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BACKGROUND: 
 
The public may address the Retirement Board of Authority on any matter pertaining to the Board 
that is not on the agenda.  

 
RECOMMENDATION: 
 
The Chair reserves the right to limit the time of presentations by individual or topic. 
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BACKGROUND: 
 
Under California Government Code Section §54950 (The Ralph M. Brown Act) the “Legislative 
Body” is required to post an agenda detailing each item of business to be discussed.  The Authority 
posts the agenda in compliance with California Government Code Section §54954.2.  
 
STATUS: 
 
Unless items are added to the agenda according to G.C. §54954.2 (b) (1) (2) (3) the agenda is to be 
approved as posted. 
 
RECOMMENDATION: 
 
Subject to changes or corrections, the agenda is to be approved. 
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Keenan & Associates                                                         Tel:  800-654-8102/Fax: 310-533-1329 
License No. 0451271 
 

AGENDA 
 

SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
 RETIREMENT BOARD OF AUTHORITY MEETING 

March 9, 2017 
1:30 PM – 3:00 PM 

 
SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT  

District Board Room 
3401 CSM Drive 

San Mateo, CA. 94402 
(650) 358-6828 

 
I. CALL TO ORDER 
  

II. ROLL CALL 
 

MEMBERS 
Chief Financial Officer Bernata Slater 
Vice Chancellor of Human Resources & Employee Relations Eugene Whitlock 
Controller Nicole Wang 
Classified Representative                 Kathy McEachron 

            Academic Representative  Bruce Maule 
 

PROGRAM COORDINATOR 
Senior Vice President Gail Beal 
Account Executive   Susan Vogt 
Senior Account Manager  Roslyn Washington 
 
CONSULTANTS 
Morgan Stanley Wealth Management (MS)  Cary Allison 
Benefit Trust Company (BTC) Scott Rankin 
 
GUESTS 
Crowe Horwath LLP                                                                                                                       Tina Treis  
 
OTHER 
None  

________________________________________________________________________________________ 
III.      PUBLIC COMMENTS Information 

 2016/2017-001 
The public may address the Retirement Board of Authority (RBOA) on any matter pertaining to the Retirement 
Board that is not on the agenda. The Chair reserves the right to limit the time of presentations by individual or 
topic. 

 
IV. APPROVAL OF AGENDA Action 

 2016/2017-002 
The Retirement Board of Authority (RBOA) retains the right to change the order in which agenda items are 
discussed. Subject to review by the Retirement Board, the agenda is to be approved as presented.  Items may be 
deleted or added for discussion only according to G.C. Section 54954.2. 
PUBLIC COMMENTS: 
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_________________________________________________________________________________________________ 

V. APPROVAL OF MINUTES Action 
 2016/2017-003 
The Retirement Board of Authority (RBOA) will review the Minutes from the previous meeting on February 10, 
2016 for any adjustments and adoption.  
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 

__________________________________________________________________________________________ 
VI. ADMINISTRATION 

 
DESIGNATION OF A NEW MEMBER TO THE RETIREMENT BOARD OF AUTHORITY 
 Action 
 2016/2017-004 
The Retirement Board of Authority (RBOA) has been duly appointed by the San Mateo County Community 
College District Board of Trustees and will welcome Bernata Slater, Chief Financial Officer, representing 
Management of the San Mateo County Community College District.  
PUBLIC COMMENTS: 

BOARD CONSIDERATION: 
  

REVIEW OF THE FUTURIS PROGRAM AND THE ROLES OF THE PROGRAM 
COORDINATOR AND CONSULTANTS Information 
 2016/2017-005 
The Retirement Board of Authority (RBOA) will review the District’s Futuris Public Entity Investment Trust 
Program, and the role of the Third Party Administrator (TPA)/Program Coordinator, Keenan Financial 
Services, the Discretionary Trustee, Benefit Trust Company and the Registered Investment Advisor, Morgan 
Stanley Wealth Management. The RBOA members will also review the OPEB Questionnaire, the platform used 
by the TPA/Program Coordinator for updating the “Substantive Plan” portion of the Comprehensive 
Compliance Plan. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 

 
            STATUS OF DISTRICT’S CURRENT OPEB PLAN INDEPENDENT AUDITOR’S REPORT   
                                                                                                                                                               Information 

                                                                                                                                                2016/2017-006 
The Independent Auditors Report provides the District’s OPEB Plan with an Independent Auditor’s 
certification of GASB accounting and financial reporting standards for OPEB expenses, OPEB liabilities, Note 
disclosures and Required Supplementary Information (RSI). 
PUBLIC COMMENTS: 

BOARD CONSIDERATION: 
 
            ANNUAL REPORTING ON THE STATUS OF THE TRUST Action 
 2016/2017-007 

California Government Code 53216.4 requires an annual reporting of the funds held in the Investment Trust to 
participants and their beneficiaries. The Retirement Board of Authority should acknowledge annual reporting 
protocols for fiscal year ending June 30, 2015. 

             PUBLIC COMMENTS: 
             BOARD CONSIDERATION: 
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DISBURSEMENT REPORT Action 
 2016/2017-008 
The Retirement Board of Authority (RBOA) members will ratify “reasonable fees” associated with GASB 
compliance and the Management/Operational duties of the District’s OPEB Investment Trust. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 
 

UPDATES TO THE COMPREHENSIVE COMPLIANCE PLAN, 
INCLUDING THE “SUBSTANTIVE PLAN”  Information 
 2016/2017-009 
Updating the “Substantive Plan” is a dynamic process that requires an annual review protocol to incorporate 
modifications to program provisions or changes to cost arrangements. The Retirement Board of Authority 
(RBOA) shall review updates to the “Substantive Plan” and “e-Library” reflecting compliance with GASB 
43/45 protocols and applicable Regulatory standards for fiscal year ending June 30, 2016. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 
 

ACTUARIAL VALUATION STUDY UPDATE  Information 
 2016/2017-010 
The Retirement Board of Authority (RBOA) membership will review and analyze the status of updates to the 
Actuarial Valuation Study to maintain compliance with GASB 43/45 standards. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 
 
FUTURE TRANSFER OF ASSETS INTO THE TRUST Information 
 2016/2017-011 
Based on the current Actuarial Valuation Study, the Retirement Board of Authority (RBOA) will discuss the 
percentage of the District’s Annual Required Contribution (ARC) scheduled by the District to be transferred 
into the Investment Trust. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 

_________________________________________________________________________________________ 
VII. INVESTMENTS 
 

PORTFOLIO PERFORMANCE REVIEW Action 
 2016/2017-012 
Morgan Stanley Wealth Management (MS) will review the overall performance of the District’s Public Entity 
Investment Trust Portfolio.  
PUBLIC COMMENTS: 

            

            MARKET OVERVIEW Information 
 2016/2017-013 
Morgan Stanley Wealth Management (MS) will provide an overview of the actions of the capital markets since 
the last Retirement Board of Authority (RBOA) meeting. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 
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INVESTMENT POLICY STATEMENT REVIEW Action 
 2016/2017-014 
The Retirement Board of Authority shall, with the assistance of Benefit Trust Company and Morgan Stanley 
Smith Barney, review the Investment Policy Statement setting forth the investment objectives for the Trust.  
Key to this process is a review of the Board's time horizon for investment, short-term liquidity needs, attitudes 
as well as the capacity to accept investment risk as measured through the completion of a Risk Tolerance 
Questionnaire, the expected rate of return of the Board taking into account the discount rate and assumptions 
contained in the most recent Actuarial Valuation Study, as well as any other information the RBOA membership 
feel pertinent to the discussion. 
PUBLIC COMMENTS: 
BOARD CONSIDERATION: 

__________________________________________________________________________________________ 
VIII.    INFORMATION REPORTS 
 

RETIREMENT BOARD OF AUTHORITY COMMENTS Information 
 2016/2017-015 
Each member may report about various matters involving the Retirement Board of Authority.  There will be no 
Retirement Board discussion except to ask questions or refer matters to staff, and no action will be taken unless 
listed on a subsequent agenda. 

 
PROGRAM COORDINATOR/CONSULTANT COMMENTS  Information 
 2016/2017-016 
The Program Coordinator and Consultants will report to the Retirement Board of Authority about various 
matters involving the Authority.  There will be no Authority discussion except to ask questions, and no action 
will be taken unless listed on a subsequent agenda. 
 

 IX.  DATE, TIME AND AGENDA ITEMS FOR NEXT MEETING                            Information 
 2016/2017-017 

In addition to standing Agenda items, members and visitors may suggest additional items for consideration at 
the next Retirement Board of Authority meeting. 
PUBLIC COMMENTS: 
 

X. ADJOURNMENT 
_____________________________________________________________________________________  
Americans with Disabilities Act The San Mateo County Community College District Retirement Board of Authority conforms to the protections and 
prohibitions contained in Section 202 of the Americans with Disabilities Act of 1990 and the federal rules and regulations adopted in implementation thereof.  A 
request for disability-related modification or accommodation, in order to participate in a public meeting of the San Mateo County Community College District 
Retirement Board of Authority meeting, shall be made to: Bernata Slater, Chief Financial Services, San Mateo County Community College District, 3401 CMS 
Drive, San Mateo, CA 94402. 
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BACKGROUND: 
 
As a matter of record and in accordance with the Brown Act, minutes of each meeting are kept and 
recorded. 
 
STATUS: 
 
The Retirement Board of Authority will review the Minutes from the previous meeting on February 
10, 2016. 
 
RECOMMENDATION: 
 
Subject to changes or corrections, the minutes are to be approved. 
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MINUTES 
 

SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
 RETIREMENT BOARD OF AUTHORITY MEETING 

FEBRUARY 10, 2016 
1:00 PM–4:00 PM 

 
I. CALL TO ORDER 

1. The meeting was called to order at 1:10 PM by Roslyn Washington, Keenan Financial 
Services. 
 

II. ROLL  CALL 
1. All Retirement Board of Authority (RBOA) members were present, except Bruce Maule.  
2. All Coordinators/Consultants were present except Gail Beal and Bob Schoenherr. 
3. Guest Xuipin Guillaume of Vavrinek, Trine, Day & Company LLP was present. 

 
III. PUBLIC COMMENTS 

1. There were no public comments. This item is information only. 
 

IV. APPROVAL OF AGENDA 
1. Ray Chow Motioned to accept the Agenda as presented, Motion was seconded by Kathy 

McEachron. 
 

V. APPROVAL OF MINUTES 
1. Ray Chow Motioned to accept the Minutes from February 10, 2015 as presented, Motion 

was seconded by Kathy McEachron. 
 

VI. ADMINISTRATION 
1. Status of District’s current OPEB Plan Independent Auditor’s Report 

The Independent Audit Report provided an independent analysis of the District’s Public 
Entity Investment Trust for the year ended June 30, 2015. RBOA members were guided 
through the Audit Report by Xiupin Gillaume of Vavrinek, Trine, Day & Company, 
LLP. This item is information only. 

 
VII. INVESTMENTS 

1. Portfolio Performance Review 
a. Cary Allison of Morgan Stanley Wealth Management (MS) reviewed the performance 

of the Trust’s accounts as of January 31, 2016. 
b. The Portfolio Value as of 1/31/16 was $71,314,474.21 

 
Time weighted return net of fees 
Month to 

Date 
Quarter to 

Date 
Year to 
Date 

Latest 1 
Year 

Annualized 
latest 3 Year 

Annualized 
latest 5 Year 

Annualized 
Inception to 

Date 

-2.79 -2.79 -2.79 -4.20 2.76 4.05 5.50 
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c. A Motion to accept the report was made by Ray Chow, Seconded by Kathy 

McEachron. 
 

2. Market Overview 
a. Cary Allison spoke regarding the market. The Feds lowered interest rates in 

December 2015 and are supposed to lower them a few more times this year. 
However, Morgan Stanley doesn’t see it happening.  

b. Risk assets generated positive returns during the fourth quarter of 2015, despite 
disappointing performance among broad asset classes over the year in its entirety. 

c. Currency volatility, oil turbulence, emerging market woes, and the much-anticipated 
Fed rate hike in December dominated headlines throughout the quarter. 

d. All sectors within the S&P 500 generated positive returns in the fourth quarter of 
2015. The top-performing sector was Materials, which was up 9.7%. Health Care and 
Technology both rose 9.2% and were also among the top-performing sectors. The 
biggest laggards were Energy, which had a modest increase of 0.2%, and Utilities, 
which rose 1.1%. 

e. Morgan Stanley & Co. economists forecast U.S. Real GDP at 2.4% in 2015, 1.9% in 
2016 and 1.8% in 2017. 

f. Inflation remains low in the U.S. According to the Bureau of Labor Statistics, the 
seasonally adjusted Consumer Price Index increased 0.2% in October and was flat in 
November. 

g. The bond market struggled in the fourth quarter of 2015. The Barclays U.S. 
Aggregate Bond Index, a general measure of the bond market, fell 0.6% for the 
quarter. 

h. Interest rates increased during the fourth quarter, as the yield on the 10-Year U.S. 
Treasury note rose to a quarter-end 2.27% from 2.04% at the end of the third 
quarter of 2015. 

i. This item is information only. 
 

3. Investment Policy Statement Review 
a. Scott Rankin discussed the Investment Policy Statement. 
b. A Motion to accept the Investment Policy Statement as presented was made by Ray 

Chow, Seconded by Kathy McEachron 
 

VIII. ADMINISTRATION (Cont.) 
1. Annual Reporting on the Status of the Trust 

a. This report has been saved on the District website.  
b. A Motion to ratify the District’s Annual Reporting was made by Ray Chow, 

Seconded by Kathy McEachron 
2. Disbursement Report 

a. A Motion to ratify the District’s Disbursement Report was made by Ray Chow, 
Seconded by Kathy McEachron 

3. Updates to the Comprehensive Compliance Plan, Including the Substantive Plan 
a. Roslyn Washington discussed the updates to the Comprehensive Compliance Plan, 

including the Substantive Plan and provided the Board with copies of their annual 
Electronic Library.  
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b. This item is information only. 
 

4. Actuarial Valuation Study Update 
a. The Actuarial Valuation Study is due to be updated Feb 2017. 
b. Eugene Whitlock asked why the 7% Discount Rate hasn’t reached the 7% Target 

Rate of Return. Scott Rankin answered the TRR is based on long term goal 
objectives. He also advised the Board to view the historical data on rates shown in 
the Market Overview report.  

c. This item is information only. 
5. Future Transfer of Assets into the Trust 

a. It is estimated that $10M per year will be contributed. 
b. This item is information only. 

6. GASB Issues Final OBEB Statements 
a. Roslyn Washington discussed the pending changes with GASB 74/75. 
b. This item is information only. 

 
IX. INFORMATION REPORTS 

1. Retirement Board of Authority Comments 
No comments. This item is information only. 

2. Program Coordinator/Consultant Comments 
No Comments. This item is information only. 

3. Date, Time and Agenda Items for Next Meeting 
February 8, 2017, 1:00 PM-3:00 PM. This item is for information only. 

4. Adjournment 
A Motion to adjourn was made by Kathy McEachron, Seconded by Ray Chow. 
Meeting was adjourned at 2:27 PM. 
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BACKGROUND: 
 
The Governing Board of San Mateo County Community College District approved a Board 
Resolution authorizing the establishment of the District’s OPEB Investment Trust and the creation 
of the Retirement Board of Authority (RBOA) with a mandate to manage and operate the District’s 
OPEB Investment Trust. 
 
STATUS: 
 
The Retirement Board of Authority (RBOA) has been duly appointed by the Governing Board of 
the San Mateo County Community College District. Resolution: 09-8 established the 
representation of the Retirement Board of Authority whose membership is based on title and 
affiliation. The RBOA will acknowledge and welcome the District’s new Chief Financial Officer 
Bernata Slater as a new member of the Retirement Board of Authority. 
 
RECOMMENDATION: 
 
The formally designated Retirement Board of Authority will acknowledge and welcome new active 
members to the RBOA. 
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San Mateo County Community College District      July 22, 2009 
 
 
BOARD REPORT NO. 09-7-100B 
 
 
TO:   Members of the Board of Trustees 
 
FROM:   Ron Galatolo, Chancellor  
 
PREPARED BY: Kathryn Blackwood, Chief Financial Officer, 358-6869 
 
 

ADOPTION OF RESOLUTION 09-8 ESTABLISHING A TRUST FUND FOR POST-
RETIREMENT BENEFITS AND A RETIREMENT BOARD OF AUTHORITY 

 
 
During the past several years, the Board of Trustees has received periodic updates concerning the 
requirement for public entities to comply with new accounting standards requiring full disclosure and 
funding of benefits for retirees. Governmental Accounting Standards Board (GASB) Circulars 43, the 
reporting of the District’s GASB liability and 45, the requirements of funding of the District’s GASB 
liability, outline the requirements for public entities to address the issue of retiree health benefits that have 
not been pre-funded. 
 
The GASB standards have become effective for all national public entities on a phased in basis. Phase II 
public entities, which San Mateo County Community College District falls under, are to be in compliance 
with the GASB guidelines as of June 30th of this current fiscal year.  
              
The Governmental Accounting Standards Board (GASB) currently requires public employers to disclose 
the existence and/or cost of retiree health benefits.  Establishing a “plan” is the next step in the GASB 
compliance guidelines through an irrevocable trust or other arrangement that is exclusively for retiree 
health benefits and the assets of which are protected from creditors. Establishing an irrevocable trust 
allows the District to invest the funds in more long-term and more lucrative investments and also to allow 
the retirement reserve to actually reduce the District’s liability for post-retirement benefits. Establishing 
the trust and the agreements does not obligate the District to place funds in the trust, and funds may be 
disbursed from the trust for any current retiree benefit expense. This tends to lessen the negative aspects 
of the trust and continues to allow the District cash management flexibility. 
 
Prefunding by a Public Entity of the current and future financial liabilities for Other Pension Employee 
Benefits (OPEB) program creates the need to establish a Retirement Board of Authority (RBOA) to 
oversee the District’s compliance with the GASB 43 & 45 compliance guidelines.  
 
