






















































































































































































Appendix C
Pension Investment Projections

projected Market Values According to Aon Hewitt’s projections, the current portfolio will be worth
about $70 billion by 2043. This is lower than the projections for the 85/15
allocation. However, the 85/15 allocation is the most variable of the four
options as shown by the wide spread around the median of that allocation’s
projection.
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Appendix C
Penslon Investment Projections

Projected Funded Ratios None of the allocations are projected to reach full funding by 2043. Based on
the current portfolio target, the pensions have only a 39% likelihood of
reaching full funding.

Projected Funded Ratio of Various Portfolios
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south carolina
' ’ p e O Serving those who serve South Caroling

state health plan | retirement systems

December 17, 2015

K. Earle Powell

Director

Legislative Audit Council

1331 ElImwood Avenue, Suite 315
Columbia, SC 29201

Dear Mr. Powell:

Thank you for providing the South Carolina Public Employee Benefit Authority (PEBA) with an
opportunity to provide final comments to the report entitled A Review of the Public Pensions
Administered by the State of South Carolina (Report) prepared by the Legislative Audit Council (LAC).
PEBA understands that the LAC had a difficult task before it in being asked to review and make
recommendations on the actuarial and accounting complexities of the funding of the state’s public
pension plans. However, as explained below, PEBA has several fundamental disagreements with the
discussion in the Report regarding the funding of the state’s retirement systems, particularly relating to
the reporting of the systems’ liabilities and the amortization of the systems’ unfunded liabilities.

PEBA's administration of the state's retirement systems complies with the actuarial,
accounting, and legal standards applicable to the funding of public pension plans

At the outset, it is important to emphasize that the financial and actuarial reporting of the state’s
retirement systems is and always has been extensively reviewed and audited by a number of firms with
nationally recognized expertise in the financing of public pension plans. These reviews include annual
actuarial valuations that report upon the actuarial condition of the systems and five-year experience
studies that review the actuarial assumptions and methods used to prepare those valuations. These
valuations and experience studies are prepared by the actuarial firm hired for the state’s retirement
systems, currently Gabriel Roeder Smith & Company (GRS}, a national actuarial and benefits consulting
firm that focuses on the public sector. The reviews also include the annual audit of the retirement
systems’ financial statements performed by an external audit firm hired by the State Auditor’s Office.
Currently, the State Auditor retains the national accounting firm of Clifton Larson Allen LLP (CLA) to
audit the retirement systems’ financial statements.

The results of these annual actuarial and financial reviews are publically available in PEBA’s
Comprehensive Annual Financial Report (CAFR), which has been annually recognized by the Government
Finance Officers Association of the United States and Canada (GFOA) with its Certificate of Achievement
for Excellence in Financial Reporting for nearly 30 years. In addition, the state’s retirement systems have
received the Public Pension Coordinating Council’s Public Pension Standards Award for 12 consecutive
years in recognition of meeting professional plan design and administration standards. The retirement
systems’ assets and liabilities are also reported in the statewide CAFR prepared by the Comptroller
General’s Office and are subject to review by the preparers and auditors of that report. (See State of
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South Carolina, Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2014, Pages
58-59, 103-111.)

PEBA’s administration of the state’s retirement systems was also recently the subject of a
comprehensive fiduciary performance audit obtained by the State Inspector General’s Office pursuant to
Section 9-4-40 of the South Carolina Code of Laws. The Inspector General hired Funston Advisory
Services, LLC, a nationally recognized advisor to public retirement systems in the areas of governance,
operations and risk intelligence, to perform the fiduciary audit. That audit, completed in January 2015,
is also publicly available.

Not one of the experts who have performed these various actuarial, financial, and fiduciary reviews
found that PEBA has understated the retirement systems’ liabilities, that PEBA has amortized the
retirement systems’ unfunded liabilities over an excessive period of time, or that PEBA has otherwise
failed to comply with the actuarial, accounting, and legal standards applicable to the funding of public
pension plans.

