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CINCINNATI

RETIREMENT
City of Cincinnati Retirement System

Board of Trustees Meeting
Agenda

August 3, 2023 /2:00 P.M.
City Hall, Council Chambers and via Zoom

Members CRS Staff
Bill Moller, Chair Karen Alder
Tom Gamel, Vice Chair Mike Barnhill, Contractor
Kathy Rahtz

Mark Menkhaus, Jr. Law

Monica Morton Ann Schooley
John Juech Linda Smith
Tom West

Seth Walsh

Aliya Riddle

Call to Order

Public Comment

Approval of Minutes
<+ Meeting Minutes — July 13, 2023

Report from Investment Committee

Informational — Staff Report

June 2023 Investment Results (Marquette)

2" Quarter Budget Update

Procurement Update (RFPs for Investment Consultant, Fiduciary Audit)
Status of Executive Director Search Process

2™ Quarter Drop Report

DROP Actuarial Analysis Peer Review Update

Disabled Adult Children Ordinance

Healthcare Funding Policy

FEEEEEEE

Old Business
4+ CRS CY2022 Annual Report

New Business

Adjournment

Next Meeting: Thursday, September 14, 2023, 2:00 P.M. City Hall Council Chambers and via Zoom
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City of Cincinnati Retirement System
Board of Trustees Meeting Minutes
July 13, 2023 / 2:00 P.M.

City Hall — Council Chambers and remote

Board Members Administration
Bill Moller, Chair Karen Alder
Tom Gamel, Co-Chair Mike Barnhill, Consultant
Kathy Rahtz Keva Elam
Mark Menkhaus Jr.

Monica Morton Law

John Juech Ann Schooley
Tom West Linda Smith
Seth Walsh

Aliya Riddle

CALL TO ORDER

Chair Moller called the meeting to order at 2:01 p.m. and a roll call of attendance was taken. Trustee
Juech and Walsh were absent.

PUBLIC COMMENT
No public comment.

APPROVAL OF MINUTES
Approval of the minutes of the Board meeting of June &, 2023, was moved by Trustee Gamel and
seconded by Trustee Menkhaus. The minutes were approved by unanimous roll call vote.

Report from Governance Committee
Trustee Menkhaus explained the motion to approve the new Ethics Policy. The Ethics Policy would apply

to the Board members but not to employees that are part of the City Administration. Trustee Menkhaus
highlighted that the Ethics Policy mirrors the Ohio Administrative Code and the ORC. Chair Moller
motioned to approve, and no second was needed. Motion was approved by a majority roll call vote.

Trustee Menkhaus explained the motion to approve a revision to the Training Policy that would make
training for the Board members a requirement. He also indicated that the Executive Director would be
responsible for creating a training plan for each individual and making training opportunities known to
the Board. Chair Moller motioned to approve, and no second was needed. Motion was approved by a
unanimous roll call vote.



Trustee Menkhaus explained the motion to adopt Committee Charters for the Benefits Committee,
Governance Committee, and Investment Committee. Chair Moller motioned to approve the three
charters and no second was needed. Motion was approved by a unanimous roll call vote.

Report from Performance Evaluation Committee
Trustee Rahtz explained the motion to add the Annual Performance Evaluation of the Executive Director

to the 2023 Performance Evaluation Committee Goals and Objectives. Chair Moller motioned to approve
the addition and no second was needed. Motion was approved by a unanimous roll call vote.

Informational — Staff Report

May 2023 Investment Results {Marquette)

Chair Moller explained that YTD investment returns were just slightly less than the benchmark but a little
over 3% which is much less than the current 7.5% assumption.

Procurement Update (RFPs for Investment Consultant, Fiduciary, Audit, Dental)

Director Alder stated that the evaluation of the Fiduciary Audit proposals is complete. The Evaluation
Committee has a recommendation for the Board, which is to go with Funston Advisory Services. They
were the lowest cost as well as a competitive proposal with very comprehensive experience in this area.
Chair Moller asked what the actual cost is, and Director Alder answered it is $102,400. She also stated,
just for comparison, the most expensive is $152,500, and the next closest price is $139,500. Chair Moller
commented that Funston has done similar work for the State of Ohio systems. Chair Moller motioned to
approve Funston as the Fiduciary Auditor and the motion was seconded by Trustee Gamel. Motion was
approved by a unanimous roll call vote.

Director Alder explained that five proposals have been received from investment consulting firms which
are currently being evaluated and the Evaluation Committee’s scoring is due Friday, July 21, 2023.

Chair Moller asked Director Alder to remind the Board of the process, who makes the decision, and who
is involved. Director Alder reminded the Board that the Evaluation Committee is made up of City
employees that will do the scoring. There are a few advisory members, who are Board members, and
they have access to the proposals received. Mr. Barnhill is also in an advisory role. The recommended
award will then come to the Board for approval. If the Board approves the recommended vendor, the
next step is approval of the vendor award by the City Manager.

Director Alder explained that the Dental RFP was cancelled, at the direction of the Board, and will be
revisited next year. The contract with Superior was amended to continue for the next calendar year.

Status of Executive Director Search Process

Director Alder told the Board that an offer was extended and denied, so additional interviews have been
conducted. Another candidate has been selected and they will be contacted to begin negotiations.
Director Alder will inform the Board once finalized.

Staff Update

Director Alder told the Board that Terra Williams started on June 26, 2023, in the Finance Manager role,
double filling with Bev Nussman. She has been working diligently to get up-to-speed prior to Bev’s
retirement.



The Benefit Counselor position will be held vacant until a new Executive Director is hired. Director Alder
feels that it is important for the new Director to assess the staff that are currently there and select the
person they think is most suitable for that role.

DROP Actuarial Analysis Update

Director Alder stated the report from Foster and Foster had been received. The report is different than
what was conducted by Cheiron originally. Cheiron did an analysis based on the participants already in
DROP, where Foster and Foster did an analysis of the cost of the system looking forward with projections
on DROP participation. The Foster and Foster’s analysis determined that the DROP program is cost
neutral. Director Alder has reached out to Cheiron to do a peer analysis of the Foster and Foster
proposal and has not received that back yet.

Chair Moller reminded the Board that a copy of the analysis is in the packet. Cheiron’s analysis in August
2020 concluded there would be $11.6 million in additional liability due to DROP. He stated the Foster and
Foster analysis is based more on assumptions and not experience.

Healthcare Funding Policy
Director Alder explained that in the packet, there is the motion that was passed by the Board earlier this
year and a draft proposal that the City Administration has created.

Chair Moller commented that the recent draft created by the City Administration does not reflect what
the Board had approved in its motion. There are some significant differences, with the most significant
being the “no contribution in the City draft policy until the Pension Trust is 85% funded.” Chair Moller
further explained that based on the Board’s incremental approach funding the pension, which would not
occur until 2043 so effectively the City Policy says they do not have to contribute to the healthcare policy
until 2043. Chair Moller does not think this is particularly helpful.

Benefits Committee: July 25

Chair Moller explained that there will be several items on the agenda and encouraged members to
attend if they can.

Old Business

Chair Moller addressed the Annual Report, which was included in the packet. He explained that it was
modeled after reports that have been provided in the past in terms of organization and style. The
Board’s recommendation on the Pension Trust Funding is included. Chair Moller thanked Director Alder
for creating the report and Trustee Gamel for helping to review it.

