the authority granted by the original Budget, the Board shall be requested to formally
approve a Revision. A Revision must be approved by the Board.

Transfer -- The tranéaction by which a budgeted amount is moved from one Major Category to
another, making no change to the total budget, or an annual transaction between SERS and an
LLC.

Variance -- When the expenditures in an account differ from the amounts budgeted for that
account.

Variance Report or Year-to-Date Expenditure Report -- The report which shows the actual
expenditures during a stated month and during the year-to-date through that month compared to
the year-to-date budgeted expenditures and the fiscal year budgeted expenditures.
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Related Documents and Information

Statutes: 3309.03 and 3309.041

Rules: N/A

Document Links: Purpose, Policy, Procedure, Definitions, Related Documents, Policy History
Forms:

Policy History

Version 1 — March 22, 2005 — Created — Approved by Jim Winfree
Version 2 — February 6, 2013 — Edited — Approved by Lisa Morris
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LEGISLATIVE REPORT

STATE LEGISLATION BOARD REPORT
133 General Assembly
(Prepared by Chris Collins as of September 4, 2020)

HB326 PUBLIC EMPLOYEE RETIREMENT-DISABILITY BENEFIT Adam Miller (D — Columbus) To allow
a Public Employees Retirement System or School Employees Retirement System disability benefit
recipient elected to certain offices to continue receiving a disability benefit during the term of office.

Current Status: 11/12/2019 House Insurance, (First Hearing)

HCR13 GENDER REPRESENTATION Thomas West (D- Canton), Sara Carruthers (R-Hamilton) - To
encourage equitable and diverse gender representation on the boards and in senior management of Ohio
companies and institutions.

Current Status: 11/12/2019 House Civil Justice, (Second Hearing)

HB46 STATE GOVT EXPENDITURE DATABASE Dave Greenspan (R- Westlake) - To require the
Treasurer of State to establish the Ohio State Government Expenditure Database

Current Status: 01/22/2020 Substitute Bill Accepted

HB530 OPERS PROTECTION Diane Grendell (R- Chesterland) - Regarding state retirement system
fiduciary duties, Public Employees Retirement System management fees and employee pay, and creating
the Committee on Pension Salaries and Fees

Current Status: 03/10/2020 Referred to Financial Institutions Committee

HB514 BROADCAST RETIREMENT BOARD MEETINGS Brigid Kelly (D - Cincinnati) Haraz Ghanbari (R
— Perrysburg) - To require the state retirement systems to publicly broadcast board meetings.

Current Status: 03/10/2020 Referred to Financial Institutions Committee

HB515 RETIREMENT SYSTEMS - FINANCIAL DISCLOSURES Brigid Kelly (D - Cincinnati) Haraz
Ghanbari (R — Perrysburg) - To require the boards of the state retirement systems to disclose certain
financial information regarding alternative investments.

Current Status: 03/10/2020 Referred to Financial Institutions Committee
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HB516 FORMER STATE RETIREMENT PERSONNEL Brigid Kelly (D - Cincinnati) Haraz Ghanbari (R —
Perrysburg) Regarding the prohibition against the state retirement systems doing business with a former
state retirement system employee, officer, or board member.

Current Status: 03/10/2020 Referred to Financial Institutions Committee

HB197 OMNIBUS MEASURES ON CORONAVIRUS Jena Powell (R-Arcanum) Derek Merrin (R-
Monclova) To continue essential operations of state government and maintain the continuity of the state
tax code in response to the declared pandemic and global health emergency related to COVID-19, to
make appropriations, and to declare an emergency.

Current Status: 03/27/2020 SIGNED BY GOVERNOR; eff. 3/27/20
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FEDERAL LEGISLATION BOARD REPORT
116" United States Congress
(Prepared by Chris Collins as of September 4, 2020)

H.R. 141

SPONSOR: Rep. Rodney Davis (R-IL)

LAST ACTIONS: House - 01/31/2019 Referred to the Subcommittee on Social Security
CAPTION: Social Security Fairness Act of 2019

COMMENT: Repeals the GPO and WEP. 255 co-sponsors; nine Ohioans

S. 521

SPONSOR: Sen. Sherrod Brown (D-OH)

LAST ACTIONS: Senate - 02/14/2019 Referred to Committee on Finance
CAPTION: Social Security Fairness Act of 2019

COMMENT: Repeals the GPO and WEP. 38 co-sponsors.

H.R.3934

SPONSOR: Rep. Kevin Brady (R-TX)

LAST ACTIONS: House - 07/24/2019 Referred to the House Committee on Ways and Means.
CAPTION: To amend title Il of the Social Security Act to replace the windfall elimination provision with a
formula equalizing benefits for certain individuals with non-covered employment, and for other purposes.

COMMENT: 48 co-sponsors; three Ohioans

H.R.4540

SPONSOR: Rep. Richard Neal (D-MA)

LAST ACTIONS: House - 09/27/2019 Referred to the House Committee on Ways and Means.
CAPTION: To amend title Il of the Social Security Act to provide an equitable Social Security formula for
individuals with non-covered employment and to provide relief for individuals currently affected by the
Windfall Elimination Provision.

COMMENT: 143 co-sponsors; four Ohioans

H.R.4763

SPONSOR: Rep. Kaptur, Marcy (D-OH)

LAST ACTIONS: House - 10/18/2019 Referred to the House Committee on Energy and Commerce.
CAPTION: To extend the limited wraparound coverage pilot program for an additional 5 years, and for
other purposes.

COMMENT: Eight co-sponsors, all of whom are Ohioans.

H.R.748

SPONSOR: Courtney, Joe (D-CT)

LAST ACTION: 03/27/2020 Became Public Law No: 116-136.

CAPTION: CARES Act (Coronavirus Aid, Relief, and Economic Security Act)

COMMENT: Initially introduced as a repeal of the health care “Cadillac Tax.” 369 co-sponsors; 14
Ohioans. Ultimately became vehicle for COVID-19 relief legislation.
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S. 2543

SPONSOR: Grassley, Chuck (R-IA)

LAST ACTION: Senate - 09/25/2019 Placed on Senate Legislative Calendar under General Orders.
Calendar No. 225.

CAPTION: The Prescription Drug Pricing Reduction Act (PDPRA)

COMMENT:This bill alters several programs and requirements relating to the prices of prescription drugs
under Medicare and Medicaid. No co-sponsors.

H.R.3 -

SPONSOR: Pallone, Frank (D-NJ)

LAST ACTION: Senate - 08/13/2020 Read the first time. Placed on Senate Legistative Calendar under
Read the First Time.

CAPTION: The Elijah E. Cummings Lower Drug Costs Now Act.

COMMENT: This bill establishes several programs and requirements relating to the prices of prescription
drugs, health care coverage and costs, and public health. 106 co-sponsors
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MEMORANDUM

To: Chris Collins, SERS Government Relations Officer
From: Carol Nolan Drake, Federal Liaison

Date: September 2, 2020

Re: Federal Legislative and Regulatory Report

OVERVIEW

Highlights for July and August include: continued debate in the House, Senate and Trump
administration on the scope of additional legislation to address the pandemic; the issuance of several
executive orders by the President until Congress passes legislation; proposed rules that could impact
institutional investors; discourse on changes at the U.S. Postal Service that may impact mail-in voting;
outreach to the Ohio delegation offices and Committee staff to provide an updated analysis on the
potential cost for changes to the structure of Medicare Part D plans and rebates; and the language in the
House report from the Committee on Appropriations for reporting on Limited Wraparound Plans.