To the extent that the Report reaches conclusions to the contrary, it may be attributable to the Report’s
misdirected scope of review. In the Scope and Methodology section on Page 2 of the Report, the LAC
identifies the criteria used to measure performance in the Report to include corporate accounting
standards, bond credit rating agency practices, and recommendations made by certain financial
economists. Accordingly, in the discussion of the reporting of public pension plan liabilities on Page 3 of
the Report summary and Pages 26 and 27 of the full Report, the Report relies upon the practices of
Moody'’s Investors Service, the accounting rules for corporate pension plans, and recommendations
from certain academic economists to evaluate the reporting of public pension plan liabilities. Similarly,
in the discussion of the amortization schedule of the state’s retirement systems on Page 7 of the Report
summary and on Page 31 of the full Report, the Report refers to the practices of Moody's Investors
Service for its bond reviews as part of the relevant accounting standards. However, there are
fundamental differences between the accounting standards for private and public pension plans, such
that a plan cannot satisfy both sets of standards at once. It appears, then, that instead of auditing
PEBA’s compliance with the actuarial and accounting standards applicable for public pension plans, the
Report is, in essence, advocating for those standards to be changed to reflect the standards used by
corporate pension plans and bond rating agencies.

In addition to this general concern regarding the proper scope of the audit, PEBA has several specific
concerns with certain conclusions reached in the Report, as set out below.

PEBA has not understated the state's public pension liabilities

In the Summary section and in Chapter 3, the Report asserts that public pension plans “may be
underreporting their liabilities.” However, with respect to the state’s retirement systems, PEBA has fully
and accurately reported the systems’ liabilities in accordance with the generally accepted actuarial and
accounting standards applicable to public pension plans in the United States. PEBA reports the liabilities
of the state’s retirement systems in accordance with the requirements of the Governmental Accounting
Standards Board (GASB), which sets the accounting principles for all governmental pension plans in the
country. PEBA’s valuation of its public pension liabilities also complies with actuarial standards of
practice applicable to the external actuarial firm retained to perform actuarial services for the
retirement systems. In particular, in the actuarial section of the retirement systems’ most recent
Comprehensive Annual Financial Report (CAFR}), the actuaries from GRS certified as follows:
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“We certify that the information presented herein is accurate and fairly portrays the actuarial position of
the Retirement Systems as of July 1, 2014. All of our work conforms with generally accepted actuarial
principles and practices, and in conformity with the Actuarial Standards of Practice issued by the
Actuarial Standards Board. In our opinion, our calculations also comply with the requirements of South
Carolina Code of Laws and, where applicable, the Internal Revenue Code, ERISA, and the Statements of
the Governmental Accounting Standards Board.”

{See South Carolina Public Employee Benefit Authority, South Carolina Retirement Systems,
Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2015 (2015 CAFR) Page 113.)

Notably, the reporting of the liabilities for the state’s retirement systems has been subject to review by
at least two external, independent auditors, neither of which has found that the plans’ liabilities are
understated, underreported, or otherwise materially misstated. In its most recent annual review of the
retirement systems’ financial statements, CLA, the external audit firm hired by the State Auditor’s
Office, concluded that “the financial statements referred to above present fairly, in all material respects,
the financial position of the Systems as of June 30, 2015, and the respective changes in its financial
position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.” (See 2015 CAFR, Page 27.) Similarly, Funston Advisory Services, the external
audit firm contracted by the State Inspector General to perform the fiduciary audit of PEBA, concluded
that PEBA complies with all of the statutory funding and valuation requirements of South Carolina law
and that the “actuarial valuations and experience study are of good quality and consistent with those
provided for public pension and health plans generally.” (See Funston Advisory Services, LLC, Investing in
PEBA for the Future: A Transformation Agenda (Funston Report), Pages 58-60, 105.)

PEBA takes its responsibility to accurately report the financial condition of the state’s retirement
systems very seriously. As noted above, the external actuarial firm hired to make valuations of the
retirement systems’ assets and liabilities, the external auditor hired by the State Auditor to review the
retirement systems’ financial statements, and the fiduciary auditor hired by the State Inspector General
to review PEBA’s operation of the state’s retirement and insurance plans have concluded that the
liabilities of the state’s retirement systems have been reported in accordance with the generally
accepted accounting and actuarial standards applicable to governmental pension plans in the United
States and have made no findings that the systems’ liabilities are significantly understated or
underreported. Accordingly, PEBA disagrees with the Report to the extent that it suggests that PEBA has
understated or underreported the liabilities of the state’s retirement systems.