Chair Moller motioned to accept the Annual Report that is in the packet and the motion was seconded
by Trustee Gamel. Chair Moller will give the report to the Mayor and members of the City Council once
approved. Motion was approved by a unanimous roll call vote.

New Business

Director Alder informed the Board the Fiduciary Insurance, which insures the Board against any lawsuits,
was up for renewal on July 7th. The renewal included an increase of $3,000 to the annual premium. The
insurance includes $5 million worth of basic coverage and excess coverage of up to $10 million for a total
of $15 million. Director Alder also explained that there has been concern over ensuring the Board due to
the lack of funding for the system.



Chair Moller commented that the renewal was not as a result of an RFP or bid process, but a renewal of
a contract that the Board has had, which Director Alder confirmed. She explained that the broker does
bid things out but given the circumstances the Board is fortunate to be able to renew the coverage with
the current carrier. Trustee Menkhaus asked how significant the $3,000 increase is to the premium.
Director Alder responded that it went from $96,959 to $99,950 which is not significant.

Director Alder proposed to add discussion regarding retiree Health Reimbursement Arrangement (HRA)
Plan to the Benefits Committee meeting in July. Currently, CRS has out-of-pocket maximums that are a
little less than what the active population offers. The City recently raised their out-of-pocket maximums
to try to encourage more participation in the HRA program. The more people that participate, the less
healthcare expenses the Retirement system is paying. Director Alder will be recommending slight
increases to make the maximums even with the Actives plan.

Chair Moller asked how many people are currently participating in the HRA program, to which Director
Alder responded she believes participation is very low.

Chair Moller will refer this to the Benefits Committee on July 25, 2023.

Adjournment
Following a motion to adjourn by Trustee Menkhaus and seconded by Trustee Gamel. The Board

approved the motion by unanimous roll call vote. The meeting adjourned at 2:24 p.m.

Meeting video link: https://archive.org/details/crs-board-7-13-23

Next Meeting: Thursday, August 3, 2023 at 2:00 p.m. — City Hall Council Chambers and via Zoom

Secretary
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Total Fund Composite As of June 30, 2023
Summary of Cash Flows

Last Month

Beginning Market Value $2,205,790,829

Net Cash Flow -$17,459,792

Net Investment Change $64,765,173

Ending Market Value $2,253,096,210

Market Value
Market Value % of Portfolio Policy % Policy Difference
$) (%)
Total Fund Composite 2,253,096,210 100.0 100.0 0
Fixed Income Composite 361,456,789 16.0 225 -145,489,858
Private Debt Composite 35,618,570 1.6 3.0 -31,974,317
U.8. Equity Composite 670,348,037 29.8 28.5 28,215,617
Non-U.S. Equity Composite 407,766,372 18.1 18.0 2,209,054
Volatility Risk Premium Composite 58,862,288 26 2.5 2,534,882
Real Estate Composite 188,466,047 84 7.5 19,483,831
Infrastructure Composite 269,966,147 12.0 10.0 44,656,526
Private Equity Composite 246,469,808 10.9 8.0 66,222,111
Total Cash Equivalents 14,142,152 0.6 - 14,142,152
Performance

Mo 3Mo YD  1¥r 3Y¥s  5Ys 10¥rs  incepion "O°Pien
Total Fund Composite 2.9% 2.6% 6.3% 7.6% 10.3% 6.7% 7.5% 8.7% May-85
Target Benchmark 3.1% 2.7% 6.7% 8.0% 9.4% 6.9% 7.7% - May-85
Fixed Income Composite 0.1% 0.1% 3.2% 1.6% 0.7% 1.7% 2.7% 5.0% Nov-95
Bloomberg US Aggregate TR -0.4% -0.8% 2.1% -0.9% -4.0% 0.8% 1.5% 4.2% Nov-95
Private Debt Composite 0.0% 0.0% 4.8% 8.6% - - - 1.5% Sep-20
Bloomberg US Aggregate TR -0.4% -0.8% 21% -0.9% -4.0% 0.8% 1.5% -4.5% Sep-20
U.S. Equity Composite 7.0% 7.1% 12.6% 16.3% 16.6% 9.3% 10.9% 9.3% Feb-89
Russell 3000 6.8% 8.4% 16.2% 19.0% 13.9% 11.4% 12.3% 10.5% Feb-89
Non-U.S. Equity Composite 4.5% 2.5% 9.3% 12.3% 8.6% 2.9% 4.8% 5.7% May-93
MSCI ACWI ex USA 4.5% 2.4% 9.5% 12.7% 7.2% 3.5% 47% - May-93
Volatility Risk Premium Composite 2.2% 5.4% 10.7% 12.8% - - - 2.3% Jan-22
CBOE Put Write Index 2.5% 5.4% 12.5% 12.1% 13.6% 6.3% 7.1% 4.5% Jan-22
Real Estate Composite -1.3% -1.9% -4.0% -8.4% 8.3% 6.8% 8.9% 5.8% Aug-07
NFI-ODCE -1.0% -2.8% 1%  -10.7% 7.1% 5.6% 7.8% 4.8% Aug-07
NPI 0.0% 0.0% -1.8% -4.7% 7.5% 6.3% 8.0% 6.4% Aug-07
Infrastructure Composite 1.0% 0.9% 3.2% 7.14% 9.1% 8.5% 74% 8.3% Aug-08
3 Month T-Bill +4% 0.8% 2.2% 4.3% 7.7% 5.3% 5.5% 5.0% 4.7% Aug-08
Private Equity Composite 0.0% 0.0% 0.7% -0.3% 17.7% 14.0% 13.5% 8.7% Jul-93
Burgiss Global All Private Equity 0.0% 0.0% 1.3% -0.3% 19.6% 16.3% 15.7% 15.6% Jul-93

=’MarquetteA::~s<:x ates Marquette Associates, Inc. | 1



DISCLOSURE

Marquette Associates, Inc. (“Marquette”) has prepared this document for the
exclusive use by the client or third party for which it was prepared. The information
herein was obtained from various sources, including but not limited to third party
investment managers, the client's custodian(s) accounting statements, commercially
available databases, and other economic and financial market data sources.

The sources of information used in this document are believed to be reliable.
Marquette has not independently verified all of the information in this document and
its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or
consequential losses arising from its use. The information provided herein is as of the
date appearing in this material only and is subject to change without prior notice.
Thus, all such information is subject to independent verification and we urge clients to
compare the information set forth in this statement with the statements you receive
directly from the custodian in order to ensure accuracy of all account information. Past
performance does not guarantee future results and investing involves risk of loss. No
graph, chart, or formula can, in and of itself, be used to determine which securities or
investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction
about a future event contained in this presentation, are based on a variety of estimates
and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets and market conditions. These estimates and
assumptions, including the risk assessments and projections referenced, are inherently
uncertain and are subject to numerous business, industry, market, regulatory, geo-
political, competitive, and financial risks that are outside of Marquette's control. There
can be no assurance that the assumptions made in connection with any forward-
looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an
indication that Marquette considers forward-looking statements to be a reliable
prediction of future events. The views contained herein are those of Marquette and
should not be taken as financial advice or a recommendation to buy or sell any security.
Any forecasts, figures, opinions or investment techniques and strategies described are
intended for informational purposes only. They are based on certain assumptions and
current market conditions, and although accurate at the time of writing, are subject to
change without prior notice. Opinions, estimates, projections, and comments on
financial market trends constitute our judgment and are subject to change without
notice. Marquette expressly disclaims all liability in respect to actions taken based on
any or all of the information included or referenced in this document. The information
is being provided based on the understanding that each recipient has sufficient
knowledge and experience to evaluate the merits and risks of investing.