The House of Representatives has been on recess and will return on Tuesday, September 8.
Several hearings of interest are scheduled, both in a virtual and hybrid (virtual and in person) format as
the House works through its appropriations bills and other priorities. House Majority Leader Steny Hoyer
(D-MD) has scheduled Committee work days from September 8 through September 11. Voting days have
been placed on the calendar starting on Monday, September 14 through September 30. Hearings of
interest include:
e Committee on Financial Services
o Subcommittee on Diversity and Inclusion
Virtual Hearing - Holding Financial Regulators Accountable for Diversity and Inclusion:
Perspectives from the Offices of Minority and Women Inclusion
Tuesday, September 8 at Noon
o Full Committee
Virtual Hearing - The Need for Financial Aid to America's States and Territories During
the Pandemic: Supporting First Responders. Assisting Schools in Their Efforts to Safely
Educate, and Preventing Mass Layoffs
Thursday, September 10 at Noon
o Subcommittee on Investor Protection, Entrepreneurship and Capital Markets
Virtual Hearing - Insider Trading and Stock Option Grants: An Examination of Corporate
Integrity in the Covid-19 Pandemic
Thursday, September 17 at Noon

The Senate has been on recess since mid-August and will return on Tuesday, September 8.
Senate President Mitch McConnell (R-KY) delayed the start of the August recess in case a deal on the
next coronavirus package emerged. When no agreement was in sight, Senator McConnell released the
Senators, reminding them that they would be given a 24-hour notice to return to Washington, D.C. if a
deal was reached. The Senate has state work periods on the calendar for September 28 through
September 29. The Senate is expected to return on September 30, if necessary, for any last minute votes
on the federal budget, which will expire at midnight. One hearing of interest has been scheduled:
e Banking, Housing and Urban Affairs
http://www.banking.senate.qgov/public
o Hearings to examine the status of the Federal Reserve emergency lending facilities
Wednesday, September 9 at 10:00 a.m.

The effort to reach a deal on the next piece of COVID-19 relief legislation continued throughout
August, however, neither the House, Senate nor administration could find common ground on the
terms in the bill, the priorities for relief, or the right funding level. At one point, the parties were
approximately $2 trillion apart. In a hopeful breakthrough, it was reported on August 31 that Secretary of
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the Treasury, Steven Mnuchin, indicated that the President wanted Congress to pass more relief for
workers, schools and small businesses than the Senate had previously considered in its $1 trillion
proposal. Talks will continue.

Democrats have been alarmed with the lapse of several targeted programs for coronavirus relief
that were enacted earlier this year. One of them was the expiration on July 31 of the moratorium for
landlords to evict renters who could no longer make timely rent payments. On September 1, President
Trump indicated that he would direct the Centers for Disease Control and Prevention (CDC) to
temporarily halt COVID-19 related evictions through the end of 2020. According to the press release,
“[U]nder the CDC Order, American renters who meet certain conditions cannot be evicted if they have
affirmatively exhausted their best efforts to pay rent, seek Government rental assistance, and are likely to
become homeless due to eviction.”

https://www.whitehouse.gov/briefings statements/president-donald-j-trump-working-stop-evictions-protect-
americans homes-covid-19 pandemic/

The President issued four executive orders on August 8, relating to an extension of federal
unemployment claims relief, assistance to renters and homeowners, a payroll tax deferral until the
end of the year and student loan relief during the pandemic. The executive order for a payroll tax
deferral commenced on September 1 for employees that make less than $4,000 biweekly.

On August 28, the Internal Revenue Service (IRS) issued guidance to help employers, who decide
to participate, deal with the terms of the executive order. In the publication the IRS said:

e The Secretary has determined that employers that are required to withhold and pay the employee
share of social security tax under section 3102(a) or the railroad retirement tax equivalent under
section 3202(a) are affected by the COVID-19 emergency for purposes of the relief described in
the Presidential Memorandum and this notice (Affected Taxpayers).

e An Affected Taxpayer must withhold and pay the total Applicable Taxes that the Affected
Taxpayer deferred under this notice ratably from wages and compensation paid between January
1, 2021 and April 30, 2021 or interest, penalties, and additions to tax will begin to accrue on May
1, 2021, with respect to any unpaid Applicable Taxes. If necessary, the Affected Taxpayer may
make arrangements to otherwise collect the total Applicable Taxes from the employee.

This all means that if employers begin to withhold the Social Security payroll taxes that
employees generally pay for a period of four months, the employees may see more take home pay
this fall. However, employees are still obligated to pay the taxes that were deferred starting next year.
The deferred taxes would have to be added back into an employee’s paycheck, along with the reinstated
payroll tax, in the first four months of 2021. The U.S. Chamber of Commerce and 33 national
organizations expressed concern with the terms of the executive order, asking the administration,
Speaker Pelosi and Senate Majority Leader McConnell for more clarity. Links to the IRS publication and
Chamber, et al. letter are here: hitps://www.irs.gov/pub/irs drop/n-20-65.pdf
https://www.uschamber.com/letters-congress/coalition-ietter-the-executive-order-deferring-payroll-tax-

obligations

President Trump commented that if he would win reelection, the payroll taxes owed under this
temporary deferral would be forgiven and would be one area for possible elimination. The payroll
tax supports the Social Security and Medicare Trust Funds as you know. The House Select Sub-
committee on the Coronavirus Crisis, held a hearing on September 1 to question Treasury Secretary
Steven Mnuchin. According to The Hill, “Mnuchin reiterated that Trump plans to ask for authority from
Congress to forgive the deferred taxes. Any legislation Congress passes to forgive the deferred payroll
taxes would include a transfer from the general fund to make the Social Security trust fund whole again.”

U.S. Postal Service

The Postal Service recently became a focus of both Republicans and Democrats as concerns
were raised on the increased frequency of delayed mail, mail order prescription drugs not
reaching veterans and seniors in a timely way and the increased usage of mail-in ballots for
voting purposes. Postmaster General Louis DeJoy testified before the Senate Committee on Homeland
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Security and Governmental Affairs on August 21 and the House Committee on Oversight on August 24.
During his testimony, Postmaster General DeJoy defended the cost-cutting measures that were put in
place by him and his predecessor, including reducing overtime, removing mail-sorting equipment and
stand alone mail boxes in certain areas. He indicated that the Postal Service was continuing to run at a
significant loss and the changes were necessary.

The concerns have caused many states and Congress to take action. At least 20 states thus far have
filed lawsuits against the U.S. Postal Service and Postmaster General Louis DeJoy, seeking to block
service changes that the states’ Attorneys General say are intentional efforts to keep voters from mailing
in their ballots for elections this fall. https://www.forbes.com/sites/alisondurkee/2020/08/25/more-than-20-
states-attorneys-general-suing-postal-service-usps-changes-despite-dejoy-reversal/#77e8765c4533

In a news release issued on August 21, Senator Sherrod Brown (D-OH), and Reps. Marcy Kaptur
(D-OH), Marcia Fudge (D-OH) and Tim Ryan (D-OH) requested that the Ohio Controlling Board
approve a proposal to prepay postage for absentee ballots for the upcoming 2020 General
Election. In their letter, they said, “In order to preserve access to our democratic process, we must do all
that we can to ensure that health concerns do not prevent any Ohioan from casting a vote.” The
Controlling Board delayed the decision until a later date, after Ohio Secretary of State Frank LaRose
requested approval to provide postage-paid envelopes with absentee ballots.

https://www brown.senate.gov/newsroom/press/release/brown-kaptur-fudge-ryan-urge-ohio-controlling-
board-to-approve-prepay-postage-for-absentee-ballots

On August 11, Rep. Carolyn B. Maloney (D-NY), the Chairwoman of the Committee on Oversight
and Reform, introduced H.R. 8015, the “Delivering for America Act.” The bill had 222 cosponsors
including Ohio Reps. Joyce Beatty, Tim Ryan, Marcy Kaptur and Marcia Fudge, all Democrats. The bill
would “maintain prompt and reliable postal services during the COVID-19 health emergency” and prohibit
the Postal Service from implementing any changes to the operations or level of service it had in place on
January 1, 2020, until the COVID-19 pandemic has ended. It included $25 billion in funding for the Postal
Service. The bill was passed out of the House (257-150) on August 22 with an interesting split vote by
Ohio’s delegation, with 4 Republicans and 4 Democrats supporting it. The Yeas were Reps. Joyce,
Balderson, Beatty, Kaptur, Ryan, Fudge, Stivers and Turner. The Nays were all Republicans, including
Reps. Gonzalez, Latta, Chabot, Jordan, Davidson, Johnson and Wenstrup. Rep. Gibbs (R-OH) was listed
as not voting. The Senate has not taken up the bill.