As discussed earlier, the Report’s suggestion that public pension plan liabilities are underreported does
not appear to be based upon an audit of PEBA’s compliance with the generally accepted actuarial and
accounting standards applicable to public pension plans, but upon the opinion that the standards for
public pension plans should be changed to reflect the accounting standards for corporate pension plans
and the review practices of bond rating agencies.

PEBA does not amortize the unfunded liabilities of the retirement systems over an
excessive period

The Report also asserts that the retirement systems’ unfunded liabilities are being paid off “over an

excessive period of time” and that this amortization period “may exceed the 30-year limit in state law.”
However, PEBA has, at all times, set the contribution rates for the retirement systems at rates that fully
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amortize the unfunded liabilities of the retirement systems on a sound actuarial basis and within the
requirements of state law. The external actuary for the retirement systems, GRS, has determined that
the contribution rates currently in effect, as well as those scheduled to be in effect through fiscal year
2017, fully comply with the maximum 30-year amortization period required by the South Carolina Code
of Laws. (See, e.g., GRS, South Carolina Retirement System (SCRS) Actuarial Valuation Report as of July 1,
2014 (2014 Valuation), Page 3 (“The employer and member contribution rates that are certified and
scheduled to be in effect for fiscal year 2016 continue to be sufficient to maintain a funding period that
does not exceed 30 years. Therefore, the employer and member contribution rates for fiscal year 2017
will remain unchanged from the rates scheduled to become effective July 1, 2015.”).) As noted above,
the actuaries have certified that their calculation of the contribution rates necessary to amortize the
unfunded liabilities of the retirement systems within 30 years, like all of their actuarial calculations for
the systems, “conforms with generally accepted actuarial principles and practices, ... is in conformity
with the Actuarial Standards of Practice issued by the Actuarial Standards Board. ... [and] also compl[ies]
with the requirements of South Carolina Code of Laws and, where applicable, the Internal Revenue
Code, ERISA, and the Statements of the Governmental Accounting Standards Board.” (2014 Valuation
cover letter, Page 3.) Further, as also referenced above, Funston Advisory Services, the firm hired by the
Inspector General to perform the fiduciary audit of PEBA, concluded that “PEBA complies with the
statutory funding mandates set forth in the South Carolina Code of Laws” with respect to the retirement
systems. (See Funston Report, Pages 59-60.) There is no circumstance under which PEBA would adopt a
contribution schedule that would fail to fund the retirement systems as required by state law.

It appears that the Report’s conclusion that the amortization period for the retirement systems’
unfunded liabilities may exceed the 30-year limit in state law is based upon investment projections
under which the actuarial value of the retirement systems’ assets does not increase over the funding
period by the assumed rate of return of 7.5 percent adopted by the Budget and Control Board in 2011
and subsequently set in statute by Act 278 of 2012. Consideration of the appropriate assumed rate of
return for the investment of the retirement systems’ assets will be a significant component of the
upcoming experience study GRS is conducting to evaluate the actuarial assumptions and methods used
for the valuation of the retirement systems. However, it would be inappropriate to suggest that current
or prior contribution rates and amortization schedules fail to comply with actuarial or legal standards
because of future potential changes to investment assumptions.

In the discussion of the amortization period, the Report also mischaracterizes the actuary’s projection
that current contribution rates will be sufficient to fully fund the retirement systems within 30 years as a
“new projected cost schedule” under which the systems “may be fully funded in 30 years.” Although the
actuary provided the LAC with an amortization schedule based upon the actuarial value of assets in a
new format to assist the LAC in comparing that schedule with projected schedules based upon the
market value of assets, the methodology underlying the amortization schedule was not new, but
reflected the very methodology the actuary has consistently used to calculate contribution rates in each
annual valuation of the systems. Further, it must be made clear, again, that the amortization schedule
based upon the actuarial value of assets fully funds the retirement systems within 30 years under
current assumptions.

The Report also suggests on Page 2 that the LAC was limited in the scope of its review of whether the
amortization period of the retirement systems exceeds the requirements of state law because PEBA did
not provide it with a copy of an attorney-client privileged legal opinion that PEBA's general counsel had
provided to the PEBA Board in 2013. However, PEBA does not believe that the LAC’s scope of review was
materially limited in this matter. Not only did the LAC have access to all of the actuarial information
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necessary to determine whether the amortization period of the retirement systems’ unfunded liabilities
falls within 30 years, but PEBA’s general counsel also provided the LAC with a full legal analysis of the
statutes applicable to the setting of contribution rates and amortization periods for the retirement
systems.