Marquette is an independent investment adviser registered under the Investment
Advisers Act of 1940, as amended. Registration does not imply a certain level of skill
or training. More information about Marquette including our investment strategies,
fees and objectives can be found in our ADV Part 2, which is available upon request.
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Cincinnati Retirement System
DROP Quarterly Report for 2023

Totals at Life of Plan

12/31/2022 a1 Q2 Q3 Q4 2023 Participation
Participants
Beginning 173 158 173
New Participants 373 1 6 7 380
Withdrawn Particpants -200 -16 -9 -25 -225
Remaining 173 158 155 155 155
DROP Balance
Opening Balance y s 26,520,139
In-Flows to DROP
Deferred Pension Payments $ 50,283,884 | S 2,000,043 $ 1,902,362 s 3,902,405 | $ 54,186,289
Member Contributions* S 7,192,305 | $ 327,276 § 262,832 s 590,108 | $ 7,782,413
Interest Payable S 1,829,799 | S 273,092 S 260,203 $ 533,295 | § 2,363,094
Subtotal s 59,305,988 | $ 2,600,411 $ 2,425,397 § - 8 - 5 5,025,808 | $ 64,331,796
Out-Flows from DROP
Disbursement of Accounts $ (30,947,360)| §  (3,487,459) $ (2,864,795) $  (6,352,254)| $  (37,299,614)
Transfers to Pension Trust
Participant Fees* $  (1,796,519)| $ (81,816) $ (65,709) $ (147,525)| $ (1,944,044)
Forfeited Interest S (41,970)| $ - S - $ -1$ (41,970)
Subtotal $ (32,785,849)| § (3,569,275) $ (2,930,504) $ - 5 - $ (6,499,779)| (39,285,628)
Change To DROP Quarterly $ (968,864) $ (505,107) $ - § - $  (1,473,971)
Ending DROP Liability S 26,520,139 $ 25,046,168 | $ 25,046,168

* Member Contributions equal 9% of pensionable compensation with 25% of collected amount transferred to Pension Trust as fees for
participation in the DROP program.
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Via Electronic Mail
July 25, 2023

Ms. Karen Alder

Finance Director

City of Cincinnati

801 Plum Street, Suite 250
Cincinnati, Ohio 45202

Re:  Estimated Impact of the Deferred Retirement Option Plan on the Cincinnati
Retirement System

Dear Karen:

As requested, we are writing to review the DROP analysis dated June 14, 2023 prepared by Foster
and Foster and compare the results of their analysis to that prepared by Cheiron in our letter dated
August 20, 2020. The purpose of each analysis was to determine the impact that the Deferred
Retirement Option Program (DROP) had on the Cincinnati Retirement System (CRS or System).

Conclusions of Each Analysis

Cheiron concluded that the impact on the liability of the System due to the DROP was
approximately $11.6 million as of July 1. 2020. This was based on known actual experience of
the 290 participants who elected to participate in the DROP between January 1, 2016 and
April 1, 2020. Total liabilities for the System as of December 31, 2019 (the most recent valuation
performed at the time of the analysis) were $2,466.3 million.

Foster and Foster concluded that “the existence of DROP in its current form is cost neutral to the
CRS and does not negatively impact the CRS Funded Ratio.” Their rationale is that members are
working 1.5 years longer than they were before the implementation of the DROP and that regular
service retirement is neutralized when the retirement age (i.e., age at DROP Exit) is one to two, or
more, years later than the assumed retirement age had there been no DROP. Their conclusions are
based on calculations using a hypothetical participant and assume all assumptions are realized.

Differences in Conclusions

Cheiron and Foster and Foster reached different conclusions regarding the impact that the DROP
had on the CRS. The differences can be explained by the methodology and data used to prepare
the analysis. Cheiron’s analysis was aimed at how actual DROP experience has impacted the
System, whereas Foster and Foster’s analysis seemed to determine if the DROP design feature
would have any impact on the System based on a hypothetical participant.
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Methodology Used to Determine the DROP Impact

Cheiron’s August 20, 2020 letter estimated the impact the DROP had on the System as of
July 1, 2020 by calculating the following difference for each of the 290 participants who elected
to participate in the DROP between January 1, 2016 and April 1, 2020: (a) the liabilities reflecting
their actual DROP participation election (DROP Entry), compared to (b) the liabilities as if they
remained an active participant and retired on their actual or assumed exit from DROP
(DROP Exit).

Foster and Foster compared (a) the liability assuming a hypothetical participant regularly retired
if there was no DROP, to (b) the liability at an assumed DROP Exit date three years after electing
to participate, discounted to the regular retirement date. Their calculations assume all assumptions
are realized.

This difference in methodology and timing will impact the results of the analysis.
Actual Data Versus Hypothetical Data

The other significant difference is that Foster and Foster’s conclusion is based on 5 hypothetical
participants. Therefore, their analysis is solely focused on whether the "design" may lead to
neutrality or minimal impact, whereas Cheiron’s analysis measured the impact for the actual 290
participants who elected to participate in DROP from January 1, 2016 through April 1, 2020,
reflecting each participants actual experience in the System. By using actual participants, known
experience (e.g., salary earnings after entering DROP) are included as part of the calculated
financial impact that the DROP has had to date.

Cheiron’s analysis showed that the average cost for the 290 participants who elected to participate
in the DROP between January 1, 2016 and April 1, 2020 was approximately $40,000; however,
the amount significantly varied based on each participants’ characteristics (age, salary, service,
etc.) at the time of DROP entry as well as subsequent pay levels and amount of time they spent in
DROP (i.e., known experience). In fact, the impact ranged from a savings of $50,000 per
participant to a cost of over $150,000 per participant depending on the characteristics of the
participant. A participant’s decision to elect to go into the DROP will be based on personal
circumstances and what is best for that individual. Given anti-selection, it does not come as a
surprise that our study yielded an increase in liabilities due to the DROP. Although not accounted
for by Foster and Foster, their report alludes to the potential impact of actual experience on
page 9 of their report under adverse selection.

Disclosures

Cheiron’s analysis only reflects the financial impact to the System and does not factor in additional
costs that the City incurs such as salaries and other benefits, including health insurance, had the
participants retired on a date different than their actual or assumed DROP exit date.

Cheiron’s results were based on the same census data, financial information, methods and
assumptions, and plan provisions used in the December 31, 2019 actuarial valuation, except as
otherwise noted. The assumptions used were the same for all participants regardless of the
participant’s date of entry into the DROP. For any participant that has not yet exited DROP, we
assumed that the DROP account would accumulate 3.25% per year based on the DROP crediting
rate used in our December 31, 2019 valuation.
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In preparing Cheiron’s results, we relied on information (some oral and some written) supplied by
the Retirement System’s staff as well as information available through Pension Gold. This
information includes, but is not limited to, plan provisions, employee data, financial information,
and earnings information after DROP entry through June 30, 2020. Where data was incomplete,
reasonable assumptions were used. We performed an informal examination of the obvious
characteristics of the data for reasonableness and consistency in accordance with Actuarial
Standards of Practice No. 23. Please refer to Cheiron’s letter August 20, 2020 for the data,
assumptions and methods, and other disclosures used in our analysis. We also relied on Foster and
Foster’s letter dated June 14, 2023 for our review of their analysis.