CORONAVIRUS LEGISLATION

According to The Hill, a bipartisan group of 20 House members wrote to Speaker Pelosi and
Senate Majority Leader McConnell on August 17 to “improve the diversity of the coronavirus relief
oversight panel to address the recession’s unique toll on minorities and women.” The members
believed that Congress should expand the Congressional Oversight Commission, a five-person entity,
created under the Coronavirus Aid, Relief and Economic Security (CARES) Act with oversight for the
$500 billion distributed by the Federal Reserve and Treasury. Reps. Joyce Beatty (D-OH) and Anthony
Gonzalez (R-OH) were two of the cosigners. A copy of the full letter may be read here:
https://beatty.house.qov/sites/beatty.house.qgov/files/Final-%20CaresOversightCommission-D%26I-

81720.pdf

As reported, Reps. Anthony Gonzalez (R-OH) and Marcia Fudge (D-OH) introduced H.R. 7029, a bill
to facilitate the re-opening of schools through study of children's role in transmitting SARS-CoV-
2, and for other purposes. The bill has 24 cosponsors, including Reps. Tim Ryan (D-OH), David Joyce
(R-OH), Joyce Beatty (D-OH), and Steve Stivers (R-OH). The bill is entitled, “Protect our Children from
COVID-19 Act,” and is “aimed at helping schools to reopen safely in the fall by providing much needed
research on the role children play in transmitting the COVID-19 virus.” The bill has not moved.

EDUCATION

On August 25, Rep. Mike Turner (R-OH) issued a Twitter release that he was “proud to be the first
Republican to support @RepMarciaFudge's “Examining Educational Redlining in Lending Act.”
Under no circumstances should someone’s borrowing rate be higher because they attend a school that
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primarily serves minorities.” The bill, H.R. 8039, would require the Bureau of Consumer Financial
Protection to conduct an assessment of the use of certain educational data in determining the
creditworthiness of an applicant, and for other purposes. Rep. Joyce Beatty (D-OH) has also
cosponsored the bill. It has been referred to the Committee on Financial Services.

SERS ADVOCACY ON EXECUTIVE ORDER/ PDPRA/ WRAPAROUND PLAN

On August 25, SERS sent an updated analysis to the offices of Senators Rob Portman (R-OH) and
Sherrod Brown (D-OH) in response to a conference call with Senator Portman’s office. The analysis
was shared with majority and minority staff members from the Senate Committee on Finance and the
Ohio House members. During the conference call, the Legislative Aide mentioned that information to
“turn the dial in a different direction,” to lower drug prices without an impact on plans sponsors, would be
useful. SERS agreed to re-review the savings component from the Congressional Budget Office’s cost
estimate for S. 2543, the “Prescription Drug Pricing Reduction Act" (PDPRA).

SERS looked into the CBO’s scoring with regard to the Medicare Part D modernization redesign,
maximum monthly cap on cost sharing payments, requiring pharmacy negotiated price
concessions, payment, and fees to be included in negotiated prices at the Point-of-Sale under Part
D, and the Medicare Part D Rebate by MFR for certain drugs with prices increasing faster than
inflation. The updated analysis confirmed that SERS, under the EGWP model, could lose revenue that,
without clear replacement, represents a $90 per member per month cost in premium increases and/or
cost sharing. The conclusion said, "Downward pressure on future pricing does not impact current revenue
losses.” SERS and | heard back from Senator Portman’s Legislative Aide that the information would be
taken into consideration if the Senate bill moved forward this year.

The advocacy on the reauthorization of Limited Wraparound Plans has continued. The House
Committee on Appropriations and then the full House, on July 31, passed H.R. 7617, the Defense,
Commerce, et al, Labor, Health and Human Services, Education, Transportation, Housing and Urban
Development Appropriations Act of 2021. The bill passed with a vote 217-197. All Ohio Democrats
supported the bill; all Ohio Republicans voted against it.

In the Committee Report, which is 384 pages in length, language on Limited Wraparound

Plans begins on page 164 and continues on page 165:
Limited Wraparound Coverage.—The Committee is deeply concerned that the Administration did
not extend the limited wraparound coverage pilot program or make the program permanent.
This failure has caused significant uncertainty for patients who depended on this program for
several years. The Committee directs CMS to submit a report within 90 days of enactment of this
Act outlining a plan to ensure that participants impacted by the expiration of the pilot program will
receive benefits equivalent to those of the limited wraparound coverage program. This report
should include an analysis of the outcomes of the pilot program and an explanation
for CMS’s decision not to extend it.

We anticipate that similar language will be included in the Senate Appropriations bill. SERS and |
will continue to pursue legislative authority under the bipartisan bill, H.R. 4763, or identify other vehicles
for Wraparound Plan reauthorization language.

WINDFALL ELIMINATION PROVISION (WEP)

Rep. Richard Neal (D-MA), Chairman of the House Committee on Ways and Means, survived a
primary challenge on Tuesday, September 1, which will allow him another term in the House next
year. There is not a Republican opponent for the district in the November election so he is the inherent
winner.

Both Chairman Neal and Ranking Member Kevin Brady (R-TX), House Committee on Ways and
Means, have continued to say they would like WEP reform to be addressed by the end of the year.
Chairman Neal (D-MA), introduced his WEP reform bill, H.R. 4540, the “Public Servants Protection and
Fairness Act” last September. The bill has 143 cosponsors, including Reps. Marcy Kaptur (D-OH), Tim

30



Ryan (D-OH), Joyce Beatty (D-OH) and Marcia Fudge (D-OH). Rep. Brady's bill, H.R. 3934, has 48
cosponsors now, including Reps. Gonzalez (R-OH), Turner (R-OH) and Latta (R-OH).

H.R. 141, the “Social Security Fairness Act of 2019,” which addresses the full repeal of WEP and
GPO, has not been passed, however, the bill now has 255 cosponsors, made up of 196 Democrats
and 59 Republicans, including nine Ohio members, Reps. Tim Ryan (D-OH), David Joyce (R-OH), Steve
Stivers (R-OH), Bob Gibbs (R-OH), Marcy Kaptur (D-OH), Michael Turner (R-OH), Marcia Fudge (D-OH),
Joyce Beatty (D-OH) and Troy Balderson (R-OH).

Senator Sherrod Brown (D-OH) introduced the Senate companion bill, S. 521, the “Social Security
Fairness Act,” last February. The bill would fully repeal the WEP and GPO. There are still 38
cosponsors, including 31 Democrats, 5 Republicans and 2 Independents. Senator Rob Portman (R-OH)
is not one of the cosponsors and there has been no action in the Senate Committee on Finance.

SOCIAL SECURITY ADMINISTRATION (SSA)

Social Security celebrated its 85" anniversary on August 14. The American Association of Retired
Persons (AARP) commissioned a study to recognize the milestone. The key findings were:
e A strong majority (96%) of Americans say that Social Security is an important program.
e More than half (56%) indicated that Social Security is more important during the pandemic that it
was before the pandemic started.
e Few agree that the program is driving up the deficit and the vast majority are reluctant to reduce
benefits for solvency.
e A majority Americans (82%) say they will rely on Social Security at least somewhat for their
retirement income, but fewer than half (39%) say they will or do rely on Social Security the most
out of all income sources for retirement.