RECOMMENDATION 
 
It is recommended that the Board of Trustees adopt Resolution No. 09-8 establishing the trust fund for 
post-retirement benefits and the Retirement Board of Authority. 
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RESOLUTION NO. 09-8 
BY THE GOVERNING BOARD OF 

THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
STATE OF CALIFORNIA 

 
_______________________________________________________________________________ 

 
 

RESOLUTION ESTABLISHING A TRUST FUND FOR POST-RETIREMENT BENEFITS 
AND A RETIREMENT BOARD OF AUTHORITY  

 

WHEREAS, the Board of Trustees (the “Board”) of San Mateo County Community College 
District (“Employer”) desires to establish a trust (the “Trust”) to be used for the purposes of: (i) 
investment and disbursement of funds irrevocably designated by Employer for the payment of its 
obligations to eligible employees (and former employees) of Employer and their eligible 
dependents and beneficiaries for life, sick, hospitalization, major medical, accident, disability, 
dental and other similar benefits (sometimes referred to as “other post-employment benefits,” or 
“OPEB”), in compliance with Governmental Accounting Statement Nos. 43 and 45; and (ii) 
investment and disbursement of excess funds held by Employer for future use in connection with 
any lawful purpose of Employer, as further described herein; and 
 
WHEREAS, the Board has the authority and desire to establish a five (5) member Retirement 
Board of Authority for the Trust (the “Retirement Board of Authority”), which shall be 
appointed, terminated or replaced by the Employer at any time to serve at the pleasure of the 
Board, to have the authority to engage other necessary providers of services in connection with the 
Program, including the adoption of the Trust, the appointment of a fiduciary trustee and custodian, 
as well as to make any and all other decisions in the name of an on behalf of the Employer with 
regard to the Trust and other applicable agreements; 
 
NOW, THEREFORE, BE IT RESOLVED, that the Trust shall be established for the purposes 
described above, and that the Retirement Board of Authority shall be established to serve at the 
pleasure of the Employer, with authority to make decisions on behalf of and in the name of the 
Employer with regard to the implementation of the Trust and other corresponding agreements and 
the following persons shall be appointed as the members of the Retirement Board of Authority, 
until such time as their successors shall be appointed by the Employer: 
 
Chief Financial Officer 
Controller 
Vice Chancellor of Human Resources 
Classified Employee appointed by CSEA 
Faculty Employee appointed by AFT 
 
BE IT FURTHER RESOLVED that the Retirement Board of Authority is hereby authorized and 
directed to execute the Adoption Agreement to implement the Trust; it is authorized and directed to  
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execute the Futuris Program Services Agreement; and it is authorized to execute any other 
necessary agreements and take other action as is necessary to appoint the Trustee and any 
investment manager, as well as appoint any other “Authorized Representatives” who may act on 
behalf of the Employer in accordance with the terms of the Trust; and 
 
BE IT FURTHER RESOLVED that decisions of the Retirement Board of Authority shall require 
an affirmative vote of at least a majority of the members of the Retirement Board of Authority and 
that the decisions of the Retirement Board of Authority may be made in accordance with 
Government Code §§ 54950 et seq. (the “Brown Act”); and 
 
BE IT FURTHER RESOLVED that the members of the Retirement Board of Authority shall 
meet  periodically, for regular or special meetings to be held at any place which has been 
designated from time to time by resolution of the Retirement Board of Authority, on such date as 
they shall determine but not less than every twelve (12) months, with the notice of such time and 
place of each meeting being provided with no less than seventy-two (72) hours notice that is 
delivered personally or electronically by telephone, facsimile or other electronic means, to review 
the investments held in the Trust and to transact such other business and make such other decisions 
as are required to be made by the Retirement Board of Authority; and 
 
BE IT FURTHER RERSOLVED that any meeting, regular or special, may be held in any 
manner consistent with the Brown Act; and  
 
BE IT FURTHER RESOLVED that the members of the Retirement Board of Authority shall 
receive no compensation for serving as members of the Retirement Board of Authority; and 
  
BE IT FURTHER RESOLVED that the members of the Retirement Board of Authority are 
hereby authorized and directed to take any and all other actions as they deem necessary and 
appropriate to carry out the purposes of these resolutions, including the execution of any and all 
applicable agreements to implement the Trust and to carry out the purposes of the Program as 
otherwise described therein; and 

 
BE IT FURTHER RESOLVED that the members of the Retirement Board of Authority are 
hereby authorized to review and approve an Investment Policy Statement developed by the Trustee 
through consultation with the investment manager selected by the Trustee, which shall provide the 
guidelines for investment of funds and assets contributed by the Employer to the Trust, and that the 
Retirement Board of Authority are further authorized to amend the Investment Policy Statement 
from time to time as they shall determine appropriate based upon consultation and advice received 
from the Trustee and the investment manager; and   

 
BE IT FURTHER RESOLVED that the Trustee shall have the authority to cause any or all of the 
assets of the Trust to be commingled, if the investment and the issuance of such investment thereof 
would be exempt under the provisions of Sections 2(a)(36), 3(b)(1) or 3(c)(11) of the Investment 
Company Act of 1940 or Section 3(a)(2) of the Securities Act of 1933, with the assets of trusts 
created by others, causing such money to be invested as part of a common and/or collective trust 
fund; and 

 
BE IT FURTHER RESOLVED that the Retirement Board of Authority shall provide information 
and copies of investment statements and other similar reports regarding the Trust and its applicable 
investment performance to the Board on a not-less-than quarterly basis.  
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REGULARLY PASSED AND ADOPTED THIS 22ND DAY OF JULY, 2009. 
 
Ayes: 
 
 
 
 
 
Noes: 
 
 
Abstentions: 
 
 
Attest: _______________________________ 
 Patricia Miljanich, Vice President-Clerk 
 Board of Trustees 
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BACKGROUND: 
 
GASB 74 requires that a public agency value its Other Post Employment Benefits (OPEB) 
liabilities and report these liabilities on its financial statements. The creation of an Irrevocable Trust 
provides an opportunity for an agency to prefund the OPEB liability, thereby lowering the long 
term cost of funding the OPEB benefits. The service components of the Futuris Public Entity 
Investment Trust Program which help the public agency to establish and run an OPEB Trust are 
the TPA/Program Coordinator, the Discretionary Trustee, and the Registered Investment Advisor 
and are described in detail in the attached outline.  
 
STATUS: 
 
San Mateo County Community College District Governing Board has selected the Futuris Public 
Entity Program for the creation of their Irrevocable Trust.  The structure of the program is 
illustrated in the attached guidlines.  
 
RECOMMENDATION: 
 
It is recommended that all members of the San Mateo County CCD Retirement Board review the 
District’s Futuris Public Entity Investment Trust Program materials and have a clear understanding 
of the roles of the TPA/Program Coordinator, Discretionary Trustee and Registered Investment 
Advisor. 
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Service Providers 
Contact Information 

  
 

 

 

 
Keenan 

Financial 
Services 

 
Gail Beal, Senior Vice President 
Office Number – (800) 444-9995, Ext. 3602 
gbeal@keenan.com 
 

Primary Relationship Manager involving 
oversight of plan implementation and ongoing 
service including contract review and 
management of the Board of Authority. 

 
Keenan 

Financial 
Services 

 
Roslyn Washington, Senior Account Manager 
Office Number – (800) 444-9995, Ext. 3610 
rwashington@keenan.com 
 

Works Directly with the District manage the 
OPEB Trust account, and to obtain necessary 
information for development of the 
Substantive Plan and provide ongoing service. 

 
 

 

 
 

Benefit Trust     
Company 

Scott Rankin, Senior Vice President 
Office Number – (913) 319-0340 
srankin@benefittrust.com 
Kelly Spire, Vice President 
Office Number – (913) 319-0305 
kspire@benefittrust.com 

Provides Trust, Custody and Fiduciary 
services for the plan including recordkeeping, 
safekeeping of securities, collecting and 
crediting of dividends and interest, payment of 
benefits, etc. 

 

 

 
 

Morgan Stanley 
Investment 

Management  

 
Cary Allison, Senior Vice President 
Office Number –  (916) 797-7742 
cary.allison@morganstanley.com 
LaQuela Barnett, Registered Client Svc Associate 
Office Number –  (916)797-7733 
laquela.barnett@morganstanley.com 
 
 

Investment Services as the Registered 
Investment Advisor (RIA), works with the 
Agency to determine risk tolerance and 
maintain investment policy directives. 
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ROLES OF FUTURIS PROGRAM COORDINATOR AND CONSULTANTS 
 

The Program Coordinator provides the following functions: 
 

 Coordination of communication between the actuary and the 
employer 

 Oversight of Futuris Program 
 Education 
 Assistance with all aspects of the “Retirement Board of Authority” 
 Assistance in conducting Retirement Board of Authority meetings, in 

a manner consistent with the Brown Act 
• Preparation of Retirement Board of Authority meeting agendas 

and cover pages 
• Initial reparation of meeting minutes Assistance with 

communication to all Board Members as necessary and requested 
by the Board 

• Facilitating action items resulting from the Retirement Board of 
Authority meetings 

 Preparation of the Substantive Plan 
 Prepare and deliver Futuris Administrative Manual 
 Assistance in providing necessary information to auditors to 

complete the Required Supplemental Information Schedules (RSI) 
 Providing an Annual Report 
 Maintaining Plan Documents 
 Facilitating auditing services 
 Facilitating actuarial study 

 

The Discretionary Trustee’s responsibilities are: 

 Final selection of investment securities pursuant to advice received from the 
Registered Investment Advisor   

 Safekeeping of securities  
 Maintaining accurate records of all financial transactions  
 Payment of benefits  
 Payment of appropriate fees and expenses  
 Provide  periodic reports showing all deposits or receipts, disbursements, 

purchase, sales and income transactions, current asset holdings and market 
value of the portfolio  

  Provide internet access to account financial information  
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The Registered Investment Advisor’s responsibilities are: 

 Recommending Asset Allocation models  to the Trustee for the Target 
portfolios 

 Recommending specific investments  to the Trustee for the Target portfolios 
  Perform  Due Diligence  for the Trustee on all potential and recommended 

investments 
 Provide a quarterly report  to the Trustee on the status of all current 

investments 
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-006 

 
Status of the District’s Current OPEB Trust Independent 
Auditor’s Report 

 
Enclosure: 

 
Yes 

 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

Crowe Horwath, LLP  
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
The Independent Auditors Report provides the District’s OPEB Trust with an independent third 
party compliance certification relative to GASB accounting standards, financial reporting for OPEB 
expenses, OPEB liabilities, Note disclosures and Required Supplemental Information (RSI). 
 
 
STATUS: 
 
The Retirement Board of Authority will review and discuss the status of the current Independent 
Auditor’s certification relative to the District’s OPEB Trust compliance with GASB 74/75 
protocols and applicable Regulatory standards. 
 
RECOMMENDATION: 
 
The Retirement Board of Authority will accept the information provided and file accordingly. 
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
               03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
  2016/2017-007 

Annual Reporting on the Status of the Trust  
Enclosure: Yes 

 Action Item Yes 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
California Government Code 53216.4 requires an Annual Reporting of the funds held in the 
Investment Trust to beneficiaries of the District’s OPEB Plan. 
 
STATUS: 
 
The Retirement Board of Authority (RBOA) has approved the method of how the Annual 
Reporting on the Status of Funds held in the Trust will be made in compliance with California 
Government Code 53216.4. The Retirement Board of Authority shall ratify promulgation of the 
Annual Report on the Status of the Investment Trust to the District’s OPEB Plan beneficiaries for 
fiscal year ending June 30, 2016. 
 
RECOMMENDATION: 
 
The Retirement Board of Authority will review the Annual Report and take appropriate action as 
deemed necessary. 
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Cañada College, Redwood City 
College of San Mateo, San Mateo 
Skyline College, San Bruno 

3401 CSM Drive, San Mateo, CA 94402  V: (650) 574-6500 F: (650) 574-6574 

 
 
 

ANNUAL REPORT FOR THE 
SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

FUTURIS TRUST 
AUGUST 2016 

 
The San Mateo County Community College District has established the Futuris Public 
Entity Investment Trust. This Trust is an IRS Section 115 Trust that is used for the purposes 
of investment and disbursement of funds irrevocably designated by the District for the 
payment of its obligations to eligible employees (and former employees) of the District and 
their eligible dependents and beneficiaries for life, sick, hospitalization, major medical, 
accident, disability, dental and other similar benefits (sometimes referred to as “other post-
employment benefits,” or “OPEB”), in compliance with Governmental Accounting 
Statement Nos. 43/74 and 45/751.   
 
The Governmental Accounting Standards Board (GASB) adopted Statements 43/74 and 
45/75 for public sector employers to identify and report their Other Post-Employment 
Benefits (OPEB) liabilities.  GASB Statements 43 and 45 establish uniform financial 
reporting standards for OPEB and improve relevance and usefulness of the reporting.  Both 
of these standards provide instructions for calculating expenses and liabilities as well as 
requiring supplementary information schedules to be added to the year–end financial 
reports. GASB 74 and 75 build on the prior standards, requiring more disclosure, as well as 
more uniformity in calculating an agency’s OPEB liability.  
 
 
The District has created a Retirement Board of Authority consisting of District personnel to 
oversee and run the Futuris Trust.  Benefit Trust Company is the qualified Discretionary 
Trustee for asset and fiduciary management and investment policy development.  Keenan & 
Associates is the Program Coordinator for the Futuris Trust providing oversight of the 
Futuris program and guidance to the District. 
 
Attached to this notice is the most recent annual statement for the Trust.  This statement 
shows (as of the date of the statement); the total assets in the Trust, the market value, the 
book value, all contribution and distribution activity (including all fees and expenses 
associated with the Trust), income activity,  purchase activity, sale activity, and realized gains 
and losses.  Please note that the Trust is not itself an employee benefit plan.  Rather, the 
assets in the Trust are irrevocably designated for the funding of employee benefit plans.  
You are being provided this information pursuant to California Government Code Section 
53216.4. 
 
For more information regarding the Futuris Public Entity Investment Trust, please contact 
Raymond Chow, Chief Financial Officer at (650) 358-6742 with the San Mateo County 
Community College District.  

                                                 
1  GASB Standard No. 43 was superseded by Statement No. 74 for fiscal years beginning after June 15, 2016. 
GASB Standard No. 45 will be superseded by Statement No. 75 as of fiscal years beginning after June 15, 2017.  

Office of the Executive Vice Chancellor 
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-008 

 
Disbursement Report 

 
Enclosure: 

 
Yes 

 Action Item Yes 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
The District’s OPEB Trust is positioned to make withdrawals for the reimbursement of retiree 
benefits for eligible participants and for the “reasonable fees” associated with the management and 
operation of the Trust.  

 
STATUS:   
 
The Retirement Board of Authority (RBOA) shall ratify the “reasonable fees” associated with 
GASB 74/75 compliance and the Management/Operational duties of the District’s Investment 
Trust.  
 
RECOMMENDATION: 
 
The Retirement Board of Authority will hear the information and take appropriate action as 
deemed necessary. 
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50 of 116



  

 

51 of 116



 
  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-009 

 
Updates to the Comprehensive Compliance, including the 
“Substantive Plan” 

 
Enclosure: Yes 

 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
Under the Futuris program, Keenan Financial Services prepares a written summary of the 
“Substantive Plan”, as part of an overall Comprehensive Compliance Plan, which acts as both a 
road map and a record of the Retirement Board of Authority’s compliance with its fiduciary duties. 
 
STATUS: 
 
The Retirement Board of Authority will review District updates to the “Substantive Plan” and “e-
Library” reflecting compliance with GASB 74/75 protocols and applicable Regulatory standards for 
fiscal year ending 2016. 
 
RECOMMENDATION: 
 
The Retirement Board of Authority shall hear and receive the information presented. 
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Ongoing OPEB Questionnaire & Due Diligence 

 

 
PUBLIC ENTITY EMPLOYER NAME:   
 
PLAN YEAR:       July 1, 2015 – June 30, 2016       
 
To help us understand & determine ongoing Other Post Employment Benefits 
(OPEB) provided for retirees of the Public Entity Employer, please complete the 
following questionnaire. 
 
 
1 To determine OPEB ongoing liabilities, has a current Actuarial 

Valuation Report been produced & updated per GASB mandates? 
Date of most current Actuarial Valuation Report   
 

   Yes    No 

 2 Who is the Actuary that completed the Valuation Report? 

  
 

3 Have there been any changes/modifications to Bargaining 
Agreements recently (within this past year) that affect Retirees OPEB? 

   Yes    No 

  Certificated 
Date of most current Bargaining Agreement __________________ 

   Yes    No 

  Classified 
Date of most current Bargaining Agreement   

   Yes    No 

  Management 
Date of most current Bargaining Agreement   

   Yes    No 

  Other 
Date of most current Bargaining Agreement   
 

   Yes    No 

 4 Have there been modifications of program provisions or changes in 
insurance carriers of the Health Benefits Program provided to 
Retirees of the Employer in the past year? 
 
If the answer to No. 4 is Yes, please list any changes below or on a 
separate page.  
 

 

 

 
 

   Yes    No 
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Ongoing OPEB Questionnaire & Due Diligence 
 

 2 

 
5 

 
Are Spouses, Domestic Partners or Dependents covered under the 
Health Benefits provided to Retirees of the Employer? 
 
 

   Yes    No 

6 Have there been modifications of program provisions or changes in 
insurance carriers of the Dental Benefits provided to Retirees of the 
Employer? 
 
If the answer to No.6 is Yes, please list the changes  below: 
 

 

 

 

   Yes    No 

  
7 Are Spouses, Domestic Partners or Dependents covered under 

Dental Benefits provided to Retirees of the Employer? 
 

   Yes    No 

8 Have there been any modifications of any separate Prescription Drug 
Plan provided for Retirees of the Employer (including benefits for 
dependents)? 
 
If the answer to No.8 is Yes, please indicate all changes below or on a 
separate page. 
 

 

 

 

   Yes    No 

    
9 Are Long Term Care Benefits provided for Retirees of the 

Employer? 
 

   Yes    No 
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 3 

10 Are there any changes to other insurance coverage provided for 
Retirees of the Employer, including their dependents? (i.e., Life 
Insurance, change of carriers, changes regarding how much of the 
premium is paid by the Employer versus the Retiree, etc.) 
 

   Yes    No 

 If the answer to No.10 is Yes, please list additional insurance coverage  
and any changes below or on a separate page : 
 

 

 

 
11 Within the past year, have there been changes to any other 

arrangements or commitments for the Employer to pay for the cost 
of any post retirement benefits (other than pension benefits).  This 
would be applicable to any employee or employee contract or 
bargaining agreement that may be in place between the employee(s), 
the bargaining unit and the Employer. 
 

   Yes    No 

  

 
QUESTIONNAIRE  
COMPLETED BY:         
 
PUBLIC ENTITY  
EMPLOYER  
ACKNOWLEDGEMENT:  
 
DATE:    

 

12 Within the past year, have there been changes to any other 
arrangements or commitments for the Employer to pay for the costs, 
of any dependent of a retired Employee of the Employer?  
 

   Yes    No 

 If the answer to No. 12 is Yes, please list additional costs, benefits, etc.  
below or on a separate page 
_____________________________________________________ 
_____________________________________________________ 
_____________________________________________________ 
 

13 There are NO updates required at this time.                                                           
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-010 

Actuarial Valuation Study  Update  
Enclosure: Yes 

 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
GASB Statement 74, states that an Actuarial Valuation Study should be performed at least 
biannually.  The Retirement Board of Authority should discuss the need for obtaining an updated 
Actuarial Valuation Study.  
 
STATUS:   
 
The District’s current Actuarial Valuation Study has an effective date of February 1, 2015. The 
RBOA membership will review and analyze the status of updates to the current Actuarial Valuation 
Study.  
 
RECOMMENDATION: 
 
The Retirement Board of Authority shall hear and receive the information presented. 
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San Mateo County Community College District 
Actuarial Study of Retiree Health Liabilities 

PART I: EXECUTIVE SUMMARY 

A.  Introduction 

 

 San Mateo County Community College District engaged Total Compensation Systems, Inc. (TCS) to 

analyze liabilities associated with its current retiree health program as of February 1, 2015 (the valuation date). The 

numbers in this report are based on the assumption that they will first be used to determine accounting entries for the 

fiscal year ending June 30, 2015. If the report will first be used for a different fiscal year, the numbers will need to 

be adjusted accordingly. 

 

 This report does not reflect any cash benefits paid unless the retiree is required to provide proof that the 

cash benefits are used to reimburse the retiree’s cost of health benefits. Costs and liabilities attributable to cash 

benefits paid to retirees are reportable under Governmental Accounting Standards Board (GASB) Standards 25/27. 

 

 This actuarial study is intended to serve the following purposes: 

 

 To provide information to enable San Mateo CCD to manage the costs and liabilities associated 

with its retiree health benefits. 

 

 To provide information to enable San Mateo CCD to communicate the financial implications of 

retiree health benefits to internal financial staff, the Board, employee groups and other affected 

parties. 

 

 To provide information needed to comply with Governmental Accounting Standards Board 

Accounting Standards 43 and 45 related to "other postemployment benefits" (OPEB's). 

 

Because this report was prepared in compliance with GASB 43 and 45, as appropriate, San Mateo CCD should not 

use this report for any other purpose without discussion with TCS. This means that any discussions with employee 

groups, governing Boards, etc. should be restricted to the implications of GASB 43 and 45 compliance. 