Future actuarial measurements may differ significantly from the current results due to such factors
as the following: plan experience differing from that anticipated by the economic or demographic
assumptions; changes in economic or demographic assumptions; changes in plan provisions or
applicable law; and final audited fiscal year financial results.

This report and its contents have been prepared in accordance with generally recognized and
accepted actuarial principles and practices and our understanding of the Code of Professional
Conduct and applicable Actuarial Standards of Practice set out by the Actuarial Standards Board
as well as applicable laws and regulations. Furthermore, as credentialed actuaries, we meet the
Qualification Standards of the American Academy of Actuaries to render the opinions contained
in this report. This report does not address any contractual or legal issues. We are not attorneys,
and our firm does not provide any legal services or advice.

This letter was prepared solely for the Cincinnati Retirement System for the purposes described
herein. Other uses of this letter are not intended users as defined in the Actuarial Standards of
Practice, and Cheiron assumes no duty or liability to such other users.

If you have any questions, please let us know.

Sincerely,

Cheiron M

Kevin J. Woodrich, FSA, EA, MAAA
Principal Consulting Actuary

Janet Cranna, FSA, FCA, EA, MAAA
Principal Consulting Actuary
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MODIFYING the provisions of Chapter 203, “Employees’ Retirement System,” of the Cincinnati
Municipal Code by AMENDING Section 203-42, “Health Care Benefits,” Section 203-43,
“Health Care Benefits For Membership Dates Prior to January 9, 1997 and Retirement Effective
Dates After January 1, 2016,” Section 203-44, “Health Care Benefits For Membership Dates On
and After January 9, 1997,” and Section 203-48, “Health Care Benefits for Eligible Dependent
Family Members,” to implement policy changes made by the Cincinnati Retirement System Board.

WHEREAS, the Cincinnati Retirement System Board (“Board™) desires to provide
healthcare coverage to the adult disabled children of retirees whenever possible; and

WHEREAS, following a review of the rules related to Social Security Disability Income
(*SSDI”") and Supplemental Security Income (*SSI”"), the Board has determined that the cost of
this healthcare coverage to the 115 Trust that funds retirees’ healthcare is not significant; and

WHEREAS, the Board no longer wants to require retirees to provide a Certificate of
Disability from the Social Security Administration or to apply for SSI on behalf of a disabled adult
child as a condition for retiree healthcare coverage for an adult disabled child under Chapter 203,
regardless of the disabled adult child’s eligibility for such benefits, and

WHEREAS, the Board wants to require those retiree members and their spouses or eligible
dependent children who are eligible to receive Medicare benefits to enroll in Medicare as a
condition of receiving retiree healthcare coverage under Chapter 203; and

WHEREAS, the Board voted to change the Board’s policies to address eligibility
requirements for retirees’ disabled adult children to receive retiree healthcare coverage and desires
to revise Chapter 203 to implement those changes; now, therefore,

BE IT ORDAINED by the Council of the City of Cincinnati, State of Ohio:

Section 1. That existing Section 203-42, “Health Care Benefits,” Section 203-43, “Health
Care Benefits For Membership Dates Prior to January 9, 1997 and Retirement Effective Dates
After January 1, 2016,” Section 203-44, “Health Care Benefits For Membership Dates On and
After January 9, 1997,” and Section 203-48, “Health Care Benefits for Eligible Dependent Family

Members,” of the Cincinnati Municipal Code are hereby amended to read as follows:

Sec. 203-42. Health Care Benefits.



(a)

(b)

(©)

In addition to other benefits provided in this chapter, the Retiree health care benefits
described in this Section shall be provided to the following persons:

(DA Mamboarwwho ratired on or before Tontv 1 2011 and whoge elioihility for health
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care benefits was determined on their Retirement Effective Date according to
the provisions of this chapter in effect on such date, or

(ii) A Member of Group C who retires on or after August 1, 2011 with 15 years of
Membership Service, or

(iii) A Member of Group D, E, or F whose most recent membership enrollment date

is before January 9, 1997 and who retired on or after August 1, 2011 and on or
before January 1, 2016 with 15 years of Membership Service, or

(iv) Persons receiving the benefits of a retirement optional allowance under Section
203-63 and who are eligible for benefits under Section 203-48 of this chapter,
provided that the Member satisfied the health care eligibility requirements of
paragraph (i), (ii) or (iii) above at the time the Member retired, or

(v) A surviving spouse, eligible dependent child aador orphan receiving survivor
benefits as provided in Section 203-49 of this chapter on or before January I,
2016.

The benefits to be provided under this Section are:

(i) Medical and prescription drug coverage similar to coverage in effect for eligible
RetireesPensioners on January 1, 2014, and MemberRetiree premium
contributions are not to exceed 5% of the full funding rate for each tier of
coverage:

(A) For in-network benefits:
() An annual deductible of $300 per person and $600 per family;

(II) A maximum annual medical out-of-pocket expense of $1,500 per
person and $3,000 per family; and

(I11) Prescription co-pays: $10 for generic; $20 for brand name; $30 for non-
formulary; with no out-of-pocket limit.

(B) For out-of-network benefits:
() An annual deductible of $600 per person and $1,200 per family;

(I1) A maximum annual medical out-of-pocket expense of $3000 per
person and $6,000 per family; and

(TI1) Limited out-of-network coverage for prescription drugs.

(ii) Dental and vision insurance coverage which shall be purchased and fully paid
for by the Retirees, their surviving spouse, or_their eligible dependents or
orphans, as provided in Section 203-48 of this chapter.

Members who retired before September 1, 2007, and their surviving spouse as
provided in Section 203-48 of this chapter, who met the requirements of former
Section 203-43(d), subsections (i), (ii), (iii), or (iv) as in effect prior to July 1, 2011,



and who as of January 1, 2012, and annually thereafter, meet the requirements of
subsection (i) below are entitled to the benefits described in subsection (ii) below.

@

(i)

MembersPensioners must establish that their annual household income is less
than $30,000 by annually submitting to the Retirement System a copy of their
federal income tax return or any other or additional documentation the
Retirement System requires to determine annually whether the Memberls
Pensioner’s household income is less than $30,000. For purposes of this Section,
“household income™ shall mean the total income of the MemberPensioner,
including the income of the Member'sPensioner’s spouse if married, after adding
back the nontaxable portion of interest, dividends, pensions, annuities, IRA
distributions, and social security benefits. Business or investment losses are not
included in “household income™ and may not be used to reduce the amount of
“household income™ for purposes of this Section. MembersPensioners must
submit a copy of their federal income tax return (and that of their spouse, if
applicable) for the prior year to the Retirement System no later than the date
determined by the Retirement System each year, or any other or additional
documentation the Retirement System requires. Failure to submit the required
documentation shall result in the MemberPensioner becoming permanently
ineligible for the benefits described in (c)(ii) of this Section. The Member
Pensioner will be eligible for coverage as described in (b) of this Section.

MembersPensioners who meet the requirements of subsection (i); above shall
receive medical and prescription drug coverage with no premium cost with the
following benefits:

(A) For in-network benefits:
() An annual deductible of $0;

(II) A maximum annual medical out-of-pocket expense of $500 per person
and $1,000 per family;

(IIT) A maximum annual prescription drug out-of-pocket expense of $500
per person; and

(IV)Prescription drug tiers: $5 for generic; $15 for brand name; $30 for
non-formulary.