The full report may be viewed here:
https://www.aarp.org/research/topics/economics/info 2020/social-security-anniversary-survey.html

On August 24, Stephen Goss, the chief actuary for the Social Security Administration, responded
to a request for information from Senators Chris Van Hollen (D-MD), Bernie Sanders (I-VT), Ron
Wyden (D-OR), and Senate Minority Leader Charles Schumer (D-NY). In his letter, Mr. Goss indicated
that he is providing an actuarial answer to the hypothetical questions related to what would happen if the
“payroll tax rate paid by employers, employees, and self-employed individuals went to zero percent for
the Federal Insurance Contributions Act (FICA) payroll taxes and Self-Employment Contributions Act
(SECA) taxes that fund Social Security’s Old Age and Survivors Insurance (OASI) Trust Fund and
Disability Insurance (DI) Trust Fund. This hypothetical legislation would apply for all earnings paid on
January 1, 2021 and thereafter.” Of course, the Democratic Senators were seeking an opinion if
President Trump would try to seek a full repeal of payroll taxes if he is reelected.

In his letter, Actuary Goss said:
If this hypothetical legislation were enacted, with no alternative source of revenue to replace the
elimination of payroll taxes on earned income paid on January 1, 2021 and thereafter, we
estimate that DI Trust Fund asset reserves would become permanently depleted in about the
middle of calendar year 2021, with no ability to pay DI benefits thereafter. We estimate that
OASI Trust Fund reserves would become permanently depleted by the middle of calendar
year 2023, with no ability to pay OASI benefits thereafter.

The full analysis may be read here:
https://www.ssa.gov/oact/soivency/VanHollenSandersWydenSchumer 20200824 .pdf

The predictions whether Social Security will offer a cost-of-living adjustment (COLA) in 2021 are
coming in, centered on whether the economic conditions of the pandemic and low inflation will
impact the COLA calculation. According to David Cernter, the director of Legislative Policy for AARP,
“We have a shot at somewhere between 0.5 percent and even as high as 1 percent,” starting in January
2021. Social Security usually announces the COLA in the fall.
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H.R. 860, the “Social Security 2100 Act,” introduced in January 2019 has 208 cosponsors as of
this date, who are all Democrats. Two Representatives withdrew from the bill. All the members of
Ohio’s Democratic delegation are cosponsors, Reps. Joyce Beatty, Marcia Fudge, Tim Ryan, and Marcy
Kaptur. The identical Senate bill is S. 269, introduced by Senator Richard Blumenthal (D-CT). Senator
Chris Van Hollen (D-MD) is still the only cosponsor. Neither bill has advanced.

H.R. 2302, the “Protecting and Preserving Social Security Act,” introduced by Rep. Theodore
Deutsch (D-FL) still has only eight cosponsors, including Rep. Marcy Kaptur (D-OH). This bill, like
H.R. 860, would make improvements in the old-age, survivors, and disability insurance program and
provide for Social Security benefit protection. It has not moved forward either.

HHS/ MEDICARE AND MEDICAID
On August 7, Executive Director Richard Stensrud sent a letter to HHS Secretary Alex Azar to
provide information on the President’s Executive Order entitled “Lowering Prices for Patients by
Eliminating Kickbacks to Middlemen.” In his letter, Executive Director explained how SERS utilizes the
rebates it receives and the use of a pharmacy benefit manager. He said:
We were pleased to see the inclusion of language to protect retirees from higher Medicare
premiums, or total out-of-pocket costs. The proposed rule changes would, however, increase
our retirees’ premiums by at least $45 per member/per month. Because the $20 million in
rebates are directly applied to member benefits, SERS already protects enrollees from substantial
out-of-pocket costs.

SERS has not received a response to the letter yet. Other plan sponsors that are members of the
Public Sector HealthCare Roundtable asked if they could model their own letter after the SERS letter.

HHS announced a proposed rule, the Medicare Coverage of Innovative Technology (MCIT), which
the agency said would create a new and faster way for innovative medical technologies to receive
coverage under Medicare. The proposed rule would create a new, accelerated Medicare coverage
process for innovative products that the FDA deems “breakthrough.” Medicare would provide national
coverage simultaneously with FDA approval, for a period of four years. After that time, CMS may
reevaluate the device based on clinical and real-world evidence in health outcomes among Medicare
beneficiaries. https://www.cms.gov/newsroom/press-releases/cms-acts-spur-innovation-americas-seniors

Neither H.R. 1346, the “Medicare Buy-In and Health Care Stabilization Act of 2019,” a bill with 51
Democratic cosponsors, to provide individuals who are ages 50 to 64 to buy into Medicare,” nor S.
470, the “Medicare at 50 Act,” with 20 Democratic cosponsors, the companion Senate bill that Senator
Sherrod Brown (D-OH) co-sponsored, has advanced.

HEALTH CARE

The U.S. Supreme Court has set oral argument on the Trump administration lawsuit to declare that
the entire Affordable Care Act (ACA) is unconstitutional. The oral argument will be held on Tuesday,
November 10, one week after the presidential election. The decision could take several months.

On June 22, Rep. Marcy Kaptur (D-OH) and Rep. Bob Gibbs (R-OH) introduced H.R. 7292, a bill to
amend title XVII! of the Social Security Act to provide for forgiveness of certain accelerated and
advance payments under parts A and B of the Medicare program. The bill is purported to help
hospitals avoid financial insolvency after they scaled back non-essential surgeries and treatments during
the COVID-19 pandemic. Other Ohio delegation cosponsors are Reps. Balderson, Gonzalez, Ryan,
Beatty, Fudge, Turner, Joyce, and Stivers.

As reported, S. 3333, the “Human Trafficking and Exploitation Prevention Training Act of 2020,”
was introduced by Senator Lisa Murkowski (R-AK) to “amend the Public Health Service Act to provide
for the implementation of curricula for training students, teachers, and school personnel to understand,
recognize, prevent, and respond to signs of human trafficking and exploitation in children and youth, and
for other purposes.” There are 15 cosponsors but not Ohio Senators Brown or Portman.
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PRESCRIPTION DRUGS

The bill introduced by Rep. Dave Joyce (R-OH), H.R. 5239, the “Prescription Drug Price Reporting
Act,” cosponsored by Rep. Anthony Gonzalez (R-OH), would require reporting on prescription
drug expenditures under group health plans and prescription drug price changes. The companion
bill in the Senate, S.1664, was introduced by Senator Rick Scott (R-FL). The bill would create a public,
consumer-friendly federal database of drug pricing information and compels drug companies to explain
any price increases. Neither bill has moved forward.

DEPARTMENT OF LABOR (DOL)

The U.S. Department of Labor has released two proposed rules that are of interest to public
pension plans. On June 23, the DOL issued a proposed regulation addressing fiduciaries’ duties under
the Employee Retirement Income Security Act of 1974 (ERISA) when considering investments that
include environmental, social, and/or governance (ESG) factors. During the 30 day comment period, over
8,700 comments were received. A team at Morningstar analyzed all the comments and an overwhelming
number (95%) were opposed to the proposed rule. The breakdown is here:
https://www.morningstar.com/articles/998787/sustainability-matters-overwhelming-opposition-to-
proposed-regulation-limiting-the-use-of-esg-in-retirement-plans

The second proposed rule would address the application of the prudence and exclusive purpose
duties under ERISA with respect to proxy voting and exercises of other shareholder rights.

The proposed rule, issued at the end of August, would amend the Department’s longstanding “Investment
duties” regulation at 29 CFR 2550.404a-1. The Department said “The proposal is designed to address
those issues through a notice and comment rulemaking process that will build a public record to help the
Department develop an improved investment duties regulation with the goal of ensuring plan fiduciaries
execute their ERISA duties in an appropriate and cost-efficient manner when exercising shareholder
rights.” There is a short 30 day comment period. The proposed rule may be reviewed here:
https://www.dol.gov/sites/dolgov/files/ebsa/temporary-postings/fiduciary-duties-regarding-proxy-voting-
and-shareholder-rights.pdf

RETIREMENT SECURITY

On August 18, the DOL issued an interim final rule for retirement plans that will “help workers
determine their ability to retire by allowing them to estimate how their current savings in a 401(k)-
type plan might translate into lifetime monthly payments.” The rule implements section 203 of the
Setting Every Community Up for Retirement Enhancement (SECURE) Act of 2019. A copy of the news
release may be read here: htips://www.dol.gov/newsroom/releases/ebsa/ebsa20200818

SECURITIES AND EXCHANGE COMMISSION (SEC)

Two Commissioners were sworn in after the confirmation of their nominations by the Senate.
Caroline Crenshaw was appointed and Hester Peirce was reappointed with terms expiring on June 5,
2024 and June 5, 2025, respectively. The SEC will remain in telework mode until at least December 1.