 

 This actuarial report includes several estimates for San Mateo CCD's retiree health program. In addition to 

the tables included in this report, we also performed cash flow adequacy tests as required under Actuarial Standard 

of Practice 6 (ASOP 6). Our cash flow adequacy testing covers a twenty-year period. We would be happy to make 

this cash flow adequacy test available to San Mateo CCD in spreadsheet format upon request. 

 

 We calculated the following estimates separately for active employees and retirees.  As requested, we also 

separated results by the following employee classifications: AFSCME, Certificated Management, Certificated, 

Classified and Classified Management.  We estimated the following: 

 

  the total liability created. (The actuarial present value of total projected benefits or 

APVTPB) 

 

  the ten year "pay-as-you-go" cost to provide these benefits. 

 

  the "actuarial accrued liability (AAL)."  (The AAL is the portion of the APVTPB 

attributable to employees’ service prior to the valuation date.)  
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  the amount necessary to amortize the UAAL over a period of 25 years. 

 

 the annual contribution required to fund retiree benefits over the working lifetime of 

eligible employees (the "normal cost"). 

 

 The Annual Required Contribution (ARC) which is the basis of calculating the annual 

OPEB cost and net OPEB obligation under GASB 43 and 45. 

 

 We summarized the data used to perform this study in Appendix A. No effort was made to verify this 

information beyond brief tests for reasonableness and consistency. 

 

 All cost and liability figures contained in this study are estimates of future results.  Future results can vary 

dramatically and the accuracy of estimates contained in this report depends on the actuarial assumptions used.  

Normal costs and liabilities could easily vary by 10 - 20% or more from estimates contained in this report.   

B.  General Findings 

 

 We estimate the "pay-as-you-go" cost of providing retiree health benefits in the year beginning February 1, 

2015 to be $7,265,110 (see Section IV.A.). The “pay-as-you-go” cost is the cost of benefits for current retirees.  

 

 For current employees, the value of benefits "accrued" in the year beginning February 1, 2015 (the normal 

cost) is $2,853,655.  This normal cost would increase each year based on covered payroll.  Had San Mateo CCD 

begun accruing retiree health benefits when each current employee and retiree was hired, a substantial liability 

would have accumulated.  We estimate the amount that would have accumulated to be $119,086,798. This amount is 

called the "actuarial accrued liability” (AAL). The remaining unamortized balance of the initial unfunded AAL 

(UAAL) is $116,207,056. This leaves a “residual” AAL of $2,879,742. 

 

 San Mateo CCD has established a GASB 43 trust for future OPEB benefits. The actuarial value of plan 

assets at January 31, 2015 was $62,328,025. This leaves a residual unfunded actuarial accrued liability (UAAL) of 

negative $59,448,283. We calculated the annual cost to amortize the residual unfunded actuarial accrued liability 

using a 7% discount rate. We used an open 25 year amortization period.  The current year cost to amortize the 

residual unfunded actuarial accrued liability is negative $3,860,401. 

 

 Combining the normal cost with both the initial and residual UAAL amortization costs produces an annual 

required contribution (ARC) of $7,138,932. The ARC is used as the basis for determining expenses and liabilities 

under GASB 43/45. The ARC is used in lieu of (rather than in addition to) the “pay-as-you-go” cost. 

 

 We based all of the above estimates on employees as of January, 2015. Over time, liabilities and cash flow 

will vary based on the number and demographic characteristics of employees and retirees. 

C.  Description of Retiree Benefits 

 

 Following is a description of the current retiree benefit plan. District practices are based on Government 

Code sections collectively known as PEMHCA, which vary from collective bargaining agreements. 
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 AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

Benefit types provided Medical, Part B Medical, Part B Medical, Part B Medical, Part B Medical, Part B 

Duration of Benefits Lifetime Lifetime Lifetime Lifetime Lifetime 

Minimum Age 

Required Service 

Retirement from 

Applicable 

Retirement 

System 

Retirement from 

Applicable 

Retirement 

System 

Retirement from 

Applicable 

Retirement 

System 

Retirement from 

Applicable 

Retirement 

System 

Retirement from 

Applicable 

Retirement 

System 

Dependent Coverage Yes Yes Yes Yes Yes 

District Contribution % 100% 100% 100% 100% 100% 

District Cap $704 per month* 

 

$704 per month* 

 

$704 per month* 

 

$704 per month* 

 

$704 per month* 

 

*The District contribution is changed periodically. Grandfathered employees and retirees receive benefits that may 

exceed this cap. 

 

D.  Recommendations 

 

 It is outside the scope of this report to make specific recommendations of actions San Mateo CCD should 

take to manage the substantial liability created by the current retiree health program. Total Compensation Systems, 

Inc. can assist in identifying and evaluating options once this report has been studied. The following 

recommendations are intended only to allow the District to get more information from this and future studies. 

Because we have not conducted a comprehensive administrative audit of San Mateo CCD’s practices, it is possible 

that San Mateo CCD is already complying with some or all of our recommendations. 

 

  We recommend that San Mateo CCD inventory all benefits and services provided to retirees – 

whether contractually or not and whether retiree-paid or not. For each, San Mateo CCD should 

determine whether the benefit is material and subject to GASB 43 and/or 45. 

 

  We recommend that San Mateo CCD conduct a study whenever events or contemplated 

actions significantly affect present or future liabilities, but no less frequently than every two 

years, as required under GASB 43/45.  

 

  We recommend that the District communicate the magnitude of these costs to employees 

and include employees in discussions of options to control the costs. 

 

 Under GASB 45, it is important to isolate the cost of retiree health benefits. San Mateo CCD should 

have all premiums, claims and expenses for retirees separated from active employee premiums, 

claims, expenses, etc. To the extent any retiree benefits are made available to retirees over the age 

of 65 – even on a retiree-pay-all basis – all premiums, claims and expenses for post-65 retiree 

coverage should be segregated from those for pre-65 coverage. Furthermore, San Mateo CCD 

should arrange for the rates or prices of all retiree benefits to be set on what is expected to be a self-

sustaining basis. 

 

 San Mateo CCD should establish a way of designating employees as eligible or ineligible for future 

OPEB benefits. Ineligible employees can include those in ineligible job classes; those hired after a 

designated date restricting eligibility; those who, due to their age at hire cannot qualify for District-
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paid OPEB benefits; employees who exceed the termination age for OPEB benefits, etc. 

 

  Several assumptions were made in estimating costs and liabilities under San Mateo CCD's 

retiree health program.  Further studies may be desired to validate any assumptions where 

there is any doubt that the assumption is appropriate.  (See Appendices B and C for a list of 

assumptions and concerns.) For example, San Mateo CCD should maintain a retiree 

database that includes – in addition to date of birth, gender and employee classification – 

retirement date and (if applicable) dependent date of birth, relationship and gender. It will 

also be helpful for San Mateo CCD to maintain employment termination information – 

namely, the number of OPEB-eligible employees in each employee class that terminate 

employment each year for reasons other than death, disability or retirement. 

 

Respectfully submitted, 

 
Geoffrey L. Kischuk, FSA, MAAA, FCA 

Consultant 

Total Compensation Systems, Inc. 

(805) 496-1700 
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 PART II:  BACKGROUND 

A.  Summary 

 

 Accounting principles provide that the cost of retiree benefits should be “accrued” over employees' working 

lifetime. For this reason, the Governmental Accounting Standards Board (GASB) issued in 2004 Accounting 

Standards 43 and 45 for retiree health benefits. These standards apply to all public employers that pay any part of the 

cost of retiree health benefits for current or future retirees (including early retirees). 

B.  Actuarial Accrual 

 

 To actuarially accrue retiree health benefits requires determining the amount to expense each year so that 

the liability accumulated at retirement is, on average, sufficient (with interest) to cover all retiree health expenditures 

without the need for additional expenses. There are many different ways to determine the annual accrual amount. 

The calculation method used is called an “actuarial cost method.” 

 

 Under most actuarial cost methods, there are two components of actuarial cost - a “normal cost” and 

amortization of something called the “unfunded actuarial accrued liability.” Both accounting standards and actuarial 

standards usually address these two components separately (though alternative terminology is sometimes used). 

 

 The normal cost can be thought of as the value of the benefit earned each year if benefits are accrued during 

the working lifetime of employees. This report will not discuss differences between actuarial cost methods or their 

application. Instead, following is a description of a commonly used, generally accepted actuarial cost method 

permitted under GASB 43 and 45. This actuarial cost method is called the “entry age normal” method. 

 

 Under the entry age normal cost method, the actuary determines the annual amount needing to be expensed  

from hire until retirement to fully accrue the cost of retiree health benefits. This amount is the normal cost. Under 

GASB 43 and 45, normal cost can be expressed either as a level dollar amount or a level percentage of payroll. 

 

 The normal cost is determined using several key assumptions: 

 

  The current cost of retiree health benefits (often varying by age, Medicare status and/or dependent 

coverage). The higher the current cost of retiree benefits, the higher the normal cost. 

 

  The “trend” rate at which retiree health benefits are expected to increase over time. A higher trend 

rate increases the normal cost.  A “cap” on District contributions can reduce trend to zero once the 

cap is reached thereby dramatically reducing normal costs. 

 

  Mortality rates varying by age and sex. (Unisex mortality rates are not often used as individual 

OPEB benefits do not depend on the mortality table used.) If employees die prior to retirement, past 

contributions are available to fund benefits for employees who live to retirement. After retirement, 

death results in benefit termination or reduction. Although higher mortality rates reduce normal 

costs, the mortality assumption is not likely to vary from employer to employer. 

 

  Employment termination rates have the same effect as mortality inasmuch as higher termination 

rates reduce normal costs. Employment termination can vary considerably between public agencies. 

 

  The service requirement reflects years of service required to earn full or partial retiree benefits.  
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While a longer service requirement reduces costs, cost reductions are not usually substantial unless 

the service period exceeds 20 years of service. 

 

  Retirement rates determine what proportion of employees retire at each age (assuming employees 

reach the requisite length of service). Retirement rates often vary by employee classification and 

implicitly reflect the minimum retirement age required for eligibility. Retirement rates also depend 

on the amount of pension benefits available. Higher retirement rates increase normal costs but, 

except for differences in minimum retirement age, retirement rates tend to be consistent between 

public agencies for each employee type. 

 

  Participation rates indicate what proportion of retirees are expected to elect retiree health benefits 

if a significant retiree contribution is required. Higher participation rates increase costs. 

 

  The discount rate estimates investment earnings for assets earmarked to cover retiree health benefit 

liabilities. The discount rate depends on the nature of underlying assets. For example, employer 

funds earning money market rates in the county treasury are likely to earn far less than an 

irrevocable trust containing a diversified asset portfolio including stocks, bonds, etc. A higher 

discount rate can dramatically lower normal costs. GASB 43 and 45 require the interest assumption 

to reflect likely long term investment return. 

 

 The assumptions listed above are not exhaustive, but are the most common assumptions used in actuarial 

cost calculations. The actuary selects the assumptions which - taken together - will yield reasonable results. It's not 

necessary (or even possible) to predict individual assumptions with complete accuracy. 

 

 If all actuarial assumptions are exactly met and an employer expensed the normal cost every year for all past 

and current employees and retirees, a sizeable liability would have accumulated (after adding interest and 

subtracting retiree benefit costs). The liability that would have accumulated is called the actuarial accrued liability or 

AAL. The excess of  AAL over the actuarial value of plan assets is called the unfunded actuarial accrued liability 

(or UAAL). Under GASB 43 and 45, in order for assets to count toward offsetting the AAL, the assets have to be 

held in an irrevocable trust that is safe from creditors and can only be used to provide OPEB benefits to eligible 

participants. 

 

 The actuarial accrued liability (AAL) can arise in several ways. At inception of GASB 43 and 45, there is 

usually a substantial UAAL. Some portion of this amount can be established as the "transition obligation" subject to 

certain constraints. UAAL can also increase as the result of operation of a retiree health plan - e.g., as a result of plan 

changes or changes in actuarial assumptions.  Finally, AAL can arise from actuarial gains and losses. Actuarial gains 

and losses result from differences between actuarial assumptions and actual plan experience. 

 

 Under GASB 43 and 45, employers have several options on how the UAAL can be amortized as follows: 

 

 The employer can select an amortization period of 1 to 30 years. (For certain situations that result in a 

reduction of the AAL, the amortization period must be at least 10 years.) 

 

 The employer may apply the same amortization period to the total combined UAAL or can apply 

different periods to different components of the UAAL. 

 

 The employer may elect a “closed” or “open” amortization period. 

 

 The employer may choose to amortize on a level dollar or level percentage of payroll method. 
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PART III:  LIABILITIES AND COSTS FOR RETIREE BENEFITS 

A.  Introduction. 

 

 We calculated the actuarial present value of projected benefits (APVPB) separately for each employee. We 

determined eligibility for retiree benefits based on information supplied by San Mateo CCD. We then selected 

assumptions for the factors discussed in the above Section that, based on plan experience and our training and 

experience, represent our best prediction of future plan experience. For each employee, we applied the appropriate 

factors based on the employee's age, sex and length of service. 

 

 We summarized actuarial assumptions used for this study in Appendix C. 

B.  Medicare 

 

 The extent of Medicare coverage can affect projections of retiree health costs.   The method of coordinating 

Medicare benefits with the retiree health plan’s benefits can have a substantial impact on retiree health costs. We 

will be happy to provide more information about Medicare integration methods if requested. 

C.  Liability for Retiree Benefits. 

 

 For each employee, we projected future premium costs using an assumed trend rate (see Appendix C).   To 

the extent San Mateo CCD uses contribution caps, the influence of the trend factor is further reduced. 

 

 We multiplied each year's projected cost by the probability that premium will be paid; i.e. based on the 

probability that the employee is living, has not terminated employment and has retired. The probability that premium 

will be paid is zero if the employee is not eligible. The employee is not eligible if s/he has not met minimum service, 

minimum age or, if applicable, maximum age requirements. 

 

 The product of each year's premium cost and the probability that premium will be paid equals the expected 

cost for that year. We discounted the expected cost for each year to the valuation date February 1, 2015 at 7% 

interest. 

 

 Finally, we multiplied the above discounted expected cost figures by the probability that the retiree would 

elect coverage. A retiree may not elect to be covered if retiree health coverage is available less expensively from 

another source (e.g. Medicare risk contract) or the retiree is covered under a spouse's plan. 

 

 For any current retirees, the approach used was similar.  The major difference is that the probability of 

payment for current retirees depends only on mortality and age restrictions (i.e. for retired employees the probability 

of being retired and of not being terminated are always both 1.0000). 

 

 We added the APVPB for all employees to get the actuarial present value of total projected benefits 

(APVTPB). The APVTPB is the estimated present value of all future retiree health benefits for all current 

employees and retirees. The APVTPB is the amount on February 1, 2015 that, if all actuarial assumptions are 

exactly right, would be sufficient to expense all promised benefits until the last current employee or retiree dies or 

reaches the maximum eligibility age. 
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Actuarial Present Value of Total Projected Benefits at February 1, 2015 

 Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

Active: Pre-65 $12,199,356 $1,259,147 $474,419 $4,382,567 $4,086,049 $1,997,174 

Post-65 $50,525,267 $4,110,300 $3,004,454 $20,485,525 $15,364,875 $7,560,113 

Subtotal $62,724,623 $5,369,447 $3,478,873 $24,868,092 $19,450,924 $9,557,287 

       

Retiree: Pre-65 $3,400,170 $808,401 $16,593 $743,782 $1,477,809 $353,585 

Post-65 $70,277,075 $1,327,731 $801,103 $42,259,951 $24,715,508 $1,172,782 

Subtotal $73,677,245 $2,136,132 $817,696 $43,003,733 $26,193,317 $1,526,367 

       

Grand Total $136,401,868 $7,505,579 $4,296,569 $67,871,825 $45,644,241 $11,083,654 

       

Subtotal Pre-65 $15,599,526 $2,067,548 $491,012 $5,126,349 $5,563,858 $2,350,759 

Subtotal Post-65 $120,802,342 $5,438,031 $3,805,557 $62,745,476 $40,080,383 $8,732,895 

 

 The APVTPB should be accrued over the working lifetime of employees. At any time much of it has not 

been “earned” by employees. The APVTPB is used to develop expense and liability figures. To do so, the APVTFB 

is divided into two parts: the portions attributable to service rendered prior to the valuation date (the past service 

liability or actuarial accrued liability under GASB 43 and 45) and to service after the valuation date but prior to 

retirement (the future service liability). 

 

 The past service and future service liabilities are each funded in a different way. We will start with the 

future service liability which is funded by the normal cost. 

D.  Cost to Prefund Retiree Benefits 

 1.  Normal Cost 

 

 The average hire age for eligible employees is 38. To accrue the liability by retirement, the District would 

accrue the retiree liability over a period of about 23 years (assuming an average retirement age of 61). We applied an 

"entry age normal" actuarial cost method to determine funding rates for active employees. The table below 

summarizes the calculated normal cost. 

 

Normal Cost Year Beginning February 1, 2015 

 Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

# of Employees 878 84 50 325 291 128 

Per  Capita Normal Cost       

Pre-65 Benefit N/A $828 $778 $852 $733 $733 

Post-65 Benefit N/A $2,322 $3,356 $2,838 $2,094 $2,083 

       

First Year Normal Cost       

Pre-65 Benefit $692,479 $69,552 $38,900 $276,900 $213,303 $93,824 

Post-65 Benefit $2,161,176 $195,048 $167,800 $922,350 $609,354 $266,624 

Total $2,853,655 $264,600 $206,700 $1,199,250 $822,657 $360,448 

 

 Accruing retiree health benefit costs using normal costs levels out the cost of retiree health benefits over 

time and more fairly reflects the value of benefits "earned" each year by employees.  This normal cost would 

increase each year based on covered payroll. 
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 2.  Amortization of Unfunded Actuarial Accrued Liability (UAAL) 

 

 If actuarial assumptions are borne out by experience, the District will fully accrue retiree benefits by 

expensing an amount each year that equals the normal cost. If no accruals had taken place in the past, there would be 

a shortfall of many years' accruals, accumulated interest and forfeitures for terminated or deceased employees. This 

shortfall is called the actuarial accrued liability (AAL). We calculated the AAL as the APVTPB minus the present 

value of future normal costs. 

 

 The initial UAAL was amortized using level percent, closed 30 year amortization. The District can amortize 

the remaining or residual UAAL over many years. The table below shows the annual amount necessary to amortize 

the UAAL over a period of 25 years at 7% interest. (Thirty years is the longest amortization period allowable under 

GASB 43 and 45.) GASB 43 and 45 allow amortizing the UAAL using either payments that stay the same as a 

dollar amount, or payments that are a flat percentage of covered payroll over time. The figures below reflect level 

percent, open 25 year amortization. 

 

Actuarial Accrued Liability as of February 1, 2015 

 Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

Active: Pre-65 $7,971,843 $785,006 $282,325 $2,771,266 $2,705,551 $1,427,695 

Post-65 $37,437,709 $2,780,644 $2,175,831 $15,118,303 $11,421,132 $5,941,799 

Subtotal $45,409,552 $3,565,650 $2,458,156 $17,889,569 $14,126,683 $7,369,494 

       

Retiree: Pre-65 $3,400,170 $808,401 $16,593 $743,782 $1,477,809 $353,585 

Post-65 $70,277,075 $1,327,731 $801,103 $42,259,951 $24,715,508 $1,172,782 

Subtotal $73,677,245 $2,136,132 $817,696 $43,003,733 $26,193,317 $1,526,367 

       

Subtot Pre-65 $11,372,013 $1,593,407 $298,918 $3,515,048 $4,183,360 $1,781,280 

Subtot Post-65 $107,714,784 $4,108,375 $2,976,934 $57,378,254 $36,136,640 $7,114,581 

       

Grand Total $119,086,798 $5,701,783 $3,275,852 $60,893,301 $40,320,000 $8,895,862 

Unamortized Initial UAAL $116,207,056 

Plan assets at 1/31/15 $62,328,025 

Residual UAAL ($59,448,283) 

  

Residual UAAL Amortization 

at 7% over 25 Years 

($3,860,401) 

 

 3.  Annual Required Contributions (ARC) 

 

 If the District determines retiree health plan expenses in accordance with GASB 43 and 45, costs include 

both normal cost and one or more components of UAAL amortization costs.  The sum of normal cost and UAAL 

amortization costs is called the Annual Required Contribution (ARC) and is shown below. 