(B) For out-of-network benefits:
() An annual deductible of $0;

(I) A maximum annual medical out-of-pocket expense of $1000 per
person and $2.000 per family: and

(1IT) Limited out-of-network coverage for prescription drugs.

MembersPensioners who meet the requirements of subsection (i) above shall be
provided dental and vision coverage to be purchased and fully paid for by the
Retirees, their surviving spouse, or their eligible dependents er-erphans.



(d) Any person eligible to receive healthcare coverage under this Chapter who is eligible
for coverage under Medicare shall apply for Medicare coverage and provide
documentation to the Retirement System that is acceptable to the Retirement System
that confirms either acceptance or denial for such coverage. To the extent allowable
under applicable federal law, coverage under this Section for any person who is
eligible to be covered under Medicare shall be secondary to coverage of such person
under Medicare. The benefit payable under this Section shall be reduced by the
greater of: (a) the amount actually paid by Medicare Part A and Part B; or (b) the
amount Medicare would pay if the person were enrolled in Medicare Part A and Part
B. A person is considered eligible for Medicare for these purposes during any period
such person has coverage under Medicare Part A or Part B or, while otherwise
qualifying for coverage under Medicare Part A (premium free) or Part B, does not
have such coverage under Medicare Part A or Part B solely because such person has
refused, discontinued, or failed to make any necessary application or applicable
payment for Medicare Part A or Part B coverage.

(e) The director of retirement or the director’s designee shall adopt rules and policies
necessary to implement this Section.

Sec. 203-43. Health Care Benefits For Membership Dates Prior to January 9, 1997 and
Retirement Effective Dates After January 1, 2016.

(a) In addition to other benefits provided in this chapter, the Retiree health care benefits
described in this Section shall be provided to the following persons:

(i) A Qualified Member (as defined in paragraph (c) below) who retires after
January 1, 2016 who is at least 60 years of age with a minimum of 20 years of
Membership Service and who is not otherwise eligible for health care benefits
under Section 203-42, or

(ii) A Qualified Member (as defined in paragraph (c) below) who retires with 30 or
more years of Creditable Service consisting of a minimum of 20 years of
Membership Service and who is not otherwise entitled to benefits under Section
203-42, or

(iii) Persons receiving the benefits of a retirement optional allowance under Section
203-63 of this chapter, and who are eligible for benefits under Section 203-48
of this chapter, provided that the Member satisfied the requirements of either
paragraph (i) or paragraph (ii) above at the time the Member retired and who is
not otherwise entitled to benefits under Section 203-42, or

(iv) Each surviving spouse, and each eligible dependent child ardor orphan of a
deceased Active Member who would have been eligible for benefits under this
Ssection, who is receiving survivor benefits as provided in Section 203-49 of
this Chapter, provided that:

(A) the deceased Active Member’s most recent membership enrollment date is
before January 9, 1997 and the survivor benefit commenced on or after
February 1, 2016 and the deceased Active Member is not otherwise entitled
to benefits under Section 203-42; and



(b)

(c)

(B) a surviving spouse may only obtain coverage if the surviving spouse
possessed a valid marriage certificate or other proof of marriage recognized
by the State of Ohio, dated prior to the date of the Active Member’s death.
However, if the deceased Active Member dies on or after January 1, 2019,
the surviving spouse is eligible for coverage only if the spouse was not
legally separated from the deceased Active Member at the time of the
deceased Active Member’s death.

(v) Qualified Members who are not covered by the provisions of the Collaborative
Settlement Agreement and who retire on or after February 1, 2016 and on or
before January 1, 2017 and who have at least 15 years of Membership Service.

The benefits to be provided under this Section are:

(i) Medical and prescription drug coverage similar to the most favorable plan
available to active Employees, excluding Police & Fire and Building & Trade
unions, and Member premium contributions are not to exceed 10% of the full
funding rate for each tier of coverage; and

(if) Dental and vision insurance coverage which shall be purchased and fully paid
for by the Retirees, their surviving spouse, or their eligible dependents or
orphans as provided in Section 203-48 of this chapter.

(iii) Any person eligible to receive healthcare coverage under this Chapter who is
eligible for coverage under Medicare shall apply for Medicare coverage and
provide documentation to the Retirement System that is acceptable to the
Retirement System that confirms either acceptance or denial for such coverage.
To the extent allowable under applicable federal law, coverage under this
Section for any person a-Member who is eligible to be covered under Medicare
shall be secondary to coverage of such Member under Medicare. The benefit
payable under this Section shall be reduced by the greater of: (a) the amount
actually paid by Medicare Part A and Part B; or (b) the amount Medicare would
pay if the Member were enrolled in Medicare Part A and/or Part B. A Member
is considered eligible for Medicare for these purposes during any period such
Member has coverage under Medicare Part A or Part B or, while otherwise
qualifying for coverage under Medicare Part A (premium free) or Part B, does
not have such coverage under Medicare Part A or Part B solely because such
Member has refused, discontinued, or failed to make any necessary application
or applicable payment for Medicare Part A or Part B coverage.

For purposes of this Section, a Qualified Member is a Member who was an Active
Member before January 9, 1997. The following rules shall apply for purposes of
determining whether a Member was an Active Member before January 9, 1997:

(i) If the Member terminates Membership due to a withdrawal of Accumulated
Contributions (as provided in Section 203-11(d)) or a transfer of service credit
and Accumulated Contributions to a State Retirement System (as provided in
Sections 203-8 and 203-7-A), the Member shall not be considered to have been
an Active Member for any period attributable to the withdrawn or transferred
contributions, irrespective of whether the Member is subsequently granted credit



(d)

(©)

for such period of service pursuant to Section 203-29, Section 203-8 or any
similar provisions of this Retirement System.

(i) A Member shall not be considered to have | c | for any
period of Creditable Service of a Member that is attributable to State Retirement
System Service Credit, Out of State and Federal Service Credit, or Unpaid

Authorized Leave of Absence Service Credit.
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(iii) If a Member ceases (or ceased) to be an Employee, the Member shall not be
considered to have been an Active Member for any period of employment that
precedes the date the Member ceases (or ceased) to be an Employee, unless the
Member does not withdraw all or any part of his Accumulated Contributions.

(iv) Notwithstanding the foregoing, if a Member is granted service credit for a period
of military absence pursuant to Sections 203-27 or 203-27A, to the extent
required by federal law, the Member shall be considered to have been an Active
Member during the period of military absence.

Any Inactive Member who is rehired on or after January 1, 2016 shall not be eligible
for benefits under this Section.

The director of retirement or his-er-herthe director’s designee shall adopt rules and
policies necessary to implement this Section.

Sec. 203-44. Health Care Benefits For Membership Dates On and After January 9, 1997.

(@)

In addition to other benefits provided in this chapter, the Retiree health care benefits
described in this Section shall be provided to the following persons:

(i) A Member whose most recent membership enrollment date is on or after January
9, 1997 and on or before December 31, 2015, and who:

(A) Retired on or after August 1, 2011 and on or before January 1, 2016 with
15 years of Membership Service and who is not entitled to benefits under
Section 203-42 or 203-43, or

(B) Retires on or after February 1, 2016 and who is at least 60 years of age with
a minimum of 20 years of Membership Service and who is not otherwise
eligible for health care benefits under Section 203-42 or Section 203-43, or

(C) Retires on or after February 1, 2016 with 30 or more years of Creditable
Service consisting of a minimum of 20 years of Membership Service and
who is not otherwise entitled to benefits under Section 203-42 or Section
203-43.