With the decision by the SEC to move forward on the proxy advisory rule, Institutional
Shareholder Services (ISS) announced that it intends to resume its lawsuit against the SEC. The
suit was put on hold by agreement of both parties as the SEC considered the rule change.

On August 26, the SEC announced that it voted to adopt amendments to modernize the
description of business (ltem 101), legal proceedings (Iltem 103), and risk factor disclosures (ltem
105) that registrants are required to make pursuant to Regulation S-K. The full notice may be read
here: https://www.sec.gov/news/press-release/2020-192

Also, on August 26, the SEC announced that it approved amendments to the “accredited investor”
definition, “one of the principal tests for determining who is eligible to participate in our private
capital markets.” Please see more detail here: https://www.sec.gov/news/press-release/2020-191

The Council of Institutional Investors (Cll) filed a notice on August 31 with the SEC, objecting to
the proposal from the New York Stock Exchange to let companies raise capital through direct
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listings. The SEC approved the plan, however, due to the challenge, the SEC has stayed the change.
Previously, companies had only been permitted to use the process for existing investors to sell shares.
More detail may be read here:

https.//www.cii.org/files/issues and advocacy/correspondence/2020/Augqust%2031%202020%20%20lett
er%?20t0%20SEC-AB.pdf

The SEC announced that it will hold a virtual open meeting on September 16. It will consider
“whether to modernize and enhance the efficiency of the shareholder-proposal process for the benefit of
all shareholders by adopting amendments to certain procedural requirements for the submission of
shareholder proposals and the provision relating to resubmitted proposals under Rule 14a-8."

The Securities and Exchange Commission's Investor Advisory Committee will hold a virtual public
meeting on September 24. The Committee will hold two panel discussions: a discussion regarding self-
directed IRAs, and a discussion regarding minority community investor inclusion.

REPORTS
On August 18, the Center for Retirement Research at Boston College issued an update entitled,
“The Status of Local Government Pension Plans in the Midst of COVID-19.” The key findings are:

o Despite the recent market recovery, during fiscal year 2020, local government pension
plans will see virtually no change in their average funded ratio.

e Going forward, the strains on government finances due to the recession could make it
harder for localities to pay their required pension contributions.

e Projections show that local plans are quite sustainable on a cash-flow basis. Most can
pay benefits indefinitely at their current contribution levels. The only exceptions are the
very worst-funded plans, which face the real risk of exhausting their assets.

The full update may be read here: https://publicplansdata.org/2020/08/18/the-status-of-local-government-
pension-plans-in-the-midst-of-covid-19/

OTHER NEWS

The Trump administration, under the authority of the U.S. Department of Agriculture, changed
course and will allow summer school meals to continue to be provided until the end of the year.
“The flexibilities allow summer meal program operators to continue serving free meals to all children into
the fall months.” The release may be read here: https://www.usda.gov/media/press-
releases/2020/08/31/usda-extends-free-meals-kids-through-december-31-2020

ACTIVITIES:
1. Drafted a letter for Secretary Azar for review and circulated the final copy to Congressional offices,
Senate Committee on Finance staff members, and Public Sector HealthCare Roundtable contacts.
2. Contacted the Ohio delegation offices to provide a copy of the Azar correspondence and the
Senate offices to share the SERS’ analysis of the CBO scoring for the Senate PDPRA.
3. Contacted the offices of Reps. Marcy Kaptur, David Joyce and Tim Ryan to discuss the language in
the Appropriations report and final bill for Limited Wraparound Plans.
Participated in calls with SERS representatives to discuss health care and pension fund issues.
Attended the NASRA virtual annual conference and the virtual NCPERS Public Pension Forum.
Monitored bills from the Committees on Appropriations, Finance, and others related to public
pensions, COVID-19, retirement security, health care, prescription drugs, Social Security and kept
informed of relevant House and Senate Committee hearings and witnesses.
7. Reviewed bills that were introduced by members of the Ohio delegation or other House/Senate
members on issues that could impact SERS, retirement security and/or health care.
8. Reviewed notices or proposed rules from the SEC, DOL, HHS/CMS, and regulatory agencies.
9. Monitored organizations, such as the Social Security Administration, American Benefits Council,
AHIP, BMA, AARP and other entities on pension, investment, and/or health-care-related issues.
10. Reviewed reports and newsletters from Cll, ICGN, NASRA, NCTR, NCPERS, Public Sector
HealthCare Roundtable, Social Security, and prepared the Federal Legislative Report.

o0k
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EXECUTIVE SESSION

At 11:05 a.m., Barbra Phillips moved and Catherine Moss seconded the motion that the Board go into
Executive Session pursuant to R.C. 121.22 (G)(5) to review applications for Disability Retirement
Benefits. Upon roll call, the vote was as follows: Yea: Barbra Phillips, Jeffrey DeLeone, James Haller,
Matthew King, Catherine Moss, James Rossler, Frank Weglarz, Daniel Wilson and Hugh Garside. The
motion carried.

The Board returned to open session at 11:23 a.m.

HOUSEHOLD INCOME

Executive Director Richard Stensrud provided an update on household income data, noting that this
information is already required for retirees who apply for SERS’ health care premium discount program.
Mr. Stensrud stated that staff will continue to generate more research of recommended methods for
collecting this information and continue the discussion at the next regular Board meeting.

The Board thanked Mr. Stensrud.

SERS’ COST OF LIVING ADJUSTMENT (COLA)

Executive Director Richard Stensrud stated that as a result of HB 49, passed in 2017, SERS' COLA is
now based on the year-to-year change in the Consumer Price Index for Urban Wage Earners (CPI-W),
with a range of 0% to 2.5%, unless the Board chooses to adjust the COLA above or below the CPI-W.
However, any adjustment can only be enacted if the System's actuary determines it will not materially
impair the fiscal integrity of the system or is necessary to preserve the fiscal integrity of the system. Mr.
Stensrud noted that currently, SERS Benefit recipients whose benefit effective date is on or after April 1,
2018, must wait until the fourth anniversary of their allowance or benefit before receiving a COLA.

Mr. Stensrud noted that the Bureau of Labor Statistics reported that the CPI-W number for the year ended
June 30thwas 0.5%. This is the ‘default’ COLA that would be used if the Board chooses to grant a COLA
in 2021 and, if the Board chooses to tie the COLA to the CPI-W rather than some lower/higher number
endorsed by the actuary.

Following discussion, the Board voted to approve a 0.5% COLA for calendar year 2021.

SERS COLA — 2021

Barbra Phillips moved and Catherine Moss seconded that eligible SERS allowances, pensions and
benefits shall receive a 0.5% cost-of-living adjustment in calendar year 2021, which is the per cent
increase in CPI-W as calculated pursuant to R.C. 3309.374(B). Upon roll call, the vote was as follows:
Yea: Barbra Phillips, Jeffrey DeLeone, James Haller, Matthew King, Catherine Moss, James Rossler,
Frank Weglarz, Daniel Wilson and Hugh Garside. The motion carried.