The state has determined, and paid, the appropriate contributions to the retirement
systems

In the Summary section, the Report states that, in addition to underperforming investments, the
retirement systems are significantly underfunded “due to inadequate contributions over time.” This
comment is misleading. The state has always paid the contributions required to be made to the
retirement systems as determined by the annual actuarial valuations of the systems and the
requirements of the applicable law, and the state has never taken a contribution holiday or otherwise
purposefully contributed less than the required amount. The retirement systems’ unfunded liability is
not the result of the failure to make the required contributions to the systems, but is caused by other
factors, including adverse experience (including investment experience), plan design changes, and
adjustments in actuarial assumptions and methods.

The state made significant changes to the benefit structure of the retirement systems in
2012

In the Summary section and in Chapter 3, the Report suggests that the state consider making changes to
the benefit structure of the retirement systems as a means of reducing the unfunded liabilities of the
systems. However, PEBA would note that the General Assembly recently went through an exhaustive
review of the benefit structure of the retirement systems during 2011 and 2012, resulting in the
enactment of Act 278 of 2012. The changes made by that act, particularly to the benefits accrued by
new hires after July 1, 2012, have set the systems on a sound footing with regard to concerns about
increases in unfunded liabilities as a result of the systems’ benefit structure. For example, only a small
percentage of the increase in the South Carolina Retirement System’s unfunded liability since the
implementation of Act 278 is the result of increased benefit liabilities, while the vast majority of the
increase is due to the recognition of deferred investment losses that occurred prior to July 2012.
Further, it is important to recognize that some 60 percent of the retirement systems’ existing liabilities
are attributable to benefits already accrued by retirees that would not be affected by any changes to
future benefit accruals.

In closing, it should be emphasized that the comments in this letter only apply to the matters addressed
herein. The omission of comment on other matters contained in the Report does not imply that PEBA
concurs with the conclusions reached by the Report on those other matters. In addition, PEBA has not
endeavored to comment on matters addressed in the Report that pertain primarily to issues within the
purview of the South Carolina Retirement System Investment Commission (RSIC) rather than PEBA. We
would like to note, however, that PEBA will work closely with the RSIC to determine how best to
implement the Report’s recommendations regarding the reporting of investment risks in the annual
financial reporting for the retirement systems and the overall readability of those annual reports.

Finally, it should also be noted that the discussions in this letter related to the funding status, required
contributions, and other matters concerning the financial condition of the retirement systems are based
upon the actuarial valuations and financial reporting for the systems as of December 10, 2015. Future
changes in the systems’ actuarial assumptions and the systems’ actual future experience will impact
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future calculations of the systems’ liabilities and required contributions. In particular, as required by
state law, GRS is currently conducting an experience study of the retirement systems that encompasses
a review of all of the actuarial assumptions used in the valuation of the systems; and, as a result of that
study, PEBA may make adjustments to its current actuarial assumptions and methods. However, such
adjustments are a part of the normal actuarial process for the valuation of pension plans and do not
render previous calculations made under differing assumptions inaccurate at the time they were
calculated.

Sincerely,

Peggy G. Boykin, CPA
Executive Director
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ReBECCA M. GUNNLAUGSSON, PH.D
Vice CHAR

PeGay G, Bovkin, CPA
COMMISSIONER
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COMMISSIONER
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CoMMISSIONER
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December 17, 2015

VIA EMAIL
Mr. Philip F. Laughridge, CPA Mr. K. Earle Powell
Chairman Director

S.C. Legislative Audit Council
1331 Elmwood Avenue, Suite 315
Columbia, S.C. 29201

S.C. Legislative Audit Council
1331 Elmwood Avenue, Suite 315
Columbia, S.C. 29201

RE: LAC Report “A Review of the Public Pensions Administered by
The State of South Carolina”

Dear Messrs. Laughridge and Powell:

We commend the South Carolina Legislative Audit Council for the professionalism with which
LAC staff has conducted its research and produced this report. LAC’s staff has done an admirable
job of grasping a great deal of complicated investment, actuarial, legal, and other information.
LAC staff showed respect and courtesy towards the members of the Commission and Retirement
System Investment Commission (“RSIC”) staff during this entire process, and we appreciate
LAC’s efforts.