 

Annual Required Contribution (ARC) Year Beginning February 1, 2015 

 Total 

Normal Cost $2,853,655 

Initial UAAL Amortization $8,145,678 

Residual UAAL Amortization ($3,860,401) 

ARC $7,138,932 
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 The normal cost remains as long as there are active employees who may some day qualify for District-paid 

retiree health benefits.  This normal cost would increase each year based on covered payroll.  

 4.  Other Components of Annual OPEB Cost (AOC) 

 

 Expense and liability amounts may include more components of cost than the normal cost plus amortization 

of the UAAL. This applies to employers that don’t fully fund the Annual Required Contribution (ARC) through an 

irrevocable trust. 

 

  The annual OPEB cost (AOC) includes assumed interest on the net OPEB obligation 

(NOO). The annual OPEB cost also includes an amortization adjustment for the net OPEB 

obligation. (It should be noted that there is no NOO if the ARC is fully funded through a 

qualifying “plan”.) 

 

  The net OPEB obligation equals the accumulated differences between the (AOC) and 

qualifying “plan” contributions. 
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 PART IV: "PAY AS YOU GO" FUNDING OF RETIREE BENEFITS 

 

 We used the actuarial assumptions shown in Appendix C to project ten year cash flow under the retiree 

health program. Because these cash flow estimates reflect average assumptions applied to a relatively small number 

of employees, estimates for individual years are certain to be inaccurate. However, these estimates show the size of 

cash outflow. 

 

 The following table shows a projection of annual amounts needed to pay the District share of retiree health 

premiums. 

 

 

Year Beginning 

February 1 Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

2015 $7,265,110 $146,770 $80,842 $4,394,536 $2,466,590 $176,372 

2016 $7,416,979 $158,321 $86,943 $4,456,878 $2,516,177 $198,660 

2017 $7,774,146 $189,136 $111,168 $4,600,516 $2,601,061 $272,265 

2018 $8,058,615 $224,365 $133,645 $4,682,560 $2,688,330 $329,715 

2019 $8,336,384 $260,110 $156,758 $4,757,674 $2,763,947 $397,895 

2020 $8,585,314 $297,386 $178,721 $4,818,546 $2,837,636 $453,025 

2021 $8,807,552 $336,451 $200,618 $4,860,197 $2,901,116 $509,170 

2022 $9,012,471 $374,358 $221,816 $4,885,632 $2,960,448 $570,217 

2023 $9,210,407 $403,001 $246,260 $4,905,969 $3,034,972 $620,205 

2024 $9,416,566 $437,508 $271,803 $4,927,194 $3,105,749 $674,312 
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PART V:  RECOMMENDATIONS FOR FUTURE VALUATIONS 

 

 To effectively manage benefit costs, an employer must periodically examine the existing liability for retiree 

benefits as well as future annual expected premium costs. GASB 43/45 require biennial valuations. In addition, a 

valuation should be conducted whenever plan changes, changes in actuarial assumptions or other employer actions 

are likely to cause a material change in accrual costs and/or liabilities. 

 

 Following are examples of actions that could trigger a new valuation. 

 

   An employer should perform a valuation whenever the employer considers or puts in place 

an early retirement incentive program. 

 

   An employer should perform a valuation whenever the employer adopts a retiree benefit 

plan for some or all employees. 

 

   An employer should perform a valuation whenever the employer considers or implements 

changes to retiree benefit provisions or eligibility requirements. 

 

   An employer should perform a valuation whenever the employer introduces or changes 

retiree contributions. 

 

 We recommend San Mateo CCD take the following actions to ease future valuations. 

 

  We have used our training, experience and information available to us to establish the 

actuarial assumptions used in this valuation. We have no information to indicate that any of 

the assumptions do not reasonably reflect future plan experience. However, the District 

should review the actuarial assumptions in Appendix C carefully. If the District has any 

reason to believe that any of these assumptions do not reasonably represent the expected 

future experience of the retiree health plan, the District should engage in discussions or 

perform analyses to determine the best estimate of the assumption in question. 
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PART VI:  APPENDICES 

APPENDIX A:  MATERIALS USED FOR THIS STUDY 

 

 We relied on the following materials to complete this study. 

 

      We used paper reports and digital files containing employee demographic data from the 

District personnel records. 

 

      We used relevant sections of collective bargaining agreements provided by the District. 
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APPENDIX B:  EFFECT OF ASSUMPTIONS USED IN CALCULATIONS 

 

 While we believe the estimates in this study are reasonable overall, it was necessary for us to use 

assumptions which inevitably introduce errors.  We believe that the errors caused by our assumptions will not 

materially affect study results. If the District wants more refined estimates for decision-making, we recommend 

additional investigation.  Following is a brief summary of the impact of some of the more critical assumptions. 

 

 1. Where actuarial assumptions differ from expected experience, our estimates could be 

overstated or understated.  One of the most critical assumptions is the medical trend rate.  

The District may want to commission further study to assess the sensitivity of liability 

estimates to our medical trend assumptions.  For example, it may be helpful to know how 

liabilities would be affected by using a trend factor 1% higher than what was used in this 

study. There is an additional fee required to calculate the impact of alternative trend 

assumptions. 

 

 2. We used an "entry age normal" actuarial cost method to estimate the actuarial accrued 

liability and normal cost.  GASB allows this as one of several permissible methods under 

GASB45.  Using a different cost method could result in a somewhat different recognition 

pattern of costs and liabilities. 
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APPENDIX C:  ACTUARIAL ASSUMPTIONS AND METHODS 

 

 Following is a summary of actuarial assumptions and methods used in this study. The District should 

carefully review these assumptions and methods to make sure they reflect the District's assessment of its underlying 

experience. It is important for San Mateo CCD to understand that the appropriateness of all selected actuarial 

assumptions and methods are San Mateo CCD’s responsibility. Unless otherwise disclosed in this report, TCS 

believes that all methods and assumptions are within a reasonable range based on the provisions of GASB 43 and 

45, applicable actuarial standards of practice, San Mateo CCD’s actual historical experience, and TCS’s judgment 

based on experience and training. 

 

ACTUARIAL METHODS AND ASSUMPTIONS: 

 

 ACTUARIAL COST METHOD: Entry age normal. The allocation of OPEB cost is based on years of 

service. We used the level percentage of payroll method to allocate OPEB cost over years 

of service.  

 

Entry age is based on the age at hire for eligible employees. The attribution period is 

determined as the difference between the expected retirement age and the age at hire. The 

present value of future benefits and present value of future normal costs are determined on 

an employee by employee basis and then aggregated. 

 

To the extent that different benefit formulas apply to different employees of the same class, 

the normal cost is based on the benefit plan applicable to the most recently hired employees 

(including future hires if a new benefit formula has been agreed to and communicated to 

employees). 

 

 AMORTIZATION METHODS: We used a level percent, closed 30 year amortization period for the initial 

UAAL. We used a level percent, open 25 year amortization period for any residual UAAL. 

 

 SUBSTANTIVE PLAN: As required under GASB 43 and 45, we based the valuation on the substantive 

plan. The formulation of the substantive plan was based on a review of written plan 

documents as well as historical information provided by San Mateo CCD regarding 

practices with respect to employer and employee contributions and other relevant factors. 
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ECONOMIC ASSUMPTIONS: 

Economic assumptions are set under the guidance of Actuarial Standard of Practice 27 (ASOP 27). Among other 

things, ASOP 27 provides that economic assumptions should reflect a consistent underlying rate of general inflation. 

For that reason, we show our assumed long-term inflation rate below. 

 

 INFLATION: We assumed 2.75% per year. 

 

 INVESTMENT RETURN / DISCOUNT RATE:  We assumed 7% per year. This is based on assumed long-

term return on plan assets assuming 100% funding through Futuris. We used the “Building 

Block Method” as described in ASOP 27 Paragraph 3.6.2. 

 

 TREND: We assumed 4% per year. Our long-term trend assumption is based on the conclusion that, 

while medical trend will continue to be cyclical, the average increase over time cannot 

continue to outstrip general inflation by a wide margin. Trend increases in excess of 

general inflation result in dramatic increases in unemployment, the number of uninsured 

and the number of underinsured. These effects are nearing a tipping point which will 

inevitably result in fundamental changes in health care finance and/or delivery which will 

bring increases in health care costs more closely in line with general inflation. We do not 

believe it is reasonable to project historical trend vs. inflation differences several decades 

into the future. 

 

 PAYROLL INCREASE: We assumed 2.75% per year. This assumption applies only to the extent that either 

or both of the normal cost and/or UAAL amortization use the level percentage of payroll 

method. For purposes of applying the level percentage of payroll method, payroll increase 

must not assume any increases in staff or merit increases. 

 

 ACTUARIAL VALUE OF PLAN ASSETS (AVA):  We used asset values provided by San Mateo CCD. We 

used a 5 year smoothing formula with a 20% corridor around market value. 

 

   The following are the calculations for the adjusted value of plan assets: 

 

Futuris - Custom San Mateo CCD Amount 

(1) Market value at 1/31/15 $62,138,871 

(2) Accumulated contributions (disbursements) at 7% $62,375,313 

(3) Value in (2) + 1/5 of (1) minus (2) $62,328,025 

(4) Value in (3) adjusted to minimum or maximum*  $62,328,025 

(5) AVA at 1/31/15 adjusted to valuation date at 7% $62,328,025 

 

 * Minimum is 80% of market value; maximum is 120% of market value 

.
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NON-ECONOMIC ASSUMPTIONS: 

Economic assumptions are set under the guidance of Actuarial Standard of Practice 35 (ASOP 35). 

 

MORTALITY 

Employee Type Mortality Tables 

Certificated 2009 CalSTRS Mortality 

Classified 2014 CalPERS Active Mortality for Miscellaneous Employees 

 

RETIREMENT RATES 

Employee Type Retirement Rate Tables 

Certificated 2009 CalSTRS Retirement Rates 

AFSCME Hired before 1/1/2013: 2009 CalPERS Retirement Rates for School Employees 

Hired after 12/31/2012: 2009 CalPERS Retirement Rates for Miscellaneous Employees 

2%@60 adjusted to minimum retirement age of 52 

Classified Hired before 1/1/2013: 2009 CalPERS Retirement Rates for School Employees 

Hired after 12/31/2012: 2009 CalPERS Retirement Rates for Miscellaneous Employees 

2%@60 adjusted to minimum retirement age of 52 

Classified Management Hired before 1/1/2013: 2009 CalPERS Retirement Rates for School Employees 

Hired after 12/31/2012: 2009 CalPERS Retirement Rates for Miscellaneous Employees 

2%@60 adjusted to minimum retirement age of 52 

 

VESTING RATES 

Employee Type Vesting Rate Tables 

Certificated Retirement from applicable retirement systeme 

AFSCME Retirement from applicable retirement systeme 

Classified Retirement from applicable retirement systeme 

Classified Management Retirement from applicable retirement systeme 

 

COSTS FOR RETIREE COVERAGE 

There was not sufficient information available to determine whether there is an implicit subsidy for retiree health 

costs. Based on ASOP 6, there can be justification for using “community-rated” premiums as the basis for the 

valuation where the insurer is committed to continuing rating practices. This is especially true where sufficient 

information is not available to determine the magnitude of the subsidy. However, San Mateo CCD should recognize 

that costs and liabilities in this report could change significantly if either the current insurer changes rating practices 

or if San Mateo CCD changes insurers. 

 

Retiree liabilities are based on actual retiree costs. Liabilities for active participants are based on the first year costs 

shown below. Subsequent years’ costs are based on first year costs adjusted for trend and limited by any District 

contribution caps. 

Employee Type Future Retirees Pre-65 Future Retirees Post-65 

AFSCME Hired < 7/1/95: $12,887 

Hired > 6/30/95: $8,051 

Hired < 7/1/95: $7,782 

Hired > 6/30/95: $7,632 

Certificated Hired < 7/1/95: $13,294 

Hired > 6/30/95: $8,051 

Hired < 7/1/95: $9,561 

Hired > 6/30/95: $7,632 

Certificated Management Hired < 7/1/95: $13,294 

Hired > 6/30/95: $8,051 

Hired < 7/1/95: $9,561 

Hired > 6/30/95: $7,632 

Classified Hired < 7/1/95: $12,887 

Hired > 6/30/95: $8,051 

Hired < 7/1/95: $7,782 

Hired > 6/30/95: $7,632 

Classified Management Hired < 7/1/95: $12,887 

Hired > 6/30/95: $8,051 

Hired < 7/1/95: $7,782 

Hired > 6/30/95: $7,632 
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PARTICIPATION RATES 

Employee Type <65 Non-Medicare Participation % 65+ Medicare Participation % 

Certificated 100% 100% 

Classified 100% 100% 

 

TURNOVER 

Employee Type Turnover Rate Tables 

Certificated 2009 CalSTRS Termination Rates 

Classified 2009 CalPERS Termination Rates for School Employees 

 

SPOUSE PREVALENCE 

To the extent not provided and when needed to calculate benefit liabilities, 80% of retirees assumed to be married at 

retirement. After retirement, the percentage married is adjusted to reflect mortality. 

 

SPOUSE AGES 

To the extent spouse dates of birth are not provided and when needed to calculate benefit liabilities, female spouse 

assumed to be three years younger than male. 

 

AGING FACTORS 

Attained Age Medical Annual Increases  

50-64 3.5%  

65-69 3.0%  

70-74 2.5%  

75-79 1.5%  

80-84 0.5%  

85+ 0.0%  
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APPENDIX D:  DISTRIBUTION OF ELIGIBLE PARTICIPANTS BY AGE 

 

ELIGIBLE ACTIVE EMPLOYEES 

Age Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

Under 25 6 1 0 0 4 1 

25-29 47 6 0 2 34 5 

30-34 73 6 1 25 32 9 

35-39 112 12 5 36 41 18 

40-44 84 10 3 33 23 15 

45-49 113 11 12 45 27 18 

50-54 128 16 7 49 41 15 

55-59 133 16 5 51 44 17 

60-64 114 6 9 41 35 23 

65 and older 68 0 8 43 10 7 

Total 878 84 50 325 291 128 

 

ELIGIBLE RETIREES 

Age Total AFSCME 

Certificated 

Management Certificated Classified 

Classified 

Management 

Under 50 0 0 0 0 0 0 

50-54 2 0 0 0 1 1 

55-59 16 7 0 2 6 1 

60-64 66 1 1 27 33 4 

65-69 115 1 4 53 55 2 

70-74 152 0 2 99 50 1 

75-79 129 0 1 86 41 1 

80-84 129 0 0 89 39 1 

85-89 85 0 0 53 31 1 

90 and older 74 0 0 35 36 3 

Total 768 9 8 444 292 15 
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APPENDIX E:  CALCULATION OF GASB 43/45 ACCOUNTING ENTRIES 

 

 This report is to be used to calculate accounting entries rather than to provide the dollar amount of 

accounting entries. How the report is to be used to calculate accounting entries depends on several factors. Among 

them are: 

 

1) The amount of prior accounting entries; 

 

2) Whether individual components of the ARC are calculated as a level dollar amount or as a level 

percentage of payroll; 

 

3) Whether the employer using a level percentage of payroll method elects to use for this purpose 

projected payroll, budgeted payroll or actual payroll; 

 

4) Whether the employer chooses to adjust the numbers in the report to reflect the difference between the 

valuation date and the first fiscal year for which the numbers will be used. 

 

To the extent the level percentage of payroll method is used, the employer should adjust the numbers in this report 

as appropriate to reflect the change in OPEB covered payroll. It should be noted that OPEB covered payroll should 

only reflect types of pay generating pension credits for plan participants. Please note that plan participants do not 

necessarily include all active employees eligible for health benefits for several reasons. Following are examples. 

 

1) The number of hours worked or other eligibility criteria may differ for OPEB compared to active health 

benefits; 

 

2) There may be active employees over the maximum age OPEB are paid through. For example, if an 

OPEB plan pays benefits only to Medicare age, any active employees currently over Medicare age are 

not plan participants; 

 

3) Employees hired at an age where they will exceed the maximum age for benefits when the service 

requirement is met are also not plan participants. 

 

Finally, GASB 43 and 45 require reporting covered payroll in RSI schedules regardless of whether any ARC 

component is based on the level percentage of payroll method. This report does not provide, nor should the actuary 

be relied on to report covered payroll. 

 

GASB 45 Paragraph 26 specifies that the items presented as RSI "should be calculated in accordance with the 

parameters." The RSI items refer to Paragraph 25.c which includes annual covered payroll. Footnote 3 provides 

that when the ARC is based on covered payroll, the payroll measure may be the projected payroll, budgeted 

payroll or actual payroll. Footnote 3 further provides that comparisons between the ARC and contributions 

should be based on the same measure of covered payroll. 

 

At the time the valuation is being done, the actuary may not know which payroll method will be used for 

reporting purposes. The actuary may not even know for which period the valuation will be used to determine the 

ARC. Furthermore, the actuary doesn’t know if the client will make adjustments to the ARC in order to use it for 

the first year of the biennial or triennial period. (GASB 45 is silent on this.) Even if the actuary were to know all 

of these things, it would be a rare situation that would result in knowing the appropriate covered payroll number 
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to report. For example, if the employer uses actual payroll, that number would not be known at the time the 

valuation is done. 

 

As a result, we believe the proper approach is to report the ARC components as a dollar amount. It is the client's 

responsibility to turn this number into a percentage of payroll factor by using the dollar amount of the ARC 

(adjusted, if desired) as a numerator and then calculating the appropriate amount of the denominator based on the 

payroll determination method elected by the client for the appropriate fiscal year. 

 

If we have been provided with payroll information, we are happy to use that information to help the employer 

develop an estimate of covered payroll for reporting purposes. However, the validity of the covered payroll 

remains the employer’s responsibility even if TCS assists the employer in calculating it. 
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APPENDIX F:  GLOSSARY OF RETIREE HEALTH VALUATION TERMS 

 

 

Note: The following definitions are intended to help a non-actuary understand concepts related to retiree health 

valuations.  Therefore, the definitions may not be actuarially accurate. 

 

Actuarial Accrued Liability: The amount of the actuarial present value of total projected benefits attributable to 

employees’ past service based on the actuarial cost method used. 

 

Actuarial Cost Method:  A mathematical model for allocating OPEB costs by year of service. 

 

Actuarial Present Value of Total 

Projected Benefits:  The projected amount of all OPEB benefits to be paid to current and future retirees 

discounted back to the valuation date. 

 

Actuarial Value of Assets: Market-related value of assets which may include an unbiased formula for 

smoothing cyclical fluctuations in asset values. 

 

Annual OPEB Cost:  This is the amount employers must recognize as an expense each year. The annual 

OPEB expense is equal to the Annual Required Contribution plus interest on the 

Net OPEB obligation minus an adjustment to reflect the amortization of the net 

OPEB obligation. 

 

Annual Required Contribution: The sum of the normal cost and an amount to amortize the unfunded actuarial 

accrued liability. This is the basis of the annual OPEB cost and net OPEB 

obligation. 

 

Closed Amortization Period: An amortization approach where the original ending date for the amortization 

period remains the same. This would be similar to a conventional, 30-year 

mortgage, for example. 

 

Discount Rate:   Assumed investment return net of all investment expenses.  Generally, a higher 

assumed interest rate leads to lower normal costs and actuarial accrued liability. 