(ii) Persons receiving the benefits of a retirement optional allowance under Section
203-63 of this Chapter, and who are eligible for benefits under Section 203-48
of this Chapter, provided that the Member satisfied the requirements of
paragraph (i) above at the time the Member retired and who is not otherwise
entitled to benefits under Section 203-42 or Section 203-43.

(iii) Members whose most recent membership enrollment date is on or after January
9, 1997 and who are not covered by the provisions of the Collaborative



Settlement Agreement and who retire on or after February 1, 2016 and on or
before January 1, 2017 and who have at least 15 years of Membership Service.

(iv) Each surviving spouse, and each eligible dependent child aador orphan of a

deceased Active Member who would have been eligible for benefits under this
Ssection, who is receiving survivor benefits as provided in Section 203-49 of
this Chapter, provided that:

(A) the deceased Active Member’s most recent membership enrollment date is
on or after January 9, 1997 and on or before December 31, 2015; and

(B) a surviving spouse may only obtain benefits if the surviving spouse
possessed a valid marriage certificate or other proof of marriage recognized
by the State of Ohio, dated prior to the date of the Active Member’s death.
However, if the deceased Active Member dies on or after January 1, 2019,
the surviving spouse is eligible for coverage only if the spouse was not
legally separated from the deceased Active Member at the time of the
deceased Active Member's death.

Accordingly, the provisions of Section 203-33 of this Chapter, which provide for Service
Retirement Allowances after vesting, shall not entitle perseasMembers who are so vested to health
care benefits under the provisions of this Section unless such persens-are Members who-also
qualify for health care benefits under the provisions of this Section.

(b) The benefits to be provided under this Section are:

(@)

(i)

Medical and prescription drug coverage similar to the most favorable plan
available to active Employees, excluding Police & Fire and Building & Trade
unions; and subject to Member premium contributions described in (c) below;
and

Dental and vision insurance coverage shall be purchased and fully paid for by
the MemberRetiree, their surviving spouse, and their eligible dependents or
orphans.

(iii) Any person eligible to receive healthcare coverage under this Chapter who is

eligible for coverage under Medicare shall apply for Medicare coverage and
provide documentation to the Retirement System that is acceptable to the
Retirement System that confirms either acceptance or denial for such coverage.
To the extent allowable under applicable federal law, coverage under this
Ssection for any person who is eligible to be covered under Medicare shall be
secondary to coverage of such person under Medicare. The benefit payable
under this Section shall be reduced by the greater of: (a) the amount actually
paid by Medicare Part A and Part B; or (b) the amount Medicare would pay if
the person were enrolled in Medicare Part A and/or Part B. A person is
considered eligible for Medicare for these purposes during any period such
person has coverage under Medicare Part A or Part B or, while otherwise
qualifying for coverage under Medicare Part A or Part B, does not have such
coverage under Medicare Part A (premium free) or Part B solely because such




person has refused, discontinued, or failed to make any necessary application or
applicable payment for Medicare Part A or Part B coverage.

{¢) Except for dental and vision insurance coverage, the percentage of the full funding
rates, or premiums, for medical and prescription drug coverage to be paid by the
Retirement System on behalf of persons entitled to benefits under this Section shall
be based on a formula consisting of the sum of (i) the number of the Member’s full
years of Creditable Service, and (ii) the Member’s age at the earlier of the Member’s

Retirement date or the date that the Member ceased to be an Active Member, with
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date counting as one point each. Years of age at Retirement shall mean years of age
at the birthday immediately preceding the earlier of the Member’s Retirement date
or the date that the Member ceased to be an Active Member. The number of full years
of Creditable Service and the years of age at Retirement date shall be added together
and shall result in the payment of medical and prescription drug coverage in the
following percentage amounts:

95% of full cost or full premiums for 90 points

75% of full cost or full premiums for 80 to 89 points
50% of full cost or full premiums for 70 to 79 points
25% of full cost or full premiums for 60 to 69 points

If a Member's total points are less than 60, the Member is only eligible for individual
medical and prescription drug coverage. The Retirement System will pay 25% of the premium for
individual medical and prescription drug coverage. No spouse or family coverage is available.

A Member’s years of Creditable Service shall be used for the purpose of determining the
points of a Member under this subsection (c), but will not include years of Creditable Service
credited under a previous Service Retirement Allowance provided under this Chapter.

(d) If a Member leaves the City service prior to Retirement and is entitled to a deferred
Service Retirement Allowance and such Member is entitled to benefits under this
Section, no benefits shall be provided to the Member until the Member reaches the
later of their normal retirement date, or their Medicare eligibility age.

(e) Any Inactive Member who is rehired on or after January 1, 2016 shall not be eligible
for benefits under this Section.

() The director of retirement or the director’s-his-or-her designee shall adopt rules and
policies necessary to implement this Section.
Sec. 203-48. Health Care Benefits for Eligible Dependent Family Members.

Notwithstanding any other provisions of this chapter, health care benefits provided by the
Retirement System for eligible dependent family members of Retirees or deceased Active
Members shall be limited to the following:

(a) Eligibility for Health Care:



(@

(i)

If a Retiree or deceased Active Member is eligible to receive health care benefits
pursuant to this Chapter, only the following dependents as defined by and in
accordance with the Ohio Administrative Code 145-4-09, “Definition of Eligible
Dependent for Health Care Coverage,” or Internal Revenue Code Section 152
(a)(1), “Qualifying Child,” may be enrolled for health insurance purposes:

(A) A Retiree’s spouse possessing a valid marriage certificate or other proof of
marriage as recognized by the State of Ohio, dated prior to the effective date
of retirement, and beginning January 1, 2019 who is not legally separated
from the Retiree; or

(B) A surviving spouse of a deceased Retiree who is receiving benefits under
Section 203-63, and who possessed a valid marriage certificate or other
proof of marriage recognized by the State of Ohio, dated prior to the
effective date of retirement. However, if the deceased Retiree dies on or
after January 1, 2019, the spouse is eligible for coverage only if the spouse
was not legally separated from the deceased Retiree at the time of the
deceased Retiree’s death; or

(C) A surviving spouse of a deceased Active Member who is receiving benefits
under Section 203-49, and who possessed a valid marriage certificate or
other proof of marriage recognized by the State of Ohio, dated prior to the
date of death. However, if the deceased Active Member dies on or after
January 1, 2019, the spouse is eligible for coverage only if the spouse was
not legally separated from the deceased Active Member at the time of the
deceased Active Member’s death; or

(D) A Retiree’s or a deceased Active Member’s biological children who were
born or children who were legally adopted by the Retiree prior to the
effective date of retirement, or in the case of a deceased Active Member,
prior to the date of death.

A Retiree’s child who has never entered into a marriage recognized by the State

of Ohio is eligible for coverage if the child is either under the age of 19 or is a

student attending an accredited school on a fulltime basis for at least 7 months

of the calendar year and who has not attained the age of 24.

(iii) Coverage shall be extended if the Retiree’s child is permanently and totally

disabled in accordance with Social Security Disability Definition, 42 U.S.C.