We hope that this report serves to reemphasize to our stakeholders both the importance of RSIC’s
work and the dedication with which the Commissioners and professional staff carry out their
responsibilities to our hardworking state and local employees.

LAC has offered observations and recommendations in several areas which impact the
Commission. Please accept the following as RSIC’s response to each specific observation or
recommendation.

1. The General Assembly should amend state law to require the Retirement System
Investment Commission and the Public Employee Benefit Authority to include in
their annual reports the various risks of each asset and investment category in the
state-managed pension portfolio, the specific risks of the total portfolio, the extent to
which these risks are material, and the process undertaken to mitigate these risks.

PHONE 803.737.6885 | FAX 803.737.7070



One of RSIC'’s core investment beliefs is that investors are compensated when they expose their
capital to risk. This becomes especially important in an environment when the “risk free”
investment (cash) provides an investor with little to no return. RSIC agrees with LAC that each of
the various asset classes in which it invests pose risk beyond simply the volatility of the particular
asset class or investment. These risks include, but are not limited to, interest rate risk, credit risk,
concentration risk, foreign currency risk, liquidity risk, leverage risk, custody risk, and valuation
risk. RSIC believes that we do an outstanding job of understanding and, where possible, mitigating
these and other risks through the combined efforts of our dedicated portfolio risk management,
enterprise risk management, and investment and operational due diligence functions.

However, RSIC agrees that the manner in which it discloses these types of risks can be improved.
As a result, beginning with the Annual Investment Report for Fiscal Year 2014-2015, RSIC will
include disclosures that describe these risks and our efforts to reduce and manage these visks. Just
as RSIC has been recognized by this report as a leader in investment management fee disclosure,
RSIC welcomes the opportunity to be a leader among pension funds in disclosing risk. RSIC
believes that this effort will lead to a beneficial understanding by our stakeholders of the risks
associated with our portfolio and the efforts RSIC employs to minimize those risks.

2. The General Assembly should consider amending state law to limit the maximum
percentage of alternative investments in the state-managed portfolio.

RSIC understands the perception and corresponding concern of LAC and others regarding
alternative investments. These investments are mostly private and, as a result, are not as
transparent or as liquid as their public market equivalents.

RSIC is concerned that placing a cap on alternative investments would likely be arbitrary and
could result in RSIC being required to forgo opportunities to earn superior returns through
various market conditions. However, not only does RSIC feel that it is incumbent to limit these
investments to those in which we have conviction, but also to do a better job of communicating to
our stakeholders the need for and place of alternatives in the portfolio.

Over the past few months, RSIC has exclusively focused its efforts on challenging its investment
beliefs and convictions, including whether alternative investments have a place in the portfolio.
As a result of this challenge, RSIC believes that, if deployed correctly with a superior
understanding of the strategy and nuances of the investment manager, these types of investments
can and should provide superior risk-adjusted returns than their public market equivalents. RSIC
has already begun to take steps to ensure that future investments in alternatives will only be with
managers in which we have deep conviction and confidence to deliver superior risk-adjusted
returns. RSIC is confident that we can focus our investments in alternatives to these opportunities
without the need of a Statutory limitation.



3. The Retirement Investment Commission should report annually its investment fees
and expenses for each investment category/asset class.

RSIC greatly appreciates LAC’s recognition of our role as a leader in investment management fee
disclosure. We believe that our efforts, along with many other pension funds, are pushing the
industry towards much needed transparency and understanding of investment management fees.
In recent years through collaboration with PEBA, we have included investment fee data by asset
class and investment manager in the CAFR. RSIC agrees that this recommendation will further
enhance these efforts at transparency and we will now also include this level of disclosure in the
Fiscal Year 2014-2015 Annual Investment Report.

4. The General Assembly should amend Section 8-13-755 of the South Carolina Code of
Laws to prohibit former state employees from being compensated to appear before
or communicate with their former state agency employers for the purpose of
influencing action for a period of at least one year after termination, regardless of the
matters in which they participated while employed by the state.

AND

5. The General Assembly should amend Section 8-13-755 of the South Carolina Code of
Laws to establish a lifetime prohibition against former state employees being
compensated to appear before or communicate with their former state agency
employers for the purpose of influencing action on matters in which the employee was
directly and substantially involved while a state employee.