QUARTERLY REVIEW OF BOARD PARAMETERS REPORTING

Executive Director Richard Stensrud and Chief Financial Officer Tracy Valentino discussed with the Board
the quarterly board parameters reporting. As proposed during the July Board meeting, a budget report
that provided information outlining budgeted items/projects of $100,000 or more and the status of the
spending related to those items/projects. The below proposed document represents transparency and
accountability in the budget reporting process as of August 31, 2020.
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FY2021 Administrative Budget
Board Expense to Budget Reporting
Year-to-Date Through August 31, 2020

Budgeted
Major Category/Sub-Major Category Line Item Vendor FY2021 Budget  YTD Expense Y/N? Additional Information
PROFESSIONAL SERVICES $ 6,764,785 $ 84145215
ACTUARIALADVISORS S 390,660 $ 37,952.00
Actuarial Cavanaugh Macdonald 344,660 37,952.00 Y Actuarial Consultant
AUDITING $ 195,020 $ 6,261.20
Auditing RSM US LLP 145,020 5,600.00 Y External Auditor
BANKING FEES $ 1,257,223 $ 162,378.00
Custodial Banking 1,106,543 146,950.98 Y
Huntington/Fifth Third 450,000 41,195.27 Y Domestic Custodian
BNYM 656,543 105,755.71 Y International Custodian
Administrative Banking Huntington National Bank 150,680 15,427.02 Y Banking Services
INVESTMENT RELATED $ 2,818,137 $ [28,752.60
Master Recordkeeper 1,151,600 186,004.69 Y
Investment Consulting & Advisory Services 825,000 108,333.34
Aksia 375,000 33,333.34 Y investment Consulting
Wilshire 450,000 75,000.00 Y Investment Consulting
Performance Analytics Services 704,820 134,414.57
Barra One Risk Mgmt Sys 254,000 59,611.25 Y Investment Risk Analytics
BNY Mellon GRS 414,820 68,803.32 Y Investment Performance Analytics
TECHNICAL $ 2,063,745 $§ 206,108.35
Special Counsel 226,000 5,775.00 Y
Technical 1,252,300 89,286.67
IBM 118,000 29,500.00 Y Data Warehouse
Sagitec 583,200 53,770.42 Y SMART Development Resources
Other Professional Services 585,445 111,046.68

Contoural 100,000 2,536.50 Y Record Retention Project

=0 A T AL

P ENSE

T UFERATING EAFENS e - 5 . 7 o . \ — » 3,004,083 o 43U, -
COMPUTER SUPPORT SERVICES $ 1,808,505 $ 430,856.04
Hardware Maintenance 189,771 51,394.65 Y
Software Maintenance 972,185 223,361.78
Hyland 111,500 107,310.62 Y ImageNow
Dell 188,830 z Y Microsoft Enterprise Agreement
Sagitec 420,000 35,000.00 Y SMART Silver Support
Software Subscription 548,572 156099.61 Y
PROJECT ITEMS
Budgeted
Major Category/Sub Major Category Line Item Project FY2021 Budget  YTD Expense Y/N? AdditionalInformation
PROFESSIONAL SERVICES P E— o=
TECHNICAL
Technical
AWS/Cloud Compute
POC 100,000 - Y Consulting Services
SMART Mobile
Application 100,000 - Y Consulting Services

Other Professional Services

Pension/HC Sustainability 100,000 = Y Consulting Services



ADMINISTRATIVE EXPENSES

The following are administrative operation expenses of the School Employees Retirement System of Ohio during

the period August 1 — August 31, 2020.

Account
Computer Hardware >$5,000

Salaries & Wages

Salaries & Wages - Overtime

Vacation Leave Expense

Sick Leave Expense

Employer Contributions - PERS

Group Life

Long Term Disability

Short Term Disability

Group Health Claims

Vendor

Ahead, LLC

ADP, LLC
ADP, LLC

ADP, LLC
ADP, LLC

ADP, LLC

ADP,LLC

Ohio Public Emp. Retirement System
Ohio Public Emp. Retirement System

American United Life Insurance Company

American United Life Insurance Company

American United Life Insurance Company
American United Life Insurance Company

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Amount

49,643.18
49,643.18

511,503.91
538,986.52
1,050,490.43

887.21
860.42
1,747.63

91,704.95
91,704.95

28,903.63
28,903.63

78,892.55
79,804.38
158,696.93

8,202.02
8,202.02

2,329.57
2,329.57

1,263.16
1,272.74
2,5635.90
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Group Health - Admin Fees

Prescription Claims

Group Health - Stop Loss

Vision Claims

Vision Admin Fees

Group Health - Employee Cost

Group Health - Wellness Incentive

Group Health - Tobacco Premiums

Medicare Premium - Employer

Aetna Daily Wires - ESERS
SaveonSP, LLC

Aetna Admin - ESERS

Express Scripts - ESERS
Express Scripts - ESERS
Express Scripts - ESERS
Express Scripts - ESERS
Express Scripts - ESERS
Express Scripts - ESERS

Sunlife Financial

VSP - (OH)

VSP - (OH)

Employee Premiums
Employee Premiums
Employee Premiums

ADP, LLC
ADP, LLC

ADP, LLC
ADP, LLC

ADP, LLC
ADP, LLC

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

146,349.27
295.75
146,645.02

7,270.29
7,270.29

2,254.04
12,444.46
14,023.50
16,011.12
17,282.69

(39.900.80)
22,115.01

13,356.81
13,356.81

2,566.34
2,566.34

170.28
170.28

(778.44)
(12,997.27)
(13,010.47)
(26,786.18)

1,883.24
1,920.83
3,804.07

(420.00)
(420.00)
(840.00)

7,867.00
8,163.55
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Tuition Reimbursement

Deferred Compensation Match

Actuarial Services

Audit

Custodial Fees - Investment Accounting

Custodial Banking

Master Recordkeeper Fees

Investment Advisory Fees

Performance/Analytics Fee

Bloomberg Terminal Rentals

Rice, Lindsay
Trivette, Courtney

ADP, LLC
ADP, LLC

Cavanaugh MacDonald Consulting, LLC

RSM US LLP

Huntington National Bank
BNY Mellon Asset Servicing

Huntington National Bank

BNY Mellon Asset Servicing

Aksia
Wilshire

BNY Mellon Asset Servicing
Wilshire Associates Incorporated
Wilshire Associates Incorporated

Bloomberg Finance LP

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

16,030.55

606.79
7,500.00
8,106.79

2,385.00
2,385.00
4,770.00

25,952.00
25,952.00

5,600.00
5,600.00

18,333.33
56,000.00
74,333.33

14,907.62
14,907.62

83,333.33
83,333.33

16,666.67
37,500.00
54,166.67

34,401.66
3,000.00
3,000.00

40,401.66

19,215.00
19,215.00
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Medical Consultant

Special Counsel

Technical

Other Professional Services

Postage

Telecommunications Services

Printing Paper

Borchers, M.D., Glen G.

Frost Brown Todd, LLC
Ice Miller LLP
Newhouse,Prophater,Kolman&Hogan LLC

HMB, Inc.
Sagitec Solutions, LLC
Velosio

Contoural, Inc.

Drake, Carol N.

LexisNexis Risk Data Management, Inc
Vorys Advisors LLC

Vorys Advisors LLC

Wickert, Kimberly

Pitney Bowes Inc.
Pitney Bowes Inc.
Pitney Bowes Inc.
Unishippers Association
Unishippers Association
Unishippers Association
Unishippers Association

AT&T

CenturyLink

Nextel Communications
TBG Conferencing
Time Warner Cable
Verizon Wireless

XO Communications

Millcraft Paper Co.

3,333.34
Account Totals: 3,333.34

2,825.00

2,670.00

280.00

Account Totals: 5,775.00

5,280.00

53,770.42

628.75

Account Totals: 59,679.17

2,536.50

3,333.33

1,376.36

3,333.33

3,333.33

93.50

Account Totals: 14,006.35

91.25

63.36

1,763.06

124.50

31.00

31.00

31.00

Account Totals: 2,135.17

43.11

4,103.14

108.23

945.10

171.03

2,064.32

980.61

Account Totals: 8,415.54

3,548.46
Account Totals: 3,548.46
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Communications & Publications

Hardware Maintenance

Software Maintenance

Software Subscriptions

Hardware < $5,000

Equipment Repairs & Maintenance

Equipment Rental

Bindery and Specialties, Inc.
Bindery and Specialties, Inc.
Bindery and Specialties, Inc.