416i(1), prior to the limiting age specified in Section (a)(ii) herein and-maintains
his-or-herresidence—within-the household-of the Retiree. For purposes of this
Ssection, the term “disability” means the inability to engage in any substantial
gainful activity by reason of any medically determinable physical or mental
impairment, which can be expected to result in death or has lasted or can be
expected to last for a continuous period of not less than 12 months. Evidence of
the incapacity shall be required to be provided to the Beard Retirement System’s
Medical Director for review and recommendation regarding whether the child is

permanentlv and totally dlsabled mh—a&—a—@e&ﬂﬁeﬁe—ef—[)wamh%er—e%her

Medical Dlrector S recommendatlon shall be subject to approval by the Board.

Appeals from the Board’s determination will be governed by rules adopted by
the director of retirement.




(iv) Any person eligible to receive healthcare coverage under this Chapter who is

eligible for coverage under Medicare shall apply for Medicare coverage and
provide documentation to the Retirement System that is acceptable to the
Retirement System and confirms either acceptance or denial for such coverage.
To the extent allowable under applicable federal law. coverage under this
Section for any person who is eligible to be covered under Medicare shall be
secondary to coverage of such person under Medicare. The benefit payable
under this Section shall be reduced by the greater of: (a) the amount actually
paid by Medicare Part A and Part B; or (b) the amount Medicare would pay if
the person were enrolled in Medicare Part A and/or Part B. A person is
considered eligible for Medicare for these purposes during any period such
person has coverage under Medicare Part A or Part B or, while otherwise
qualifying for coverage under Medicare Part A or Part B, does not have such
coverage under Medicare Part A (premium free) or Part B solely because such
person has refused, discontinued, or failed to make any necessary application or
applicable payment for Medicare Part A or Part B coverage.

(b) Eligibility to Purchase Health Care at 100% of Premium Cost:

(i)

(i)

The ability to enroll a spouse, minor child, or minor grandchild for Health Care
benefits shall be closed to spouses when the date of marriage is after the date of
the Retiree's retirement, to children born or adopted after the Retiree's date of
Retirement and to minor grandchildren after December 31, 2017, unless
subsection (ii) below applies.

Otherwise eligible spouses and dependents who were married to, born of, or
adopted by the Retiree after the Retiree's date of Retirement, and one minor
grandchild born to an unmarried, un-emancipated minor child of the Retiree that
the Retiree is permitted to claim as a dependent on the Retiree's federal tax return
in accordance with Section 152 of the Internal Revenue Code, will be entitled to
remain enrolled in coverage as long as they meet all other eligibility
requirements, were enrolled in Retiree Health Care coverage on January 1, 2018,
and provided that there is no break in coverage. Once a break in coverage occurs,
spouses, dependents, and minor grandchildren will be subject to all the eligibility
requirements of Chapter 203, including this Ssection, and will be ineligible for
re-enrollment unless they meet all the eligibility requirements of Chapter 203.

(c) If an individual receives a monthly benefit as an Optionee of a deceased Retiree of
the Retirement System, he or she may enroll the biological children who were born
of the Retiree or any e¢ligible children who were legally adopted by the Retiree prior

(d)

(©)

to the effective date of the Retiree’s Retirement, provided that all such individuals

meet the criteria listed in Sections (a)(i),(ii), (iii), or (iv) €t} herein.

If a Retiree has not selected a pension payment option that includes an Optionee,
health care benefits provided by the Retirement System for the Retiree’s dependent
spouse and eligible biological or legally adopted dependent child/ren terminates
following the death of the Retiree.

For the purposes of this chapter, it is the responsibility of the Retiree, Optionee, or
survivor to notify the Retirement System in writing, within 60 days of the date that

10



any spouse or dependent child fails to meet eligibility requirements. Failure to
provide such notice to the Retirement System may result in overpaid health care
claims for which the Retiree, Optionee, or survivor shall be responsible in addition
to penalties imposed in Section (f) herein.

(f) The Board maintains the right to conduct compliance-related audits of spouse and
dependent eligibility and to impose penalties for non-compliance. Penalties for non-

compliance shall include suspension of health care coverage of the Retiree-Optionee;

er-surviving-spouse-and-his-or-her-dependentsany person eligible for coverage under
this chapter for a period of 3 years and a requirement that the Retiree-Optionee—or
surviving-speusesuch individuals repay all improperly paid prescription drug claims.

After the three-year suspension period, the Retiree;-Optionee—or-survivingspouse;
er-dependentehildren’seligible individual’s health insurance may only be reinstated
upon full repayment of the amount of the improperly paid prescription drug claims.

The Retiree;—Optionee—or—survivingspouseeligible individual is responsible for

making payment arrangements to repay the amounts owed. If the RetireeOptionee;

ersurvivingspeusecligible individual has been found legally incompetent by a court,
the Board, at its sole discretion, may elect to modify the penalty imposed by this

Ssection.

(g) The director of retirement or the director’s designee shall adopt rules and policies
necessary to implement this Section.

Section 2. That this ordinance shall take effect and be in force from and after the earliest

period allowed by law.

Passed: , 2023

Aftab Pureval. Mayor

Attest:

Clerk

New language underscored. Deletions struck through.
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Total Fund Composite As of May 31, 2023
Summary of Cash Flows
Last Month
Reninning Market Value $2,236 380,297
Net Cash Flow -$10,200,064
Net Investment Change -$21,535,159
Ending Market Value $2,204,645,074
Market Value
Market Val{tﬁ % of Portfolio Policy % Policy Dlﬁeren{ce
v \$)
Total Fund Composite 2,204,645,074 100.0 100.0 0
Fixed Income Composite 357,894,207 16.2 22.5 -138,150,935
Private Debt Composite 33,618,570 1.5 3.0 -32,520,783
U.S. Equity Composite 635,854,671 28.8 285 7,530,825
Non-U.S. Equity Composite 390,392,948 17.7 18.0 -6,443,166
Volatility Risk Premium Composite 57,586,538 2.6 2.5 2,470,411
Real Estate Composite 192,895,138 8.7 75 27,546,758
Infrastructure Composite 266,773,908 121 10.0 46,309,401
Private Equity Composite 250,569,489 114 8.0 74,197,883
Total Cash Equivalents 16,059,605 0.7 - 16,059,605
Performance
1Mo 3 Mo YTD 1¥r 3Yrs 5Yrs  10Yrs Inception lncepE)t;otg
Total Fund Composite -1.0% 11% 3.2% -0.2% 10.2% 6.1% 7.1% 8.7% May-85
Target Benchmark -0.9% 1.0% 3.5% -0.8% 9.1% 6.2% 7.2% - May-85
Fixed Income Composite -0.9% 1.9% 3.0% -0.8% -0.3% 1.7% 2.4% 5.0% Nov-95
Bioomberg US Aggregate TR -1.1% 2.0% 2.5% -2.1% -3.6% 0.8% 1.4% 4.2% Nov-95
Private Debt Composite 0.0% 4.6% 4.8% 4.7% - - - 1.6% Sep-20
Bloomberg US Aggregate TR -1.1% 2.0% 2.5% -2.1% -3.6% 0.8% 1.4% -4.5% Sep-20
U.S. Equity Composite -0.6% 0.9% 5.2% -0.8% 14.7% 7.9% 10.0% 9.1% Feb-89
Russell 3000 0.4% 4.2% 8.7% 2.0% 12.2% 10.1% 11.5% 10.3% Feb-89
Non-U.S. Equity Composite -3.4% 0.9% 4.7% -1.4% 8.5% 1.3% 3.9% 5.5% May-93
MSCI ACWI ex USA -3.6% 0.4% 4.8% -1.4% 7.2% 2.2% 3.8% - May-93
Volatility Risk Premium Composite 1.3% 6.3% 8.3% 5.1% - - - 0.7% Jan-22
CBOE Put Write Index 1.4% 5.9% 9.8% 5.9% 13.1% 5.8% 6.9% 2.9% Jan-22
Real Estate Composite 0.2% -1.9% -2.7% -5.1% 8.3% 7.4% 9.4% 59% Aug-07
NFi-ODCE 0.0% -1.1% -3.3% -6.7% 7.9% 6.3% 8.2% 5.0% Aug-07
NP/ 0.0% -0.6% -1.8% -3.7% 7.4% 6.5% 8.1% 6.4% Aug-07
Infrastructure Composite -0.2% 1.7% 2.0% 7.5% 10.7% 8.5% 7.3% 8.2% Aug-08
3 Month T-Bill +4% 0.7% 2.1% 3.5% 7.3% 5.1% 5.5% 4.9% 4.7% Aug-08
Private Equity Composite 0.0% 0.4% 0.4% -2.3% 20.3% 14.8% 13.9% 8.7% Jul-93
Burgiss Global All Private Equity 0.0% 0.0% 0.0% -6.7% 23.2% 17.1% 15.9% 15.6% Jul-93
it | _ ;
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DISCLOSURE