 

Implicit Rate Subsidy:  The estimated amount by which retiree rates are understated in situations where, 

for rating purposes, retirees are combined with active employees. 

 

Mortality Rate:   Assumed proportion of people who die each year.  Mortality rates always vary by 

age and often by sex.  A mortality table should always be selected that is based on 

a similar “population” to the one being studied. 

 

Net OPEB Obligation:  The accumulated difference between the annual OPEB cost and amounts 

contributed to an irrevocable trust exclusively providing retiree OPEB benefits and 

protected from creditors. 

 

Normal Cost:   The dollar value of the “earned” portion of retiree health benefits if retiree health 

benefits are to be fully accrued at retirement. 
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OPEB Benefits:   Other PostEmployment Benefits. Generally medical, dental, prescription drug, life, 

long-term care or other postemployment benefits that are not pension benefits. 

 

Open Amortization Period: Under an open amortization period, the remaining unamortized balance is subject 

to a new amortization schedule each valuation. This would be similar, for example, 

to a homeowner refinancing a mortgage with a new 30-year conventional mortgage 

every two or three years. 

 

Participation Rate:  The proportion of retirees who elect to receive retiree benefits.  A lower 

participation rate results in lower normal cost and actuarial accrued liability.  The 

participation rate often is related to retiree contributions. 

 

Retirement Rate:  The proportion of active employees who retire each year.  Retirement rates are 

usually based on age and/or length of service.  (Retirement rates can be used in 

conjunction with vesting rates to reflect both age and length of service).  The more 

likely employees are to retire early, the higher normal costs and actuarial accrued 

liability will be. 

 

Transition Obligation:  The amount of the unfunded actuarial accrued liability at the time actuarial accrual 

begins in accordance with an applicable accounting standard. 

 

Trend Rate:   The rate at which the cost of retiree benefits is expected to increase over time.  The 

trend rate usually varies by type of benefit (e.g. medical, dental, vision, etc.) and 

may vary over time.  A higher trend rate results in higher normal costs and 

actuarial accrued liability. 

 

Turnover Rate:   The rate at which employees cease employment due to reasons other than death, 

disability or retirement.  Turnover rates usually vary based on length of service and 

may vary by other factors.  Higher turnover rates reduce normal costs and actuarial 

accrued liability. 

 

Unfunded Actuarial 

Accrued Liability:  This is the excess of the actuarial accrued liability over assets irrevocably 

committed to provide retiree health benefits. 

 

Valuation Date:   The date as of which the OPEB obligation is determined. Under GASB 43 and 45, 

the valuation date does not have to coincide with the statement date. 

 

Vesting Rate:   The proportion of retiree benefits earned, based on length of service and, 

sometimes, age.  (Vesting rates are often set in conjunction with retirement rates.)  

More rapid vesting increases normal costs and actuarial accrued liability.
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-011 

 
Future Transfer of Assets into the Trust 

 
Enclosure: 

 
No 

 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
The Trust was created for the exclusive purpose of prefunding unfunded retiree OPEB liabilities. 
 
STATUS: 
 
A dollar-cost-averaging strategy is currently used for prefunding the District’s OPEB Investment 
Trust requirements. The RBOA membership shall acknowledge recent prefunding transfers to the 
Trust and review anticipated future schedules for District transfers. 
 
RECOMMENDATION: 

The Retirement Board of Authority shall hear the information file accordingly.  
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-0012 

 
Portfolio Performance Review 

 
Enclosure: 

 
Yes 

 Action Item Yes 

   
 
 

 
 

 
    

 
Prepared by: 

 
Morgan Stanley  

Wealth Management (MS) 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
As Board members of the Retirement Board of Authority you have a fiduciary responsibility as 
described in Government Code section 53215, et seq.  As part of fulfilling your fiduciary 
responsibility, it is important to periodically review the District’s OPEB Trust Portfolio.  
 
STATUS: 
 
Morgan Stanley Wealth Management (MS) will provide a review of the District’s OPEB Trust 
Portfolio Performance Report. 
 
RECOMMENDATION: 

The Retirement Board of Authority should review and accept the District’s Public Entity 
Investment Trust Portfolio Report and file as appropriate. 
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
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PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-013 

 
Market Overview 

 
Enclosure: 
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 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
As Board members of the Retirement Board of Authority you have a fiduciary responsibility as 
described in Government Code section 53215, et seq.  In fulfilling your fiduciary responsibility, it is 
important to understand the impact of market conditions on the assets in the Investment Trust. 
 
STATUS: 
 
Morgan Stanley Wealth Management (MS) will provide an overview of current capital market 
conditions. 
 
RECOMMENDATION: 
 
The Retirement Board of Authority should receive the information and file accordingly. 
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Portfolio Update – 4th Quarter 2016

Cary M. Allison, CIMA®

Senior Institutional Consultant
Government Entity Specialist
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Fixed Moderate Aggressive
EQUITIES Style Ticker Expenses Income Conservative Moderate Growth Growth Growth
Domestic Equities
Large Cap Domestic Equities
Alger Spectra Large Growth ASPZX 0.89% 0% 1% 3% 5% 5% 7%
Columbia Contrarian Core Large Blend COFYX 0.66% 0% 2% 3% 4% 5% 7%
Oakmark Select Large Value OAKLX 0.95% 0% 2% 4% 4% 6% 7%

0% 5% 10% 13% 16% 21%

Small/Mid Cap Domestic Equities
Hartford Midcap Mid Growth HMDYX 0.76% 0% 0% 1% 2% 4% 6%
Alger Small Cap Focus Small Growth AGOZX 1.01% 0% 1% 2% 3% 4% 5%
Undiscovered Managers Behavioral Value Small Blend UBVFX 0.79% 0% 1% 1% 2% 4% 5%

0% 2% 4% 7% 12% 16%

Real Estate Investment Trusts
Cohen & Steers Real Estate Securities Real Estate CSZIX 0.88% 0% 2% 3% 4% 5.0% 6%
Prudential Global Real Estate Real Estate PGRQX 0.80% 0% 1% 2% 3% 4.0% 5%

0% 3% 5% 7% 9% 11%

Total Domestic Equities & REITs 0% 10% 19% 27% 37% 48%

International/Global Equities
Brandes International Small Cap Int'l SMID BISRX 1.00% 0% 1% 1.5% 2% 2.5% 3%
ClearBridge International Small Cap Int'l SMID CBISX 1.01% 0% 0% 1.5% 2% 2.5% 3%
American Funds New Perspectives Fund Global Growth ANWFX 0.55% 0% 1% 2% 2% 3% 4%
American Funds New World Fund Emerging Markets NFFFX 0.76% 0% 1% 1% 1.5% 2.0% 3%
Brandes Emerging Markets Fund Emerging Markets BEMRX 0.97% 0% 0% 1% 1.5% 2.0% 3%
Brandes International Equity Int'l Value BIERX 0.82% 0% 1% 2% 3% 3% 3%
Hartford International Value Int'l Value HILYX 0.91% 0% 1% 2% 3% 4% 4%
Thornburg Investment Income Builder Global Blend TIBIX 0.85% 0% 1% 3% 3% 5% 5%

0% 6% 14% 18% 24% 28%

Total Equities 0% 16% 33% 45% 61% 76%

FIXED INCOME
BlackRock Total Return Domestic Bond MPHQX 0.39% 18.0% 15.0% 12.0% 10.0% 6.0% 4.0%
Guggenheim Investment Grade Bond Domestic Bond GIUSX 0.75% 18.0% 15.0% 12.0% 10.0% 7.0% 4.0%
Prudential Total Return Bond Domestic Bond PTRQX 0.46% 18.0% 15.0% 12.0% 10.0% 7.0% 4.0%
Western Asset Core Plus Bond Domestic Bond WAPSX 0.42% 18.0% 15.0% 12.0% 10.0% 7.0% 4.0%
Guggenheim Macro Opportunities Domestic Bond GIOIX 0.97% 9.0% 8.0% 6.0% 5.0% 4.0% 3.0%
Hartford World Bond Global Bond HWDYX 0.67% 8.0% 7.0% 5.0% 4.0% 3.0% 2.0%
Legg Mason Brandywine Global Opportunities Bond Global Bond GOBSX 0.56% 6.0% 5.0% 5.0% 3.0% 3.0% 1.5%
Legg Mason Brandywine Alternative Credit Global Bond LMAMX 1.25% 5.0% 4.0% 3.0% 3.0% 2.0% 1.5%

Total Bonds Subtotals 100.0% 84.0% 67.0% 55.0% 39.0% 24.0%

SUMMARY
Total Equities 0.0% 16.0% 33.0% 45.0% 61.0% 76.0%
Total Fixed Income 100.0% 84.0% 67.0% 55.0% 39.0% 24.0%
Grand Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Expense Ratio 0.60% 0.64% 0.68% 0.72% 0.76% 0.79%

NOMINAL BENCHMARKS
MSCI ACWI (All County World Index) 0% 15% 30% 45% 60% 75%
Barclay's Aggregate Bond 100% 85% 70% 55% 40% 25%

STATISTICS
Avg Annual Return 4.52% 5.00% 6.00% 6.99% 7.69% 8.46%
Standard Deviation (Risk) 3.19% 4.26% 6.09% 7.41% 9.48% 11.89%

NOTE: The Futuris portfolios listed above are sample representations only and may be altered from time to time at the discretion of the Trustee.

MODEL PORTFOLIOS

Cary M. Allison, CIMA
Senior Institutional Consultant

89 of 116



Quarter Fixed Income Conservative Moderate
Moderate 
Growth Growth

Aggressive 
Growth

Quarterly Returns
3/31/2008 0.72% ‐0.37% ‐1.49% ‐3.40% ‐5.13% ‐6.50%
6/30/2008 ‐1.51% ‐1.76% ‐1.75% ‐1.47% ‐1.25% ‐0.97%
9/30/2008 ‐3.19% ‐4.12% ‐5.53% ‐7.08% ‐8.88% ‐11.99%
12/31/2008 0.28% ‐2.90% ‐6.76% ‐9.65% ‐13.11% ‐17.53%
3/31/2009 ‐0.34% ‐2.21% ‐4.38% ‐5.50% ‐7.11% ‐9.17%
6/30/2009 7.63% 9.64% 12.08% 13.79% 15.91% 19.16%
9/30/2009 8.04% 9.48% 11.18% 12.23% 13.84% 15.75%
12/31/2009 2.06% 2.26% 2.60% 2.90% 3.18% 3.67%
3/31/2010 3.31% 3.59% 3.83% 3.97% 4.23% 4.46%
6/30/2010 1.74% ‐0.35% ‐2.38% ‐3.89% ‐5.73% ‐7.85%
9/30/2010 4.69% 6.20% 7.61% 8.68% 9.87% 11.45%
12/31/2010 ‐0.30% 0.98% 2.45% 3.57% 5.03% 6.92%
3/31/2011 1.50% 1.88% 2.26% 2.58% 3.09% 3.58%
6/30/2011 2.15% 1.93% 1.61% 1.28% 0.91% 0.49%
9/30/2011 0.17% ‐2.89% ‐5.81% ‐7.78% ‐10.68% ‐13.70%
12/31/2011 1.52% 2.35% 3.30% 3.98% 4.96% 6.08%
3/31/2012 2.75% 4.06% 5.37% 6.27% 7.62% 9.09%
6/30/2012 1.89% 0.57% ‐0.66% ‐1.62% ‐2.93% ‐4.29%
9/30/2012 3.75% 4.14% 4.37% 4.57% 4.92% 5.18%
12/31/2012 1.52% 1.89% 2.22% 2.39% 2.63% 2.83%
3/31/2013 0.60% 1.47% 2.55% 3.32% 4.37% 5.57%
6/30/2013 ‐2.99% ‐2.48% ‐1.80% ‐1.36% ‐0.74% ‐0.09%
9/30/2013 0.94% 1.64% 2.58% 3.30% 4.29% 5.24%
12/31/2013 0.94% 1.90% 2.85% 3.43% 4.36% 5.33%
3/31/2014 2.14% 2.04% 1.97% 2.05% 1.89% 1.85%
6/30/2014 2.52% 2.87% 3.30% 3.65% 4.02% 4.37%
9/30/2014 ‐0.04% ‐0.60% ‐1.11% ‐1.56% ‐2.17% ‐2.61%
12/31/2014 0.83% 0.59% 0.91% 1.18% 1.50% 1.61%
3/31/2015 1.54% 1.63% 1.89% 2.15% 2.37% 2.48%
6/30/2015 ‐1.70% ‐1.40% ‐1.03% ‐0.87% ‐0.60% ‐0.30%
9/30/2015 ‐0.38% ‐1.97% ‐3.16% ‐3.99% ‐5.19% ‐6.33%
12/31/2015 ‐0.42% 0.57% 1.53% 2.06% 2.89% 3.74%
3/31/2016 2.62% 2.10% 1.76% 1.64% 1.36% 1.05%
6/30/2016 2.26% 1.92% 1.75% 1.68% 1.54% 1.42%
9/30/2016 1.27% 2.05% 2.89% 3.48% 4.27% 5.05%
12/31/2016 ‐1.78% ‐1.20% ‐0.85% ‐0.55% 0.08% 0.47%

Annualized Returns
1 Year 4.38% 4.92% 5.63% 6.36% 7.40% 8.17%
2 Years 1.66% 1.81% 2.34% 2.73% 3.25% 3.63%
3 Years 2.94% 2.85% 3.25% 3.60% 3.91% 4.15%
4 Years 2.05% 2.76% 3.99% 4.89% 6.05% 7.20%
5 Years 3.65% 4.36% 5.49% 6.27% 7.31% 8.32%
6 Years 3.94% 4.17% 4.74% 5.13% 5.61% 6.03%
7 Years 4.75% 5.08% 5.72% 6.15% 6.69% 7.23%
8 Years 7.29% 7.86% 8.79% 9.48% 10.33% 11.31%
9 Years 6.71% 6.43% 6.34% 6.03% 5.72% 5.17%

Annual Returns
2008 ‐3.70% ‐8.88% ‐14.75% ‐20.09% ‐25.83% ‐32.79%
2009 18.28% 20.03% 22.25% 24.18% 26.47% 29.88%
2010 9.71% 10.70% 11.74% 12.48% 13.39% 14.71%
2011 5.44% 3.21% 1.10% ‐0.38% ‐2.47% ‐4.71%
2012 10.27% 11.05% 11.67% 11.94% 12.49% 12.93%
2013 ‐0.56% 2.49% 6.25% 8.89% 12.75% 16.92%
2014 5.54% 4.95% 5.11% 5.35% 5.24% 5.19%
2015 ‐0.98% ‐1.21% ‐0.85% ‐0.78% ‐0.74% ‐0.72%
2016 4.38% 4.92% 5.63% 6.36% 7.40% 8.17%

Cary M. Allison, CIMA
Senior Institutional Consultant
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other 
financial instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. This slide sourced from Market Performance section. 

WEALTH MANAGEMENT INVESTMENT RESOURCES  |  CHARTBOOK  |  MARKET PERFORMANCE  
 

Capital Markets Overview: 4Q 2016 

• The election of Donald Trump as the next U.S. President sent markets surging to new highs during the 4th quarter of 2016. Trump’s pro-growth agenda 
focusing on infrastructure spending, tax reform, and deregulation fueled markets into the so-called “Trump Rally.” Along with the election, all eyes were 
on the Federal Open Market Committee as the US reported improving inflation expectations and employment numbers, giving the Fed a green light to 
hike in December. With expectations fully priced in, markets reacted calmly when the Fed raised their target rate by 25 basis points and signaled three 
further hikes in 2017. 
 

• For the quarter, US equities posted strong performance, especially the Financials sector of the S&P 500, which returned 21.1%. REITs and long-term US 
Treasuries lagged on the back of increasing inflation expectations and rising real interest rates. For the one-year period ending December 31, 2016, MLPs, 
US high yield corporate bonds, US equities and emerging market equities led the pack with double-digit returns. Managed futures and munis were the 
laggards for the year.  
 

• The Dow Jones Industrial Average increased 8.7% in the fourth quarter. The NASDAQ Composite Index was up 1.7% for the quarter. The S&P 500 Index 
increased 3.8% for the quarter. 

 Eight of the 11 sectors within the S&P 500 generated positive returns in the fourth quarter of 2016. The top-performing sector was Financials, which was 
up 21.1%. Energy and Industrials rose 7.3% and 7.2%, respectively, and were also among the top-performing sectors. The biggest laggards were Real 
Estate, which decreased 4.4%, and HealthCare, which fell 4.0%. 

 The bond market registered negative returns during the fourth quarter. The Bloomberg U.S. Aggregate Bond Index, a general measure of the bond 
market, decreased 3.0% for the quarter. 

 Morgan Stanley & Co. economists expect U.S. real GDP will be 1.6% in 2016 and 2.0% in 2017. They forecast global GDP growth to be 3.0% in 2016 and 
3.4% in 2017. 

 After posting negative third quarter returns, commodities registered positive returns in the fourth quarter; the Bloomberg Commodity Index increased 
2.7%.  

 For the fourth quarter of 2016, global mergers and acquisitions (M&A) deal volume was $1,200 billion, compared to $813 billion for the third quarter of 
2016. Global M&A activity decreased to $3.6 trillion in 2016 from $4.3 trillion in 2015. 

Introduction  
As of 4Q 2016 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 
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Capital Markets Overview: 4Q 2016 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 

The Department of Commerce estimated that Gross Domestic Product increased at an annual rate of 1.7% in the third quarter of 2016, in 
comparison to a 1.3% increase in the second quarter of 2016. Morgan Stanley & Co. economists forecast U.S. Real GDP growth will be 2.0% in 2017.  

The seasonally adjusted unemployment rate for November 2016 was 4.6%, down from 4.9% in August. Employment increased most in 
professional and business services and in health care. The number of unemployed declined to 7.4 million from 7.9 million last quarter. The number 
of long-term unemployed (those jobless for 27 weeks or more) was little changed at 1.9  million. These individuals accounted for 24.8% of the 
unemployed.  

According to the most recent estimate from the Bureau of Economic Analysis, corporate profits increased 5.8% between the second and third 
quarters of 2016, and rose 2.0% between the third quarter of 2015  and the third quarter of 2016.  

Inflation increased in the US. according to the Bureau of Labor Statistics. The year-over-year Consumer Price Index was 1.1% in August and 
increased to 1.7% in November, a level last recorded in 2014. Morgan Stanley & Co. economists forecast a 2.4% inflation rate for 2017.  

The Census Bureau reported that private-sector housing starts in November 2016 were at a seasonally adjusted annual rate of 1,090,000—6.9% 
below November 2015 housing starts.  

The Census Bureau also reported that seasonally adjusted retail and food services sales increased 1.7% between August 2016 and November 2016, 
the majority of the 2.2% increase between November 2015  and November 2016. Consumer confidence spiked the fourth quarter, with Conference 
Board Consumer Confidence reading 113.70,  the highest level since August 2001. 

In December, the Institute for Supply Management’s Purchasing Managers’ Index (PMI), a manufacturing sector index, increased as the 
PMI registered 54.7%, a 3.2-percentage-point uptick from the September reading of 51.5%. Generally speaking, a PMI or NMI (ISM Non-
Manufacturing Index) over 50 indicates that the sector is expanding and a PMI below 50 but over 43 indicates that the sector is shrinking but the 
overall economy is expanding. PMI has registered above 50 for 9 out of the 10 last months, indicating an expansion in manufacturing since March 
2016. Overall, PMI has been above 43 for 91 consecutive months, indicating overall economic recovery and expansion since June 2009.  

The NMI is up 0.1  points to 57.2 since Q3.  The index has now been above 50 for 83 consecutive months, indicating non-manufacturing expansion 
since February 2010. 