Ahead, LLC
Radiant Technology

EMCOSoftware.com
Micro Focus (US) Inc.
Sagitec Solutions, LLC

ADP, LLC
CDW-Government, Inc.
FastSpring
KLDiscovery

Liquid Web Inc
Logmein GoToMeeting
Mailgun Technologies, Inc
Shi International Corp.
Veracode Inc.
Wellness 1Q

Zoom

Flex - Lenovo Repair Center

Canon Financial Services, Inc
Digital Print Solutions
Millcraft Paper Co.

Ricoh USA, Inc

Ricoh USA, Inc

Ricoh USA, Inc

Quadient

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

368.00
3,055.00
4,010.00
7,433.00

27,394.65
24,000.00
51,394.65

44.40
3,415.00
35,000.00
38,459.40

2,858.99
3,350.00
267.05
1,275.00
263.50
348.39
2,604.00
2,110.00
14,700.00
833.40
245.40
28,855.73

457.26
457.26

1,647.27
369.90
181.89
289.72
389.58
751.00

3,629.36

924.00
924.00

41



Office Supplies & Expenses

Records Storage

Travel & Transportation

Subscriptions

Memberships

Operations Maintenance

Staff Support

Staples Business Advantage

Account Totals:

Vital Records Holdings, LLC

Account Totals:

Panera Bread

Account Totals:

Constant Contact

CoxMedia Group Ohio

Financial Times

Kiplinger Tax Letter

Kiplinger's Retirement Report
SurveyMonkey.com

Thomson Reuters - West Publishing Corp
Wall Street Journal

Account Totals:

AICPA

American Marketing Association

Association of Certified Fraud Examiners
Beamer, George

Bradley, Susan

Central Ohio Organization of Public Purchasers
CFA Institute

Information Systems Security Association
International Facility Management Association
Murta, Scott

National institute of Governmental Purchasing
Thompson, Aaron

Account Totals:

Amtrec, LLC

Northeast Ohio Natural Gas Corp.
South Central Power Company
South Central Power Company

Account Totals:

ADP Screening & Selection Services

314.75
314.75

100.71
100.71

28.58
28.58

225.00
9.99
598.00
76.00
39.95
322.50
201.25
19.49
1,492.18

285.00
149.00
225.00
139.00
400.00
40.00
435.00
120.00
311.00
159.00
190.00
125.00
2,578.00

1,666.00
68.39
853.00
932.00
3,519.39

14.00
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Recruiting Expenses

Interior Landscaping

Vehicle Expense

Reimbursement of Leased Svcs

Total Administrative Expenses

Amazon.com

Certif-A-Gift Company

Cintas Corporation

Matrix Integrated Psychological Services
Menards

Wellness 1Q

Whisman, Andrea

Employee Reimbursement

Employee Reimbursement

LinkedIn Corporation

Ambius Inc. (05)

Advance Auto Parts

OSERS Broad St. LLC

Account Totals:

Account Totals:

Account Totals:

Account Totals:

Account Totals:

20.00
160.00
598.64
587.40
474.66

1,793.46

28.67
1,635.00
1,675.00
6,786.83

553.95
563.95

1,356.37
1,356.37

220.39
220.39

(25.416.67)

(25,416.67)

2,128,953.74
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Summary of preliminary administrative operation expenses during the period August 1, 2020 - August 31,

2020.

Account
Computer Hardware >$5,000

Salaries & Wages

Salaries & Wages - Overtime
Vacation Leave Expense

Sick Leave Expense

Employer Contributions - PERS
Group Life

Long Term Disability

Short Term Disability

Group Health Claims

Group Health - Admin Fees
Prescription Claims

Group Health - Stop Loss

Vision Claims

Vision Admin Fees

Group Health - Employee Cost
Group Health - Wellness Incentive
Group Health - Tobacco Premiums
Medicare Premium - Employer
Tuition Reimbursement

Deferred Compensation Match

Actuarial Services

Amount
49,643.18

1,050,490.43
1,747.63
91,704.95
28,903.63
158,696.93
8,202.02
2,329.57
2,535.90
146,645.02
7,270.29
22,115.01
13,356.81
2,566.34
170.28
(26,786.18)
3,804.07
(840.00)
16,030.55
8,106.79
4,770.00

25,952.00
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Audit

Custodial Fees - Investment Accounting

Custodial Banking

Master Recordkeeper Fees
Investment Advisory Fees
Performance/Analytics Fee
Bloomberg Terminal Rentals
Medical Consultant

Special Counsel

Technical

Other Professional Services
Postage

Telecommunications Services
Printing Paper
Communications & Publications
Hardware Maintenance
Software Maintenance
Software Subscriptions
Hardware <$5,000

Equipment Repairs & Maintenance
Equipment Rental

Office Supplies & Expenses
Records Storage

Travel & Transportation

5,600.00

74,333.33

14,907.62

83,333.33

54,166.67

40,401.66

19,215.00

3,333.34

5,775.00

59,679.17

14,006.35

2,135.17

8,415.54

3,5648.46

7,433.00

51,394.65

38,459.40

28,855.73

457.26

3,629.36

924.00

314.75

100.71

28.58
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Subscriptions
Memberships
Operations Maintenance
Staff Support

Recruiting Expenses
Interior Landscaping

Vehicle Expense

Reimbursement of Leased Svcs

Total Administrative Expenses

1,492.18

2,578.00

3,519.39

6,786.83

553.95

1,356.37

220.39

(25,416.67)

2,128,953.74
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FILING OF PROPOSED AMENDED ADMINISTRATIVE RULE

General Counsel Joe Marotta discussed filing of proposed amended administrative rule 3309-1-11 Membership
determinations.

l. Approval to file with JCARR the following proposed amended rule:
e 3309-1-11 Membership determinations

This rule details procedures for requesting membership determinations, and also provides
additional explanation for what meets the “service common to the normal daily operation of an
educational unit” requirement under Ohio Revised Code 3309.01(B)(2).

The rule is being amended to clarify that individuals who would not be eligible for membership
under R.C. 3309.01(B)(1) because they are employed in a position for which they are required
to hold a certificate or license under R.C. 3319.22 to 3319.31 (and thus contribute to STRS)
would also not be eligible for membership under R.C. 3309.01(B)(2). This clarification allows
SERS to avoid the potential situation where an individual would not be eligible for membership
under (B)(1), but could be eligible under (B)(2) if they are employed by a vendor that has
contracted with the school to perform services “common to the normal daily operation” of the
school. The intention is to treat all individuals working in a position for which a license under
R.C. 3319.22 to 3319.31 is required as ineligible for membership with SERS.

FILING OF PROPOSED AMENDED ADMINISTRATIVE RULE

Legal Counsel discussed with the Retirement Board filing with JCARR the following proposed amended rule:
3309-1-11 Membership determinations.

Catherine Moss moved and Frank Weglarz seconded that proposed amended rule 3309-1-11 Membership
determinations be filed with JCARR as discussed. Upon roll call, the vote was as follows: Yea: Barbra
Phillips, Jeffrey DelLeone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank Weglarz,
Daniel Wilson and Hugh Garside. The motion carried.

3309-1-11  Membership determinations.

(A) A request for a determination as to whether an individual or a group of individuals are required to
be members of the school employees retirement system may be initiated by an employer, an
affected individual, or the retirement system.

(1) An employer or individual who has a question as to membership requirements shall request in
writing a determination by the retirement system. Such determination shall be made as
provided in rule 3309-1-03 of the Administrative Code.

(2) When a membership determination has been initiated, the employer and any affected
individual or individuals shall furnish such documents and information requested by the
retirement system.