RSIC appreciates LAC'’s efforts through these recommendations to reduce potential conflicts of
interests in greater state government and to promote public confidence in the objectivity of state
officials. By way of response, RSIC would note that both Sections 9-16-360(b)(5) and (11) of the
South Carolina Code provide additional restrictions on former RSIC employee’s contact and
interaction with the commission. However, RSIC is certainly willing to engage in dialogue with
the General Assembly on means to improve these restrictions with the goal of increasing public
confidence in the objectivity of RSIC investment decisions.

6. The General Assembly should amend state law to prohibit the direct or indirect
initiation of investment proposals by RSIC commissioners.

RSIC certainly understands the impetus for this recommendation but respectfully suggests that this
type of prohibition should focus on preventing commissioners and others from financially
benefiting from an investment recommendation. To that end, RSIC does believe that it has robust
procedures and strong controls in place to identify and document how new investments ideas are
sourced and identify potential conflicts of interest. RSIC believes that these procedures and
controls when combined with the provisions of Section 9-16-350 of the South Carolina Code,
which make it a felony for commissioners to obtain an economic interest through use of



Commission information, mitigate against and act as a significant disincentive for commissioners
fo attempt to benefit from an investment recommendation.

RSIC is also concerned that prohibiting commissioners from in any way recommending an
investment could inhibit a commissioner from completely fulfilling the commissioner’s fiduciary
obligation to the trust. In accordance with the stringent requirements to serve as a commissioner,
many of our commissioners have a great deal of investment industry experience, and as such are
likely to see attractive investment opportunities that pursuant to their fiduciary duty they would
like for RSIC to consider.

As a result, RSIC would recommend that any effort to limit commissioners from recommending
investments strike the practical balance between prohibiting commissioners from financially
benefiting from an investment recommendation and permitting commissioners to share with staff
and other Commissioners attractive opportunities in the market they are seeing and in which they
have no interest.

7. The Retirement System Investment Commission should enact a policy to:

a. Prohibit the involvement of placement agents and individuals functioning as
placement agents in investments made by South Carolina’s state-administered
pension funds; or

b. Annually report investments in the state administered pension funds that
involve placement agents or individuals functioning as placement agents.

RSIC believes that it has a strong Placement Agent Policy in place that was unanimously approved
by the Commission in September of 2012, and is annually reviewed and approved as part of the
Statement of Investment Objective and Policies process.

As noted in the LAC report, this policy prohibits RSIC from employing placement agents, but does
not prohibit the investment manager from employing a placement agent. The policy does require
the investment manager to disclose whether a placement agent was involved in the transaction,
the name of the agent, and a description of the business relationship with the agent. This
information is included with the proposed investment summary term sheet that is part of all
Commission meeting material.

However, RSIC does agree that this policy can be improved by annually reporting any investment
that RSIC enters into for which the investment manager employed a placement agent. RSIC will
determine the best means by which to annually make this disclosure and implement the
recommendation as soon as possible.



8. Challenges to meeting the statutory assumed rate of return.

LAC’s report serves as an appropriate reminder that the Commission, like all institutional
investors, faces difficult challenges in meeting the statutorily set assumed rate of return. At RSIC,
we have and continue o believe that asset allocation is the most significant driver of the risk and
investment return of the portfolio. As briefly discussed above, RSIC has spent the past few months
challenging every investment conviction and belief regarding our portfolio, during which we have
taken a “zero-based budgeting’’ approach to our asset allocation. Every asset class in which we
invest has and continues to be subject to scrutiny in that each asset class must prove its place in
the portfolio and to what extent.

We believe these actions are timely and crucial especially given what we expect to be a sustained
low interest rate and low return investment environment for the near term. However, at RSIC we
are invigorated by these efforts and sincerely believe that they will yield an asset allocation that
provides the best opportunity for us to meet our obligations to our beneficiaries.

Conclusion

On behalf of the entire Commission and its staff, please accept our gratitude for your work. We
believe the timing of this report is opportune, coming during a period in which RSIC is solely
focused on areas of improvement, especially in regards to asset allocation and increasing
investment returns.

We look forward to working with the General Assembly, our Trustees, and our stakeholders on
implementing these and other recommendations to improve the service we provide to our

beneficiaries.

Sincerely,

Michael R. Hitchcock
Chief Executive Officer
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