The US Economy 
As of 4Q 2016 
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INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)
7-Years

 (Annualized

S&P 500 3.8% 12.0% 14.7% 12.8%

Dow Jones 8.7% 16.5% 12.9% 12.4%

Russell 2000 8.8% 21.3% 14.5% 13.2%

Russell Midcap 3.2% 13.8% 14.7% 13.7%

Russell 1000 3.8% 12.1% 14.7% 12.9%

Key US Stock Market Index Returns (%) for the Period Ending 12/31/2016

Capital Markets Overview: 4Q 2016 

The Dow Jones Industrial Average increased 8.7% in the fourth quarter. The NASDAQ Composite Index was up 1.7% for the quarter. The S&P 500 
Index increased 3.8% for the quarter. 

Eight of the 11 sectors within the S&P 500 generated positive returns in the fourth quarter of 2016. The top-performing sector was Financials, which 
was up 21.1%. Energy and Industrials rose 7.3% and 7.2%, respectively, and were also among the top-performing sectors. The biggest laggards 
were Real Estate, which decreased 4.4%, and Health Care, which fell 4.0%. 

Growth-style stocks of large-cap companies increased during the fourth quarter. The large-cap Russell 1000 Growth Index rose 1.0%. The Russell 
1000 Index, a large-cap index, increased 3.8% for the quarter. The Russell 1000 Value Index, also a large-cap index, increased 6.7% for the quarter.  

The Russell Midcap Growth Index rose 0.5% for the quarter. The Russell Midcap Index increased 3.2% for the quarter. The Russell Midcap Value 
Index increased 5.5% for the quarter. The Russell 2000 Growth Index, a small-cap index, increased 3.6% for the quarter. The small-cap Russell 2000 
Index rose 8.8% for the quarter. The Russell 2000 Value Index, also a small-cap index, increased 14.1% for the quarter. 

 

US Equity Markets 
As of 4Q 2016 

Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC 
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Capital Markets Overview: 4Q 2016 

Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC 

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)
7-Years

 (Annualized)

MSCI EAFE -0.7% 1.5% 6.9% 4.3%

MSCI EAFE Growth -5.5% -2.7% 6.9% 4.9%

MSCI EAFE Value 4.2% 5.7% 6.7% 3.6%

MSCI Europe -0.4% 0.2% 6.7% 3.9%

MSCI Japan -0.1% 2.7% 8.4% 5.8%

S&P 500 3.8% 12.0% 14.7% 12.8%

MSCI Emerging Markets -4.1% 11.6% 1.6% 0.8%

Key Global Equity Market Index Returns (%) for the Period Ending 12/31/2016

In the fourth quarter, emerging markets (EM) and international developed regions both delivered negative returns (in USD). The MSCI EAFE Index 
(a benchmark for international developed markets) decreased 0.7% for U.S.-currency investors and increased 7.1% for local-currency investors, as 
the U.S. dollar significantly appreciated in relation to the currencies of many nations in the index. 

For the fourth quarter, the MSCI Emerging Markets Index decreased 4.1% for US-currency investors and 1.4% for local-currency investors, as the 
US dollar appreciated in relation to the currencies of the nations in the index. The MSCI Europe Index decreased 0.4% for US-currency investors and 
increased 5.5% for local-currency investors during the fourth quarter of 2016. 

The S&P 500 Index increased 3.8% for the quarter. 

Emerging economy equity market indices were down in the fourth quarter. The MSCI BRIC (Brazil, Russia, India and China) Index fell 3.8% for the 
quarter in US dollar terms and 3.7% in terms of local currencies. For the fourth quarter, the MSCI EM Asia Index was down 6.0% in US dollar terms 
and 3.0% in local terms. 

Global Equity Markets 
As of 4Q 2016 
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INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)
7-Years

 (Annualized)

Barclays Capital US Aggregate -3.0% 2.6% 2.2% 3.6%

Barclays Capital High Yield 1.8% 17.1% 7.4% 8.1%

Barclays Capital Government/Credit -3.4% 3.0% 2.3% 3.8%

Barclays Capital Government -3.8% 1.0% 1.2% 3.1%

Barclays Capital Intermediate Govt/Credit -2.1% 2.1% 1.8% 3.0%

Barclays Capital Long Govt/Credit -7.8% 6.7% 4.1% 7.4%

Barclays Capital Mortgage Backed Securities -2.0% 1.7% 2.1% 3.1%

Barclays Capital Muni -3.6% 0.2% 3.3% 4.2%

Key US Bond Market Index Returns (%) for the Period Ending 12/31/2016

Capital Markets Overview: 4Q 2016 

The bond market registered negative returns during the fourth quarter. The Bloomberg U.S. Aggregate Bond Index, a general measure of the bond 
market, decreased 3.0% for the quarter. 

Interest rates increased during the fourth quarter, as the yield on the 10-year U.S. Treasury note rose to a quarter-end 2.44% from 1.59% at the end 
of the 3Q 2016. This came out to a dramatic 53.3% increase in rates for the quarter. 

Riskier parts of the bond market such as US high yield debt increased in the fourth quarter. The Bloomberg Barclays Capital High Yield Index, a 
measure of lower-rated corporate bonds, rose 1.8%. 

Mortgage-backed securities posted negative returns during the fourth quarter. The Bloomberg Barclays Capital Mortgage Backed Index decreased 
2.0% for the quarter. During the fourth quarter, the municipal bond market also decreased. As a result, the Bloomberg Barclays Capital Muni Index 
generated a negative 3.6% return for the quarter. 

The US Bond Market 
As of 4Q 2016 

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC 
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Capital Markets Overview:4Q 2016 
Hedge Funds 
As of 4Q 2016 

HFRX Equity Hedge Index: 4Q =  0.79% 

• Equity Hedge managers posted positive returns during the quarter, as markets rallied in November following the unexpected outcome of the 
election. Cautious positioning going into the election limited the extent of the participation on the upside for some managers as hedges and 
shorts offset positive performance in the long book.  

• There was a significant rotation into Financials and cyclicals while defensive and yield-sensitive stocks performed poorly. From a factor 
standpoint, value did well while quality, momentum and low beta struggled during the period. 

HFRX Event-Driven Index: 4Q = 3.65%   

• Event Driven strategies were the strongest performing group in 4Q; specifically, Distressed Credit, Special Situations and Merger Arbitrage 
posted strong returns. 

• Soft catalyst and Special Situation strategies helped drive returns on expectations that a friendlier regulatory environment would be beneficial 
to shareholders.  

HFRX Macro/CTA Index: 4Q = -1.79%   

• Macro/CTA strategies delivered negative returns in 4Q, with the biggest losses coming in fixed income and commodities for systematic trend-
following strategies. Discretionary Macro strategies with short positioning in rates, long USD, long equities had a strong finish to the quarter. 

HFRX Relative Value Arbitrage Index: 4Q = 1.29% 

• Relative Value managers were positive in 4Q, as fixed income managers generally benefitted from the increase in interest rate volatility and 
changes across interest rate curves.  

HFRX Global Hedge Fund Index: 4Q = 1.16% 

• Global hedge fund performance was positive during the fourth quarter; Event Driven, Distressed, and other long/short equity strategies 
delivered strong performance during the period. 

 Source: HFRX Hedge Fund Indices; Morgan Stanley Wealth Management GIC 
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Capital Markets Overview:3Q 2016 

Buyout1 

• Aggregate deal value totaled $90 billion in Q3 2016, which is up year over year from $86 billion driven by an increase in US activity. Asian deal 
value reached its lowest level since Q1 2012. 

• Q3 had 408 exits accounting for $81 billion in value, which is down from the 462 exits totaling $122 billion in Q3 2015. Total exit value has been 
on a decline since Q2 2014. 

Venture Capital1 

• In Q3 2016, there were 2,050 deals accounting for $26 billion in value, which is down from 2,769 deals accounting for $43 billion in value in Q3 
2015. 

• Aggregate deal value is at its lowest level since Q3 2014. 

Real Estate2 

• 31 real estate funds closed in Q3, raising a total of $18.5 billion. This is the lowest amount of capital raised in a quarter since Q1 2013. Real estate 
debt funds accounted for the most capital raised with $5 billion. 

• Real estate dry powder continues to set new highs with $225 billion at the end of Q3.   

Private Debt3 

• In Q3, 24 private debt funds closed on $11 billion in capital. North American-focused funds were the primary contributors, raising $8.6 billion. 
Additionally, distressed debt and mezzanine funds raised the most capital with $4.2 billion and $3.9 billion, respectively. 

• Since rising from $124.7 billion in 2012 to $178.8 billion in 2013, private debt dry powder has increased to $199 billion at the end of Q3 2016. 

 