(B) If contributions have not been remitted and the retirement system determines the individual is
covered by this system, the employer shall be liable for employee and employer compulsory
contributions pursuant to rule 3309-1-13 of the Administrative Code. If no membership record
and/or contributions are received by the system within thirty days of the determination, a charge,
based on an estimated salary for such individual's position, against the employer shall be made
for collection through the state school foundation program if available or by direct billing.

(C) If contributions have been remitted and the retirement system determines the individual is not
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covered by this system, any contributions received shall be unauthorized and shall be refunded.

D)

The retirement board has determined that the phrase "service common to the normal daily
operation of an educational unit" as used in division (B)(2) of section 3309.01 of the Revised
Code means:

(21) Any service required to be provided by an educational unit or the provision of which is
governed by law, statute, or rule; or

(b2) Any service necessary on a regular continuous basis to the efficient operation of an
educational unit; or

(c3) Any service which, through custom and usage, has become a service commonly
provided or procured by an educational unit on a regular continuous basis.

Promulgated Under: 111.15

Statutory Authority: 3309.04

Rule Amplifies: 3309.01, 3309.23

Prior Effective Dates: 09/27/2004, 04/03/2009
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DISAPPROVAL OF APPEAL FOR DISABILITY BENEFITS

Frank Weglarz moved and Catherine Moss seconded that the following report, as recommended by the
Medical Advisory Committee and prepared by staff be approved, and further, that the disability appeal of
the persons named below be disapproved. Uponroll call, the vote was as follows: Yea: Barbra Phillips,
Jeffrey Deleone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank Wegdarz, Daniel Wilson
and Hugh Garside. The motion carried.

DISAPPROVAL OF APPEAL ON PERSONAL APPEAL

James Rossler moved and Frank Weglarz seconded that the following report, as recommended by the
Medical Advisory Committee and prepared by staff be approved, and further, that the disability appeal on
personal appearance of the persons named below be disapproved. Upon roll call, the vote was as
follows: Yea: Barbra Phillips, JeffreyDelL eone, James Haller, Matthew King, Catherine Moss, James
Rossler, Frank Wegdlarz, Daniel Wilson and Hugh Garside. The motion carried.

APPROVAL OF APPEAL OF TERMINATION

Barbra Phillips moved and Frank Weglarz seconded that the following report, as recommended by the
Medical Advisory Committee and prepared by staff be approved, and further, that the appeal on
termination of the persons named below be approved. Upon roll call, the vote was as follows: Yea: Barbra
Phillips, Jeffrey DeLeone, James Haller, Matthew King, Catherine Moss, James Rossler, Frank Weglarz,
Daniel Wilson and Hugh Garside. The motion carried.

AUDIT COMMITTEE UPDATE

Chief Audit Officer Jeffrey Davis provided a brief update on the Quarterly Audit Committee meeting held
on Wednesday, September 16, 2020. Mr. Davis noted that he is certain to meet expected audit deadlines,
and that there were no significant results or findings to report.

Mr. Davis discussed the FY2021 Audit Plan, noting that he is making progress, and that one audit has
been completed and two additional audits will be completed within the next couple of weeks. Mr. Davis

also discussed his independence as an auditor, and that he and the Committee met in executive session
to discuss his goals and expectations, which was very beneficial.

Audit Chair Barbra Phillips concurred.
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The Board continued with the review of calendar dates.

CALENDAR DATES FOR FUTURE BOARD MEETINGS

CALENDAR DATES FOR 2020

AUDIT COMMITTEE MEETINGS

December 16 - 2:30 p.m. (Weds.)

COMPENSATION COMMITTEE MEETINGS

December 17 - 7:30 a.m. (Thurs.)

BOARD MEETINGS

October 15 and 16 (Thurs. and Fri.)
November 19 and 20 (Thurs. and Fri.)
December 17 and 18 (Thurs. and Fri.)

CALENDAR DATES FOR 2021

AUDIT COMMITTEE MEETINGS

March 17 - 2:30 p.m. (Weds.)
June 16 - 2:30 p.m. (Weds.)
September 15 - 2:30 p.m. (Weds.)
December 15 - 2:30 p.m. (Weds.)

COMPENSATION COMMITTEE MEETINGS

March 18 - 7:30 a.m. (Thurs.)
June 17 - 7:30 a.m. (Thurs.)
September 16 - 7:30 a.m. (Thurs.)
December 16 - 7:30 a.m. (Thurs.)

BOARD MEETINGS

February 18 and 19 (Thurs. and Fri.)
March 18 and 19 (Thurs. and Fri.)
April 15 and 16 (Thurs. and Fri.)
May 20 and 21 (Thurs. and Fri.)
June 17 and 18 (Thurs. and Fri.)
July 15 and 16 (Thurs. and Fri.)
September 16 and 17 (Thurs. and Fri.)
October 21 and 22 (Thurs. and Fri.)
November 18 and 19 (Thurs. and Fri.)
December 16 and 17 (Thurs. and Fri.)

**NOTE: The above dates are tentative.
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CONTINUED OR NEW BUSINESS

The Board continued with the review of continued or new business.

The Board took a break at 11:45 a.m., and reconvened at 12:32 p.m.

PENSION SUSTAINABILITY

To begin the September sustainability session, Board Chair Hugh Garside, Jr. reiterated the Board's
objectives for the sustainability analysis: The sustainability discussions are intended to be an exercise
that will help Board members learn more about SERS’ benefit structure; understand the risks to the
sustainability of that structure and ways those risks might be mitigated; and, identify any operational
deficiencies that may need to be addressed.

Mr. Garside reaffirmed that there is no urgent need to make any changes now, however, the Board has
the fiduciary responsibility to keep the System financially sustainable for current members and retirees, as
well as future members who have not been hired to their SERS-covered positions yet. To fulfill this
fiduciary duty, the Board is examining all aspects of the System’s operations to get a clear understanding
of the purpose of SERS, where the System is now, how it got here, whether or not the benefit structure is
appropriate for the current needs of membership and SERS, and to identify any trends that could warrant
changes in the future.

The session began with a brief discussion of the final average salary (FAS) calculation, which currently
determines pension benefits using a FAS of the highest three years of salary during a member’s working
career. The September data package included statistics about the effect of a three-consecutive-year FAS
on benefits and a five-year FAS that most other pension systems use. The consensus among the Board
members was that because SERS salaries are generally low, the current three-year FAS still seems
appropriate.

Next, discussions reviewed the practice of determining what constitutes a year of service.

Currently, a member earns one year of SERS service credit if they work 120 days or more from July 1
through June 30. A school year is determined to be 180 days long. There are some concerns that the
120-day threshold is too low as the majority of SERS members work close to 180 days a year already
and 120 days is closer to part-time work than full-time work. Staff has been asked to provide more
information on this topic for future meetings.

This led into a discussion between Board members, staff, and SERS’ actuary about people living longer
in retirement than they paid into the System. According to Todd Green, president and consulting actuary
with Cavanaugh Macdonald, having more people living in retirement for longer than they paid into the
System has not created an unfunded liability.

He explained that how long a person lives is already factored into SERS’ funding calculations. Actuarial
results from the last 10 years showed that members are not living as long as projected, leaving SERS
with an actuarial gain over those years.

The next topic addressed during the session was end-of-career salary spiking. In the data packet, SERS
staff presented several ways to deter spiking that are used by other pension systems.

Staff will prepare more information on this topic for October, which will include examples of how each
method would affect different types of SERS members based on salary and service.

The Board also reviewed plan design data that could be used to reward members for longer service,

disability statistics and how they compare to service retirees, and alternate ways of determining a cost-of-
living adjustment that is tied to investment performance.
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Staff will continue to supply data that will aid in future discussions of these topics.

ADJOURNMENT

Hugh Garside, Jr. moved that the Board adjourn to meet on Thursday, October 15, 2020 for their

regularly scheduled meeting. The meeting adjourned at 2:20 p.m.

Hugh Garside, Jr.

N P

Richard Stensrud, Secretary
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