Private Equity and Real Estate 
As of 3Q 2016 

Source: (1) Preqin, “Preqin Quarterly Update: Private Equity, Q3 2016” October (2) Preqin, “Preqin Quarterly Update: Real Estate, Q3 2016” October 2016  (3) Preqin, “Preqin Quarterly Update: Private Debt, Q3 2016” 
October 2016  
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Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States. 
The sole purpose of this material is to inform, and it in no way is intended to be an offer or solicitation to purchase or sell any security, other investment or service, or to attract any funds or deposits . 
Investments mentioned may not be suitable for all clients. Any product discussed herein may be purchased only after a client has carefully reviewed the offering memorandum and executed the 
subscription documents. Morgan Stanley Wealth Management has not considered the actual or desired investment objectives, goals, strategies, guidelines, or factual circumstances of any investor in 
any fund(s). Before making any investment, each investor should carefully consider the risks associated with the investment, as discussed in the applicable offering memorandum, and make a 
determination based upon their own particular circumstances, that the investment is consistent with their investment objectives and risk tolerance . Morgan Stanley Smith Barney LLC offers 
investment program services through a variety of investment programs, which are opened pursuant to written client agreements. Each program offers investment managers, funds and features that 
are not available in other programs; conversely, some investment managers, funds or investment strategies may be available in more than one program.
Morgan Stanley’s investment advisory programs may require a minimum asset level and, depending on your specific investment objectives and financial position, may not be suitable for you . Please 
see the Morgan Stanley Smith Barney LLC program disclosure brochure (the “Morgan Stanley ADV”) for more information in the investment advisory programs available. The Morgan Stanley ADV is 
available at www.morganstanley.com/ADV. Sources of Data. Information in this material in this report has been obtained from sources that we believe to be reliable, but we do not guarantee its 
accuracy, completeness or timeliness. Third-party data providers make no warranties or representations relating to the accuracy, completeness or timeliness of the data they provide and are not liable 
for any damages relating to this data. All opinions included in this material constitute the Firm’s judgment as of the date of this material and are subject to change without notice . This material was not 
prepared by the research departments of Morgan Stanley & Co. LLC or Morgan Stanley Smith Barney LLC. Some historical figures may be revised due to newly identified programs, firm restatements, 
etc.
Global Investment Manager Analysis (GIMA) Focus List, Approved List and Tactical Opportunities List; Watch Policy. GIMA uses two methods to evaluate investment products in applicable 
advisory programs: Focus (and investment products meeting this standard are described as being on the Focus List) and Approved (and investment products meeting this standard are described as 
being on the Approved List). In general, Focus entails a more thorough evaluation of an investment product than Approved. Sometimes an investment product may be evaluated using the Focus List 
process but then placed on the Approved List instead of the Focus List. Investment products may move from the Focus List to the Approved List, or vice versa. GIMA may also determine that an 
investment product no longer meets the criteria under either process and will no longer be recommended in investment advisory programs (in which case the investment product is given a “Not 
Approved” status). GIMA has a ‘Watch” policy and may describe a Focus List or Approved List investment product as being on “Watch” if GIMA identifies specific areas that (a) merit further evaluation 
by GIMA and (b) may, but are not certain to, result in the investment product becoming “Not Approved.” The Watch period depends on the length of time needed for GIMA to conduct its evaluation 
and for the investment manager or fund to address any concerns. Certain investment products on either the Focus List or Approved List may also be recommended for the Tactical Opportunities List 
based in part on tactical opportunities existing at a given time. The investment products on the Tactical Opportunities List change over time. For more information on the Focus List, Approved List, 
Tactical Opportunities List and Watch processes, please see the applicable Form ADV Disclosure Document for Morgan Stanley Wealth Management . Your Financial Advisor or Private Wealth Advisor 
can also provide upon request a copy of a publication entitled “Manager Selection Process.”
The Global Investment Committee is a group of seasoned investment professionals who meet regularly to discuss the global economy and markets. The committee determines the investment 
outlook that guides our advice to clients. They continually monitor developing economic and market conditions, review tactical outlooks and recommend model portfolio weightings, as well as 
produce a suite of strategy, analysis, commentary, portfolio positioning suggestions and other reports and broadcasts.
The Global Investment Manager Analysis (GIMA) Services Only Apply to Certain Investment Advisory Programs GIMA evaluates certain investment products for the purposes of some – but not all 
– of Morgan Stanley Smith Barney LLC’s investment advisory programs (as described in more detail in the applicable Form ADV Disclosure Document for Morgan Stanley Wealth Management). If you 
do not invest through one of these investment advisory programs, Morgan Stanley Wealth Management is not obligated to provide you notice of any GIMA Status changes even though it may give 
notice to clients in other programs.
Strategy May Be Available as a Separately Managed Account or Mutual Fund Strategies are sometimes available in Morgan Stanley Wealth Management investment advisory programs both in the 
form of a separately managed account (“SMA”) and a mutual fund. These may have different expenses and investment minimums. Your Financial Advisor or Private Wealth Advisor can provide more 
information on whether any particular strategy is available in more than one form in a particular investment advisory program. In most Morgan Stanley Wealth Management investment advisory 
accounts, fees are deducted quarterly and have a compounding effect on performance. For example, on an advisory account with a 3% annual fee, if the gross annual performance is 6.00%, the 
compounding effect of the fees will result in a net performance of approximately 3.93% after one year, 1 after three years, and 21.23% after five years. Conflicts of Interest: GIMA’s goal is to provide 
professional, objective evaluations in support of the Morgan Stanley Wealth Management investment advisory programs. We have policies and procedures to help us meet this goal. However, our 
business is subject to various conflicts of interest. For example, ideas and suggestions for which investment products should be evaluated by GIMA come from a variety of sources, including our Morgan 
Stanley Wealth Management Financial Advisors and their direct or indirect managers, and other business persons within Morgan Stanley Wealth Management or its affiliates . Such persons may have 
an ongoing business relationship with certain investment managers or mutual fund companies whereby they, Morgan Stanley Wealth Management or its affiliates receive compensation from, or 
otherwise related to, those investment managers or mutual funds. For example, a Financial Advisor may suggest that GIMA evaluates an investment manager or fund in which a portion of his or her 
clients’ assets are already invested. While such a recommendation is permissible, GIMA is responsible for the opinions expressed by GIMA. See the conflicts of interest section in the applicable Form 
ADV Disclosure Document for Morgan Stanley Wealth Management for a discussion of other types of conflicts that may be relevant to GIMA’s evaluation of managers and funds. In addition, Morgan 
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Stanley Wealth Management, MS & Co., managers and their affiliates provide a variety of services (including research, brokerage, asset management, trading, lending and investment banking 
services) for each other and for various clients, including issuers of securities that may be recommended for purchase or sale by clients or are otherwise held in client accounts, and managers in various 
advisory programs. Morgan Stanley Wealth Management, managers, MS & Co., and their affiliates receive compensation and fees in connection with these services. Morgan Stanley Wealth 
Management believes that the nature and range of clients to which such services are rendered is such that it would be inadvisable to exclude categorically all of these companies from an account .
Consider Your Own Investment Needs: The model portfolios and strategies discussed in the material are formulated based on general client characteristics including risk tolerance . This material is not 
intended to be a client-specific suitability analysis or recommendation, or offer to participate in any investment. Therefore, clients should not use this profile as the sole basis for investment decisions. 
They should consider all relevant information, including their existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon . Such a suitability determination may 
lead to asset allocation results that are materially different from the asset allocation shown in this profile. Talk to your Financial Advisor about what would be a suitable asset allocation for you, whether 
CGCM is a suitable program for you.
No obligation to notify – Morgan Stanley Wealth Management has no obligation to notify you when the model portfolios, strategies, or any other information, in this material changes .
Please consider the investment objectives, risks, fees, and charges and expenses of mutual funds, ETFs, closed end funds, unit investment trusts, and variable insurance products carefully 
before investing. The prospectus contains this and other information about each fund. To obtain a prospectus, contact your Financial Advisor or Private Wealth Advisor or visit the Morgan 
Stanley website at www.morganstanley.com. Please read it carefully before investing.
An investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. Although the Fund seeks to preserve the value of 
your investment at $1.00 per share, it is possible to lose money by investing in the fund.
The type of mutual funds and ETFs discussed in this presentation utilizes nontraditional or complex investment strategies and /or derivatives. Examples of these types of funds include those that utilize 
one or more of the below noted investment strategies or categories or which seek exposure to the following markets: (1) commodities (e .g., agricultural, energy and metals), currency, precious metals; 
(2) managed futures; (3) leveraged, inverse or inverse leveraged; (4) bear market, hedging, long-short equity, market neutral; (5) real estate; (6) volatility (seeking exposure to the CBOE VIX Index). 
Investors should keep in mind that while mutual funds and ETFs may, at times, utilize nontraditional investment options and strategies, they should not be equated with unregistered privately offered 
alternative investments. Because of regulatory limitations, mutual funds and ETFs that seek alternative-like investment exposure must utilize a more limited investment universe. As a result, 
investment returns and portfolio characteristics of alternative mutual funds and ETFs may vary from traditional hedge funds pursuing similar investment objectives. Moreover, traditional hedge funds 
have limited liquidity with long “lock-up” periods allowing them to pursue investment strategies without having to factor in the need to meet client redemptions and ETFs trade on an exchange . On the 
other hand, mutual funds typically must meet daily client redemptions. This differing liquidity profile can have a material impact on the investment returns generated by a mutual or ETF pursuing an 
alternative investing strategy compared with a traditional hedge fund pursuing the same strategy.
Nontraditional investment options and strategies are often employed by a portfolio manager to further a fund’s investment objective and to help offset market risks . However, these features may be 
complex, making it more difficult to understand the fund’s essential characteristics and risks, and how it will perform in different market environments and over various periods of time . They may also 
expose the fund to increased volatility and unanticipated risks particularly when used in complex combinations and/or accompanied by the use of borrowing or “leverage.”
KEY ASSET CLASS CONSIDERATIONS AND OTHER RISKS
Investing in the markets entails the risk of market volatility. The value of all types of investments, including stocks, mutual funds, exchange-traded funds (“ETFs”), closed-end funds, and unit 
investment trusts, may increase or decrease over varying time periods. To the extent the investments depicted herein represent international securities, you should be aware that there may be 
additional risks associated with international investing, including foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in 
financial and accounting standards. These risks may be magnified in emerging markets and frontier markets. Small- and mid-capitalization companies may lack the financial resources, product 
diversification and competitive strengths of larger companies. In addition, the securities of small- and mid-capitalization companies may not trade as readily as, and be subject to higher volatility than, 
those of larger, more established companies. The value of fixed income securities will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value. Bonds are subject 
to interest rate risk, call risk, reinvestment risk, liquidity risk, and credit risk of the issuer. High yield bonds are subject to additional risks such as increased risk of default and greater volatility because 
of the lower credit quality of the issues. In the case of municipal bonds, income is generally exempt from federal income taxes. Some income may be subject to state and local taxes and to the federal 
alternative minimum tax. Capital gains, if any, are subject to tax. Treasury Inflation Protection Securities’ (TIPS) coupon payments and underlying principal are automatically increased to 
compensate for inflation by tracking the consumer price index (CPI). While the real rate of return is guaranteed, TIPS tend to offer a low return . Because the return of TIPS is linked to inflation, TIPS 
may significantly underperform versus conventional U.S. Treasuries in times of low inflation. There is no guarantee that investors will receive par if TIPS are sold prior to maturity. The returns on a 
portfolio consisting primarily of environmental, social, and governance-aware investments (“ESG”) may be lower or higher than a portfolio that is more diversified or where decisions are based 
solely on investment considerations. Because ESG criteria exclude some investments, investors may not be able to take advantage of the same opportunities or market trends as investors that do not 
use such criteria. The companies identified and investment examples are for illustrative purposes only and should not be deemed a recommendation to purchase, hold or sell any securities or 
investment products. They are intended to demonstrate the approaches taken by managers who focus on ESG criteria in their investment strategy. There can be no guarantee that a client's account 
will be managed as described herein. As regards Securities Based Lending, you need to understand that: (1) Sufficient collateral must be maintained to support your loan(s) and to take future 
advances; (2) You may have to deposit additional cash or eligible securities on short notice; (3) Some or all of your securities may be sold without prior notice in order to maintain account equity at 
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required maintenance levels. You will not be entitled to choose the securities that will be sold. These actions may interrupt your long-term investment strategy and may result in adverse tax 
consequences or in additional fees being assessed; (4) Morgan Stanley Bank, N.A., Morgan Stanley Private Bank, National Association or Morgan Stanley Smith Barney LLC (collectively referred to as 
“Morgan Stanley”) reserves the right not to fund any advance request due to insufficient collateral or for any other reason except for any portion of a securities based loan that is identified as a 
committed facility; (5) Morgan Stanley reserves the right to increase your collateral maintenance requirements at any time without notice; and (6) Morgan Stanley reserves the right to call securities 
based loans at any time and for any reason. Options and margin trading involve substantial risk and are not suitable for all investors. Besides the general investment risk of holding securities that may 
decline in value and the possible loss of principal invested, closed-end funds may have additional risks related to declining market prices relative to net asset values (NAVs), active manager 
underperformance and potential leverage. Closed-end funds, unlike open-end funds, are not continuously offered. There is a one-time public offering and once issued, shares of closed-end funds are 
sold in the open market through a stock exchange. NAV is total assets less total liabilities divided by the number of shares outstanding. At the time an investor purchases shares of a closed-end fund, 
shares may have a market price that is above or below NAV.
Alternative investments often are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their investment. Alternative investments are suitable only for 
eligible, long-term investors who are willing to forgo liquidity and put capital at risk for an indefinite period of time. They may be highly illiquid and can engage in leverage and other speculative 
practices that may increase the volatility and risk of loss. Alternative Investments typically have higher fees than traditional investments. Investors should carefully review and consider potential risks 
before investing. Certain of these risks may include but are not limited to: Loss of all or a substantial portion of the investment due to leveraging, short-selling, or other speculative practices; Lack of 
liquidity in that there may be no secondary market for a fund; Volatility of returns; Restrictions on transferring interests in a fund; Potential lack of diversification and resulting higher risk due to 
concentration of trading authority when a single advisor is utilized; Absence of information regarding valuations and pricing; Complex tax structures and delays in tax reporting; Less regulation and 
higher fees than mutual funds; and Risks associated with the operations, personnel, and processes of the manager . As a diversified global financial services firm, Morgan Stanley Wealth Management 
engages in a broad spectrum of activities including financial advisory services, investment management activities, sponsoring and managing private investment funds, engaging in broker -dealer 
transactions and principal securities, commodities and foreign exchange transactions, research publication, and other activities . In the ordinary course of its business, Morgan Stanley Wealth 
Management therefore engages in activities where Morgan Stanley Wealth Management’s interests may conflict with the interests of its clients, including the private investment funds it manages . 
Morgan Stanley Wealth Management can give no assurance that conflicts of interest will be resolved in favor of its clients or any such fund. All expressions of opinion are subject to change without 
notice and are not intended to be a forecast of future events or results. Further, opinions regarding Alternative Investments expressed herein may differ from the opinions expressed by Morgan Stanley 
Wealth Management and/or other businesses/affiliates of Morgan Stanley Wealth Management. This is not a "research report" as defined by NASD Conduct Rule 2711 and was not prepared by the 
Research Departments of Morgan Stanley Smith Barney LLC or Morgan Stanley & Co. LLC or its affiliates. Certain information contained herein may constitute forward-looking statements. Due to 
various risks and uncertainties, actual events, results or the performance of a fund may differ materially from those reflected or contemplated in such forward-looking statements. Clients should 
carefully consider the investment objectives, risks, charges, and expenses of a fund before investing. While the HFRI indices are frequently used, they have limitations (some of which are typical of 
other widely used indices). These limitations include survivorship bias (the returns of the indices may not be representative of all the hedge funds in the universe because of the tendency of lower 
performing funds to leave the index); heterogeneity (not all hedge funds are alike or comparable to one another, and the index may not accurately reflect the performance of a described style); and 
limited data (many hedge funds do not report to indices, and the index may omit funds, the inclusion of which might significantly affect the performance shown . The HFRI indices are based on 
information self-reported by hedge fund managers that decide on their own, at any time, whether or not they want to provide, or continue to provide, information to HFR Asset Management, L .L.C. 
Results for funds that go out of business are included in the index until the date that they cease operations . Therefore, these indices may not be complete or accurate representations of the hedge fund 
universe, and may be biased in several ways. Composite index results are shown for illustrative purposes and do not represent the performance of a specific investment. Individual funds have specific 
tax risks related to their investment programs that will vary from fund to fund. Clients should consult their own tax and legal advisors as Morgan Stanley Wealth Management does not provide tax or 
legal advice. Interests in alternative investment products are offered pursuant to the terms of the applicable offering memorandum, are distributed by Morgan Stanley Smith Barney LLC and certain of 
its affiliates, and (1) are not FDIC-insured, (2) are not deposits or other obligations of Morgan Stanley or any of its affiliates, (3) are not guaranteed by Morgan Stanley and its affiliates, and (4) involve 
investment risks, including possible loss of principal. Morgan Stanley Smith Barney LLC is a registered broker-dealer, not a bank. This material is not to be reproduced or distributed to any other 
persons (other than professional advisors of the investors or prospective investors, as applicable, receiving this material) and is intended solely for the use of the persons to whom it has been delivered . 
This material is not for distribution to the general public. Past performance is no guarantee of future results. Actual results may vary. SIPC insurance does not apply to precious metals, other 
commodities, or traditional alternative investments. Interests in alternative investment products are offered pursuant to the terms of the applicable offering memorandum, are distributed by Morgan 
Stanley Smith Barney LLC and certain of its affiliates, and (1) are not FDIC-insured, (2) are not deposits or other obligations of Morgan Stanley or any of its affiliates, (3) are not guaranteed by Morgan 
Stanley and its affiliates, and (4) involve investment risks, including possible loss of principal. Morgan Stanley Smith Barney LLC is a registered broker-dealer, not a bank. In Consulting Group’s advisory 
programs, alternative investments are limited to US-registered mutual funds, separate account strategies and exchange-traded funds (ETFs) that seek to pursue alternative investment strategies or 
returns utilizing publicly traded securities. Investment products in this category may employ various investment strategies and techniques for both hedging and more speculative purposes such as 
short-selling, leverage, derivatives and options, which can increase volatility and the risk of investment loss. Alternative investments are not suitable for all investors. As a diversified global financial 
services firm, Morgan Stanley Wealth Management engages in a broad spectrum of activities including financial advisory services, investment management activities, sponsoring and managing private 
investment funds, engaging in broker-dealer transactions and principal securities, commodities and foreign exchange transactions, research publication, and other activities . In the ordinary course of 
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its business, Morgan Stanley Wealth Management therefore engages in activities where Morgan Stanley Wealth Management’s interests may conflict with the interests of its clients, including the 
private investment funds it manages. Morgan Stanley Wealth Management can give no assurance that conflicts of interest will be resolved in favor of its clients or any such fund. Alternative 
investments involve complex tax structures, tax inefficient investing, and delays in distributing important tax information . Individual funds have specific risks related to their investment programs that 
will vary from fund to fund. Clients should consult their own tax and legal advisors as Morgan Stanley Wealth Management does not provide tax or legal advice.
While the HFRI indices are frequently used, they have limitations (some of which are typical of other widely used indices). These limitations include survivorship bias (the returns of the indices may not 
be representative of all the hedge funds in the universe because of the tendency of lower performing funds to leave the index); heterogeneity (not all hedge funds are alike or comparable to one 
another, and the index may not accurately reflect the performance of a described style); and limited data (many hedge funds do not report to indices, and the index may omit funds, the inclusion of 
which might significantly affect the performance shown. The HFRI indices are based on information self-reported by hedge fund managers that decide on their own, at any time, whether or not they 
want to provide, or continue to provide, information to HFR Asset Management, L.L.C. Results for funds that go out of business are included in the index until the date that they cease operations . 
Therefore, these indices may not be complete or accurate representations of the hedge fund universe, and may be biased in several ways .
It should be noted that the majority of hedge fund indexes are comprised of hedge fund manager returns. This is in contrast to traditional indexes, which are comprised of individual securities in the 
various market segments they represent and offer complete transparency as to membership and construction methodology. As such, some believe that hedge fund index returns have certain biases 
that are not present in traditional indexes. Some of these biases inflate index performance, while others may skew performance negatively. However, many studies indicate that overall hedge fund 
index performance has been biased to the upside. Some studies suggest performance has been inflated by up to 260 basis points or more annually depending on the types of biases included and the 
time period studied. Although there are numerous potential biases that could affect hedge fund returns, we identify some of the more common ones throughout this paper .
Self-selection bias results when certain manager returns are not included in the index returns and may result in performance being skewed up or down . Because hedge funds are private placements, 
hedge fund managers are able to decide which fund returns they want to report and are able to opt out of reporting to the various databases . Certain hedge fund managers may choose only to report 
returns for funds with strong returns and opt out of reporting returns for weak performers. Other hedge funds that close may decide to stop reporting in order to retain secrecy, which may cause a 
downward bias in returns.
Survivorship bias results when certain constituents are removed from an index. This often results from the closure of funds due to poor performance, “blow ups,” or other such events. As such, this bias 
typically results in performance being skewed higher. As noted, hedge fund index performance biases can result in positive or negative skew. However, it would appear that the skew is more often 
positive. While it is difficult to quantify the effects precisely, investors should be aware that idiosyncratic factors may be giving hedge fund index returns an artificial “lift” or upwards bias .
Hedge Funds of Funds and many funds of funds are private investment vehicles restricted to certain qualified private and institutional investors. They are often speculative and include a high degree of 
risk. Investors can lose all or a substantial amount of their investment. They may be highly illiquid, can engage in leverage and other speculative practices that may increase volatility and the risk of loss, 
and may be subject to large investment minimums and initial lockups. They involve complex tax structures, tax-inefficient investing and delays in distributing important tax information. Categorically, 
hedge funds and funds of funds have higher fees and expenses than traditional investments, and such fees and expenses can lower the returns achieved by investors . Funds of funds have an additional 
layer of fees over and above hedge fund fees that will offset returns. An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity 
securities traded on an exchange in the relevant securities market, such as market fluctuations caused by such factors as economic and political developments, changes in interest rates and perceived 
trends in stock and bond prices. An investment in a target date portfolio is subject to the risks attendant to the underlying funds in which it invests, in these portfolios the funds are the Consulting 
Group Capital Market funds. A target date portfolio is geared to investors who will retire and/or require income at an approximate year. The portfolio is managed to meet the investor’s goals by the 
pre-established year or “target date.” A target date portfolio will transition its invested assets from a more aggressive portfolio to a more conservative portfolio as the target date draws closer . An 
investment in the target date portfolio is not guaranteed at any time, including, before or after the target date is reached . Managed futures investments are speculative, involve a high degree of risk, 
use significant leverage, are generally illiquid, have substantial charges, subject investors to conflicts of interest, and are suitable only for the risk capital portion of an investor’s portfolio . Managed 
futures investments do not replace equities or bonds but rather may act as a complement in a well diversified portfolio. Managed Futures are complex and not appropriate for all investors. Rebalancing 
does not protect against a loss in declining financial markets. There may be a potential tax implication with a rebalancing strategy. Asset allocation and diversification do not assure a profit or protect 
against loss in declining financial markets. Past performance is no guarantee of future results. Actual results may vary.
Tax laws are complex and subject to change. Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors and private Wealth Advisors do not 
provide tax or legal advice and are not “fiduciaries” (under ERISA, the Internal Revenue Code or otherwise) with respect to the services or activities described herein except as otherwise 
provided in writing by Morgan Stanley. Individuals are encouraged to consult their tax and legal advisors (a) before establishing a retirement plan or account, and (b) regarding any potential 
tax, ERISA and related consequences of any investments made under such plan or account.
Insurance products are offered in conjunction with Morgan Stanley Smith Barney LLC’s licensed insurance agency affiliates.
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustration purposes only and do not show the performance of any specific investment. Reference to an index 
does not imply that the portfolio will achieve return, volatility or other results similar to the index. The composition of an index may not reflect the manner in which a portfolio is constructed in relation 
to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility, or tracking error target, all of which are subject to change over time .
This material is not a financial plan and does not create an investment advisory relationship between you and your Morgan Stanley Financial Advisor. We are not your fiduciary either under the 
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Employee Retirement Income Security Act of 1974 (ERISA) or the Internal Revenue Code of 1986, and any information in this report is not intended to form the primary basis for any investment 
decision by you, or an investment advice or recommendation for either ERISA or Internal Revenue Code purposes. Morgan Stanley Private Wealth Management will only prepare a financial plan at your 
specific request using Private Wealth Management approved financial planning signature.
We may act in the capacity of a broker or that of an advisor. As your broker, we are not your fiduciary and our interests may not always be identical to yours. Please consult with your Private Wealth 
Advisor to discuss our obligations to disclose to you any conflicts we may from time to time have and our duty to act in your best interest. We may be paid both by you and by others who compensate 
us based on what you buy. Our compensation, including that of your Private Wealth Advisor, may vary by product and over time.
Investment and services offered through Morgan Stanley Private Wealth Management, a division of Morgan Stanley Smith Barney LLC, Member SIPC.
Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED | NOT A BANK 
DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY
For index, indicator and survey definitions referenced in this report please visit the following: http://www.morganstanleyfa.com/public/projectfiles/id.pdf

Global Investment Committee (GIC) Asset Allocation Models: The Asset Allocation Models are created by Morgan Stanley Wealth Management’s GIC. HYPOTHETICAL MODEL PERFORMANCE 
(GROSS): Hypothetical model performance results do not reflect the investment or performance of an actual portfolio following a GIC Strategy, but simply reflect actual historical performance of 
selected indices on a real-time basis over the specified period of time representing the GIC’s strategic and tactical allocations as of the date of this report . The past performance shown here is simulated 
performance based on benchmark indices, not investment results from an actual portfolio or actual trading. There can be large differences between hypothetical and actual performance results 
achieved by a particular asset allocation or trading strategy. Hypothetical performance results do not represent actual trading and are generally designed with the benefit of hindsight . Actual 
performance results of accounts vary due to, for example, market factors (such as liquidity) and client-specific factors (such as investment vehicle selection, timing of contributions and withdrawals, 
restrictions and rebalancing schedules). Clients would not necessarily have obtained the performance results shown here if they had invested in accordance with any GIC Asset Allocation Model for the 
periods indicated. Despite the limitations of hypothetical performance, these hypothetical performance results allow clients and Financial Advisors to obtain a sense of the risk /return trade-off of 
different asset allocation constructs. The hypothetical performance results in this report are calculated using the returns of benchmark indices for the asset classes, and not the returns of securities, 
fund or other investment products. Models may contain allocations to Hedge Funds, Private Equity and Private Real Estate. The benchmark indices for these asset classes are not issued on a daily basis. 
When calculating model performance on a day for which no benchmark index data is issued, we have assumed straight line growth between the index levels issued before and after that date . FEES 
REDUCE THE PERFORMANCE OF ACTUAL ACCOUNTS: None of the fees or other expenses (e.g. commissions, mark-ups, mark-downs, fees) associated with actual trading or accounts are reflected 
in the GIC Asset Allocation Models. The GIC Asset Allocation Models and any model performance included in this presentation are intended as educational materials . Were a client to use these models 
in connection with investing, any investment decisions made would be subject to transaction and other costs which, when compounded over a period of years, would decrease returns . Information 
regarding Morgan Stanley’s standard advisory fees is available in the Form ADV Part 2, which is available at www.morganstanley.com/adv. The following hypothetical illustrates the compound effect 
fees have on investment returns: For example, if a portfolio’s annual rate of return is 15% for 5 years and the account pays 50 basis points in fees per annum, the gross cumulative five-year return would 
be 101.1% and the five-year return net of fees would be 96.8%. Fees and/or expenses would apply to clients who invest in investments in an account based on these asset allocations, and would reduce 
clients’ returns. The impact of fees and/or expenses can be material. insurance products disclosures: Variable annuities are long-term investments designed for retirement purposes and may be 
subject to market fluctuations, investment risk, and possible loss of principal. All guarantees, including optional benefits, are based on the financial strength and claims-paying ability of the issuing 
insurance company and do not apply to the underlying investment options. Optional riders may not be able to be purchased in combination and are available at an additional cost. Some optional riders 
must be elected at time of purchase. Optional riders may be subject to specific limitations, restrictions, holding periods, costs, and expenses as specified by the insurance company in the annuity 
contract. If you are investing in a variable annuity through a tax-advantaged retirement plan such as an IRA, you will get no additional tax advantage from the variable annuity. Under these 
circumstances, you should only consider buying a variable annuity because of its other features, such as lifetime income payments and death benefits protection . Taxable distributions (and certain 
deemed distributions) are subject to ordinary income tax and, if taken prior to age 59½, may be subject to a 10% federal income tax penalty. Early withdrawals will reduce the death benefit and cash 
surrender value. Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment. Ultrashort-term fixed income asset class is 
comprised of fixed income securities with high quality, very short maturities. They are therefore subject to the risks associated with debt securities such as credit and interest rate risk . Master Limited 
Partnerships (MLPs): Individual MLPs are publicly traded partnerships that have unique risks related to their structure. These include, but are not limited to, their reliance on the capital markets to 
fund growth, adverse ruling on the current tax treatment of distributions (typically mostly tax deferred), and commodity volume risk . The potential tax benefits from investing in MLPs depend on their 
being treated as partnerships for federal income tax purposes and, if the MLP is deemed to be a corporation, then its income would be subject to federal taxation at the entity level, reducing the 
amount of cash available for distribution to the fund which could result in a reduction of the fund’s value. MLPs carry interest rate risk and may underperform in a rising interest rate environment. 
Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) changes in supply and demand relationships, (ii) 
governmental programs and policies, (iii) national and international political and economic events, war and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in 
commodities and related contracts, (vi) pestilence, technological change and weather, and (vii) the price volatility of a commodity . In addition, the commodities markets are subject to temporary 
distortions or other disruptions due to various factors, including lack of liquidity, participation of speculators and government intervention . Physical precious metals are non-regulated products. 

DISCLOSURES
Page 13 of 14

103 of 116

http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf
http://www.morganstanleyfa.com/public/projectfiles/id.pdf


Precious metals are speculative investments, which may experience short-term and long term price volatility. The value of precious metals investments may fluctuate and may appreciate or decline, 
depending on market conditions. Unlike bonds and stocks, precious metals do not make interest or dividend payments. Therefore, precious metals may not be suitable for investors who require current 
income. Precious metals are commodities that should be safely stored, which may impose additional costs on the investor . REITs investing risks are similar to those associated with direct investments 
in real estate: property value fluctuations, lack of liquidity, limited diversification and sensitivity to economic factors such as interest rate changes and market recessions . Risks of private real estate 
include: illiquidity; a long-term investment horizon with a limited or nonexistent secondary market; lack of transparency; volatility (risk of loss); and leverage. Principal is returned on a monthly basis 
over the life of a mortgage-backed security. Principal prepayment can significantly affect the monthly income stream and the maturity of any type of MBS, including standard MBS, CMOs and Lottery 
Bonds. 
Asset-backed securities generally decrease in value as a result of interest rate increases, but may benefit less than other fixed-income securities from declining interest rates, principally because of 
prepayments. Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision. Credit ratings are subject to change.
Floating-rate securities. The initial interest rate on a floating-rate security may be lower than that of a fixed-rate security of the same maturity because investors expect to receive additional income 
due to future increases in the floating security’s underlying reference rate. The reference rate could be an index or an interest rate. However, there can be no assurance that the reference rate will 
increase. Some floating-rate securities may be subject to call risk. Companies paying dividends can reduce or cut payouts at any time. Nondiversification: For a portfolio that holds a concentrated or 
limited number of securities, a decline in the value of these investments would cause the portfolio’s overall value to decline to a greater degree than a less concentrated portfolio . Portfolios that invest a 
large percentage of assets in only one industry sector (or in only a few sectors) are more vulnerable to price fluctuation than those that diversify among a broad range of sectors . The indices selected 
by Morgan Stanley Wealth Management to measure performance are representative of broad asset classes. Morgan Stanley Wealth Management retains the right to change representative indices at 
any time. Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. Growth investing does not guarantee a 
profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these high valuations, an investment in a growth stock can be more risky than an investment in a 
company with more modest growth expectations. Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn their 
business around or successfully employ corrective strategies which would result in stock prices that do not rise as initially expected . Any type of continuous or periodic investment plan does not 
assure a profit and does not protect against loss in declining markets. Since such a plan involves continuous investment in securities regardless of fluctuating price levels of such securities, the investor 
should consider his financial ability to continue his purchases through periods of low price levels. Duration, the most commonly used measure of bond risk, quantifies the effect of changes in interest 
rates on the price of a bond or bond portfolio. The longer the duration, the more sensitive the bond or portfolio would be to changes in interest rates . This material is disseminated in the United States 
of America by Morgan Stanley Smith Barney LLC. Morgan Stanley Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section 
15B of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal 
Advisor Rule. This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney LLC . © 2017 Morgan Stanley Smith Barney 
LLC. Member SIPC.

DISCLOSURES
Page 14 of 14

104 of 116



  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-014 

Investment Policy Statement Review Enclosure: Yes 

 Action Item Yes 

   
 
 

 
 

 
    

 
Prepared by: 

 
Benefit Trust Company (BTC) 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
The Investment Policy Statement for the Trust must be reviewed periodically to ensure that it 
reflects the current investment objectives of the Retirement Board of Authority.  The Investment 
Policy Statement governs the actions of the Discretionary Trustee and its Advisor in the selection 
and monitoring of investments for the trust.   
  

STATUS: 
 
The members of the Retirement Board of Authority, with the assistance of consultants from 
Benefit Trust Company and Morgan Stanley will review the provisions of the Investment Policy 
Statement. A key to this process may be a review of the Board’s risk attitude as well as the capacity 
of the Board to accept the current designated investment risk. 
 
RECOMMENDATION: 
 
Discuss the information received and modify the Investment Policy Statement for the investment 
of Trust assets if needed, or otherwise affirm it in its present form. 
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INVESTMENT POLICY STATEMENT 

San Mateo County Community College District 

The purpose of this Investment Policy Statement is to establish a comprehensive strategy for the 
acceptance and accumulation of invested assets under the Futuris Public Entity Investment 
Trust (the "Trust"), which has been adopted for use by San Mateo County Community 
College District (the "Employer") for, among other things, to assist the Employer in meeting 
applicable funding requirements for the payment of future retiree health and welfare obligations 
and other post-employment benefit obligations (generally referred to as "OPEB Liability"), but 
may also be used to fund other purposes related to excess funds of the Employer as allowable 
under applicable law. 

This Investment Policy Statement shall be consistent with the governing law, including the 
Internal Revenue Code of 1986 as amended from time to time (the "Code"), applicable 
provisions of Governmental Accounting Standards Board Statement Nos. 43 and 45, California 
laws, including applicable provisions of the California Government Code. 

TRUST FUNDING STATEMENT 

The purpose of the Trust is to provide a uniform method of investing contributions and earnings 
of all contributed amounts between funds deposited within the Trust Fund, as such term is 
defined within the Trust. The Trust shall be funded primarily by irrevocable contributions made 
by the Employer, but may also include other contributions made by any Participant as 
determined necessary and appropriate under applicable circumstances and in compliance with 
underlying legal requirements. These contributions shall be remitted to the Trust on a 
discretionary basis, as determined by and through the direction of the Employer, or such 
delegated Trust. 

RETIREMENT BOARD OF AUTHORITY 

The Retirement Board of Authority (the "RBOA") is directly responsible for the implementation 
and oversight of this Investment Policy Statement. This responsibility includes the selection and 
ongoing evaluation of investments and/or investment managers in accordance with applicable 
laws and regulations. However, these investment responsibilities may be delegated to an 
authorized third-pmty trustee. In this case, the RBOA has appointed Benefit Trust Company 
("BTC") as Discretionary Trustee and Trust Fund custodian, who may further designate and 
delegate any corresponding Investment Manager responsibilities as set forth below. On behalf of 
the Trust, and as approved by the RBOA, BTC shall administer the assets of the Trust in such a 
manner that the investments are: 

• Prudent; in consideration of the stated purpose of the Trust, any underlying Plan and in 
accordance with Article 16, Section 17 of the California Constitution creating a 
Retirement System, and California Government Code Sections 53620 through 53622, 
as applicable; 

• Diversified; among a broad range of investment alternatives; 
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• Permitted; in accordance with the terms of the Trust, any applicable Plan document and 
in accordance with California Government Code Sections 53620 through 53622 and 
other applicable requirements; 

• Selected; for the exclusive benefit of the Plan participants as it relates to the funding of 
retiree health and welfare benefits, or as otherwise deemed appropriate for the purposes 
set forth by the Trust. 

The above notwithstanding, the RBOA retains the responsibility to oversee the management of 
the Trust, including BTC's, or any successor trustee's, requirement that investments and assets 
held within the Trust continually adhere to the requirements of California Government Code. 

INVESTMENT OBJECTIVES 

The Trust authorizes the use of a broad range of investment choices that have distinctly different 
risk and return characteristics. In general, assets held in the Trust Fund will be for the primary 
purpose of meeting present and future OPEB Liability obligations and may be invested in 
accordance with California Government Code Sections 53600 through 53622 that subject to 
applicable legal requirements may provide greater latitude to increase purchasing power and 
capital growth potential if deemed prudent to do so. 

Though investment responsibilities are delegated to the Trustee, the RBOA determines the target 
return that is applicable for this Trust as it relates to those assets held in the Trust Fund. 
Attachment A of this Investment Policy details the target return selected by the RBOA. The 
target return may be modified from time to time by amending the Appendix. Related to the 
investments and the holding of investments themselves, the Trustee may cause any or all of the 
assets of the Trust to be commingled, to the extent such investment and the issuance thereof 
would be exempt under the provisions of Sections 2(a)(36), 3(b)(l) or 3(c)(l1) of the Investment 
Company Act of 1940 or Section 3(a)(2) of the Securities Act of 1933, with the assets of trusts 
created by others, causing such money to be invested as part of a common and/or collective trust 
fund. 

PERIODIC ANALYSIS AND EVALUATION 

The RBOA and/or its designees shall periodically meet with the Trustee to review investment 
performance reports that analyze the performance of the managers selected in each market sector 
that take into consideration: 

• adherence to applicable legal constraints on investment prudence; 
• consistency and adherence to stated investment management style and discipline; 
• risk adjusted performance relative to managers with similar style; 
• long-term investment performance relative to appropriate benchmarks; and 
• changes in investment personnel managing the portfolio 
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ETHICS AND CONFLICT OF INTEREST 

Officers, employees, and agents involved in the investment process shall refrain from personal 
business activities that could conflict with proper execution of the investment program, or which 
could impair their ability to make impartial decisions. Officers, employees, and agents involved in 
the investment process shall abide by the California Government Code Section 1090 et seq. and the 
California Political Reform Act (California Government Code Section 81000 et seq.) 

AMENDMENT 

The RBOA shall have the right to amend this Policy, in whole or in part, at any time and from 
time to time. 

ADOPTION 

The RBOA hereby adopts the provisions of this Investment Policy Statement as of this 16th day 
of Septemi.Re'~~-'lo-

By: 

By: 

By: 

By: 
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APPENDIX A: Target Return 

Subject to the ability of the Retirement Board of Authority and Trustee to deviate from 
these guidelines as set forth under the heading "Investment Objectives" in the Statement, 
the Retirement Board of Authority has determined after due consideration to the time 
horizon of the trust, trust liquidity needs, and the District's risk tolerance and capacity for 
risk, that the Trust Fund shall be invested with the objective of achieving an annualized 
target net rate of return of 7% in order to meet the Plan's actuarial assumption (as 
determined by Retirement Board of Authority's Actuarial Consultant), as well as an 
additional 0.4% to cover the costs of trust administration, GASB 43 and GASB 45 
compliance. 

In accordance with Article 16 Section 17 of the California Constitution creating a 
retirement system and California Government Code sections 53620 through 53622, the 
Retirement Board of Authority has the authority to invest or reinvest funds intended for 
the payment of employee retiree health benefits under a prudent investor standard and 
shall diversify investments so as to minimize the risk of loss and to maximize the rate of 
return. The Trustee shall establish investment portfolios on a discretionary basis to meet 
the diverse needs of the Trust and its applicable purposes. Applicable provisions and 
requirements of, in particular, the California Government Code (specifically provisions 
under Sections 53216.1, 53216.5 and 53216.6, as applicable) shall be examined before 
selecting the investment portfolios to achieve the targets stated above. 

The Trustee shall manage the Trust investments on a discretionary basis such that the 
total allocation among various investment styles, capitalizations, fund managers and 
securities is established and re-balanced from time-to-time so as to meet the Trust's 
overall target return objectives with the least amount of risk. The Trust assets shall not be 
invested in any proprietary investment vehicles of the Trustee or any of its affiliates or 
advisors. 

Equity Investments 

The purpose of the aggregate equity allocation within the Trust is to provide a total return 
consisting primarily of appreciation, with dividend income a secondary consideration. In 
order to maximize return opportunity while minimizing risk, the Trustee shall, in its 
discretion, allocate the Trust's equity allocation among a diverse group of equity fund 
managers, taking into consideration such factors as investment style (value, growth, 
international, etc.) as well as the capitalization (large, mid, small, etc.) of the investment. 

Permitted equity investments shall include: 

D Publicly traded common stocks, preferred stocks, secunt1es convertible into 
common stocks, and securities which carry the right to buy common stocks, 
listed on a major United States stock exchange, including stocks traded through 
the NASDAQ Stock Market; 

D American Depository Receipts ("ADRs"); 
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D SEC-registered open-end mutual funds and Bank, Insurance Company or Trust 
Company commingled funds which invest primarily in stocks and other 
instruments which are allowable securities under these policies and objectives; 

D Closed-end SEC-registered mutual funds whtch invest primarily in stocks and 
other instruments which are allowable securities under these policies and 
objectives; and 

D Exchange Traded Funds ("ETFs") which invest primarily in stocks and other 
instruments which are allowable securities under these policies and objectives. 

In managing the equity portfolio, the Trustee shall not do any of the following: 

• buy equity securities on margin; 
• short-sell equity securities; 
• buy or sell futures contracts in any form, except that the Trustee is authorized 

to buy or sell such contracts specifically for purposes of, and only for 
purposes of, a hedge against portfolio loss; 

• buy or sell put or call options on stocks, indexes or futures contracts; 
• buy or sell foreign securities not registered through an SEC filing or not 

denominated in U.S. dollars; or 
• buy or sell any securities which are not publicly traded. 

However, all of the above restrictions shall be permitted in open-end or closed-end 
mutual funds, comingled funds, or ETFs, if in the opinion of the Trustee these activities 
are consistent with fund objectives and prudent management, and the investments provide 
for daily liquidity. 

Additionally, certain securities may not be held directly, but only in open-end or closed
end mutual funds, comingled funds, or ETFs. These include common stocks, preferred 
stocks, and securities convertible into common stocks and securities that carry the right to 
purchase common stocks of non-U.S. companies traded on global exchanges, traded in 
any currency, as well as restricted securities of U.S. and non-U.S. companies, including 
securities issued through private offerings, and forward currency contracts or currency 
futures contracts to hedge foreign currency exposure. 

Not more than 5% of the Trust assets shall be invested in any single equity security issue 
or issuer. The foregoing limitation is not intended to apply to the percentage of Trust 
assets invested in a single diversified mutual fund. 

Both an investment fund manager's performance and the performance of individual 
securities, if purchased, will be compared to the following benchmarks based upon the 
particular investment style and capitalization range: 

Domestic Equities: S&P 500 
International: MSCI EAFE and ACWI ex. U.S 
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The Trustee shall pay particular attention to rolling 3 and 5 year time frames as well as 
shorter periods should the situation warrant. In addition, the Trustee shall measure and 
compare the exposure to risk of the Trust's equity portfolio with benchmarks appropriate 
for the investment style and capitalization range of each such investment. 

Fixed Income Investments 

The purpose of the aggregate fixed income allocation within the Trust is to provide a total 
return consisting of income and appreciation, while preserving capital by investing in a 
diversified portfolio of high quality fixed income securities. The investment objective of 
the fixed income portfolio is to achieve a total return commensurate with the overall bond 
market as measured by the Barclay's Aggregate Bond Index for domestic securities, and 
the Barclay's Global Bond Index for international securities, with attention given to 
rolling 3 and 5 year time frames as well as shorter periods should the situation warrant. 
In addition, the Trustee shall measure and compare the exposure to risk of the Trust's 
fixed income portfolio with benchmarks appropriate for the investment style and 
capitalization range of each such investment. 

Permitted securities shall include: 

D Obligations of the U.S. Government and its agencies; 

D Bonds issued by U.S. Corporations or U.S. subsidiaries of foreign companies that 
are incorporated within the U.S. and carry a minimum BBB rating; 

D Certificates of Deposit issued by banks or savings and loans of sound financial 
condition under FDIC management, with never more than $100,000 (including 
interest) in any single institution; 

D Money market funds and money market instruments of an investment grade 
commonly held in money market funds such as repurchase agreements, banker's 
acceptances, commercial paper, etc. 

D SEC-registered open-end mutual funds and Bank, Insurance Company and Trust 
Company commingled funds which invest primarily in bonds and other 
instruments which are allowable securities under these policies and objectives; 

D Closed-end SEC registered mutual funds which invest primarily in bonds and 
other instruments which are allowable securities under these policies and 
objectives; 

D Exchange Traded Funds ("ETFs") which invest primarily in bonds and other 
instruments which are allowable securities under these policies and objectives; 

D Investment grade foreign government or corporate bonds carrying a minimum 
BBB rating, whether or not denominated in U.S currency, and whether or not 
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hedged for foreign currency risk. 

D Securities backed by pools of consumer or corporate receivables other than 
mortgages ("Asset-backed Securities"), provided that these securities have been 
registered with the SEC for public offering and that they meet the requirements of 
these policies and objectives and carry a minimum BBB rating; and 

D U.S. Agency mortgage-backed pass-through securities. 

In managing the fixed income portion of the Trust assets, the Trustee shall not do any of 
the following: 

• buy fixed income securities on margin; 
• short-sell fixed income securities; 
• buy or sell futures contracts in any form, except that the Trustee is authorized 

to buy or sell such contracts specifically for purposes of, and only for 
purposes of, a hedge against portfolio loss; 

• buy or sell put or call options on bonds, indexes or futures contracts; 
• buy or sell foreign securities not registered through an SEC filing or not 

denominated in U.S. dollars; or 
• buy or sell any securities which are not publicly traded except U.S. 

Government or agency-backed mortgages. 

However, all of the above restrictions shall be permitted only in open-end or closed-end 
mutual funds, comingled funds, or ETFs, if in the opinion of the Trustee these activities 
are consistent with fund objectives, prudent management, risk mitigation, and the 
investments provide for daily liquidity. In addition, investment in non-investment grade 
bonds or loans by such funds shall be permitted so long as the average aggregate rating of 
the funds are investment grade, and in the opinion of the Trustee the proportion of non
investment grade bonds to investment grade bonds in the portfolio is prudent. 

Not more than 5% of the Trust assets shall be invested in any single debt security issue or 
issuer. The foregoing limitation is not intended to apply to the percentage of Trust assets 
invested in a single diversified mutual fund, nor does the limitation apply to obligations 
of the U.S. Government and its agencies, U.S. agency mortgage-backed pass-through 
securities or to a mutual fund that invests in such obligations or securities. 

Use of Mutual Funds 

The Retirement Board of Authority envisions that the Trustee will invest predominantly 
in open and closed-end mutual funds . The Board recognizes that the limitations and 
restrictions set forth in this Statement cannot be imposed on the managers of such mutual 
funds and that mutual funds held by the Trust may be managed outside of the 
requirements of this Statement. Nonetheless, the Trustee shall seek to identify mutual 
funds that comply as closely as possible to these guidelines and shall diligently monitor 
for prompt removal and replacement of those that do not. 
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. . . ~ 

Performance Review 

In the execution of its fiduciary responsibilities, the Trustee shall review, on a regular 
basis, the performance of the various investments and fund managers employed by the 
Trust to determine if assets are being properly managed according to the stated objectives 
and policies set forth in the Trust Agreement and in this Statement. The Trustee shall 
view performance and investment risk on the basis of a full 3 to 5-year market cycle, 
though the stated objectives and policies of the Trustee may result in the prompt sale of a 
security or dismissal of a fund manager based upon shorter term results. In addition, any 
deviation or change in the structure, management or investment style of any fund 
manager employed shall precipitate a review by the Trustee to determine whether or not 
that manager should be retained. 

Change of Target Return 

The Retirement Board of Authority may, from time to time, discuss with Trustee the need 
to change target investment returns for the trust as conditions or characteristics of the 
Trust, or applicable Fund requirements change. In the event a change is made, a new 
Appendix A will be adopted by the Retirement Board of Authority to reflect the change. 
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
RETIREMENT BOARD OF AUTHORITY MEETING 

 
 
 

 
 

 
 

 
  

PRESENTED TO: 
 
 

 
DATE: 

 
            03/09/2017 

 
Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-015 

 
Retirement Board of Authority Comments 

 
Enclosure: 

 
No 

 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
Each member may report about various matters involving the Retirement Board of Authority. 
 
RECOMMENDATION: 
 
There will be no Retirement Board of Authority discussion except to ask questions or refer matters 
to staff, and no action will be taken unless listed on a subsequent agenda. 
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 

RETIREMENT BOARD OF AUTHORITY MEETING 
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DATE: 
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Retirement Board of Authority 
 
 
 

 
 

 
 

 
  

SUBJECT: 
 
 

 
ITEM #: 

 
2016/2017-016 

 
Program Coordinator/Consultant Comments 

 
Enclosure: 
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 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
The Program Coordinator may address the Board of Authority on any matter pertaining to the 
Retirement Board of Authority that is not on the agenda 
 
RECOMMENDATION: 
 
There will be no Retirement Board of Authority discussion except to ask questions or refer matters 
to staff, and no action will be taken unless listed on a subsequent agenda. 
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  SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT 
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ITEM #: 

 
2016/2017-017 

 
Date, Time and Agenda Items for Next Meeting 

 
Enclosure: 
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 Action Item No 

   
 
 

 
 

 
    

 
Prepared by: 

 
Keenan Financial Services 

 
 

 
 

 
 

 
 

 
Requested by: 

 
Retirement Board of Authority 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
BACKGROUND: 
 
Members and visitors may suggest items for consideration at the next Retirement Board of 
Authority meeting. 

 
RECOMMENDATION: 
 
The Board will determine Agenda Items for the next meeting. 
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