Marquette Associates, Inc. (“Marquette”) has prepared this document for the
exclusive use by the client or third party for which it was prepared. The information
herein was obtained from various sources, including but not limited to third party
investment managers, the client's custodian(s) accounting statements, commercially
available databases, and other economic and financial market data sources.

The sources of information used in this document are believed to be reliable.
Marquette has not independently verified all of the information in this document and
its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or
consequential losses arising from its use. The information provided herein is as of the
date appearing in this material only and is subject to change without prior notice.
Thus, all such information is subject to independent verification and we urge clients to
compare the information set forth in this statement with the statements you receive
directly from the custodian in order to ensure accuracy of all account information. Past
performance does not guarantee future results and investing involves risk of loss. No
graph, chart, or formula can, in and of itself, be used to determine which securities or
investments to buy or sell.

Forward-locking statements, including without limitation any statement or prediction
about a future event contained in this presentation, are based on a variety of estimates
and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets and market conditions. These estimates and
assumptions, including the risk assessments and projections referenced, are inherently
uncertain and are subject to numerous business, industry, market, regulatory, geo-
political, competitive, and financial risks that are outside of Marquette's control. There
can be no assurance that the assumptions made in connection with any forward-
looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an
indication that Marquette considers forward-looking statements to be a reliable
prediction of future events. The views contained herein are those of Marquette and
should not be taken as financial advice or arecommendation to buy or sell any security.
Any forecasts, figures, opinions or investment techniques and strategies described are
intended for informational purposes only. They are based on certain assumptions and
current market conditions, and although accurate at the time of writing, are subject to
change without prior notice. Opinions, estimates, projections, and comments on
financial market trends constitute our judgment and are subject to change without
notice. Marquette expressly disclaims all liability in respect to actions taken based on
any or all of the information included or referenced in this document. The information
is being provided based on the understanding that each recipient has sufficient
knowledge and experience to evaluate the merits and risks of investing.

Marquette is an independent investment adviser registered under the Investment
Advisers Act of 1940, as amended. Registration does not imply a certain level of skill
or training. More information about Marquette including our investment strategies,
fees and objectives can be found in our ADV Part 2, which is available upon request.
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Funding Policy

Background
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Agreement or “CSA™) to resolve pending litigation related to changes in the retirement benefits
provided by the City, including healthcare benefits (also known as “Other Post Employment
Benefits” or OPEB). The CSA required that the City continue to provide retiree healthcare
benefits for certain City retirees through the expiration of the CSA in 2045. The CSA specified
varying eligibility and cost participation by retirees. CSA paras. 23-24. The City implemented
these provisions though amendments to CMC 203-42 through 203-44, and by creating a separate
trust fund for the purposes of contributing to, investing and funding the health benefits of these
certain retirees of the City (“115 Trust Fund™). CMC 203-122.

CSA para. 26 required the City to develop a funding policy for the 115 Trust Fund “that will
satisfy all consent decree requirements including but not limited to the City’s obligation to fully
fund the 115 Trust at actuarially appropriate levels for the term of this Agreement.” CSA, para
26; CMC 203-93(c). Accordingly, this funding policy is intended to implement the CSA and
CMC and ensure that the 115 Trust is funded at actuarially appropriate levels at least through
December 31, 2045.

Since the effective date of the CSA, the 115 Trust has either been very close to full funding or
overfunded. As such, the City has not made any employer contributions to the 115 Trust, aside
from the initial deposit of $220mm earmarked for retiree healthcare. Medical costs, however,
have been historically volatile. With the advent of increased inflation as well as capital market
volatility, it is prudent to adopt a healthcare funding policy at this time.

Actuarial Evaluation: Valuation, Experience Study and Audit

Consistent with the City ordinances that require the regular application of sound actuarial
analysis to the administration of pension and OPEB benefits, this policy requires that an actuarial
valuation of CRS OPEB benefits and the 115 Trust will continue to be conducted annually.
CMC 203-91. Additionally, an actuarial experience analysis will be conducted at least once
every five years. Admin. Code. XV sec. 9. Finally, an actuarial audit, with full replication of
data and results, will be conducted once every 10 years by an actuary who had no role in the
conduct of any actuarial valuation or experience study during the 10-year period previous to the
audit.

{00385220-1}
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The annual actuarial valuation will compute the normal cost and any past service cost associated
with the 115 Trust. The normal cost is the annual amount that should be contributed by the
employer to the system to fund the projected accrual of healthcare benefits over the year, to
assuming that all actuarial assumptions are accurate. The past service cost is the amount needed
to make up for variances in the actual experience of the system versus the actuarial assumptions.
Together, the normal cost and the past service cost, if any, equal the actuarially determined
employer contribution (ADEC).

Actuarial Assumptions

Notwithstanding the provisions of the CSA and CMC, for purposes of calculating the ADEC for
the 115 Trust Fund, and conservatively managing the 115 Trust, the following actuarial
assumptions and methods will be used:

Assumed Investment Earnings Rate: 7.50%
Amortization period of any unfunded liability: 30 years
Amortization method: Level dollar
Value of 115 Trust Assets: Actuarial value

Funding Triggers

Upon a determination by the actuary that the 115 Trust is funded at a level of 95% or less, the
City will begin to contribute the normal cost of the OPEB benefits in the fiscal year that begins
two years following the date of the OPEB valuation. Example: it the CY2024 OPEB valuation
reflects that the 115 Trust is 94% funded and (as describe below) the CRS pension funded ratio
is 85% funded, then the City will contribute the OPEB normal cost rate in the FY2026 budget.
The normal cost the City will contribute will be capped at 2% of pensionable CRS member
payroll.

Upon a determination by the actuary that the 115 Trust is funded at a level of 80% or less, the
City will consider an additional contribution to defray the OPEB unfunded liability in the fiscal
year that begins at two years following the date of the OPEB valuation.

Any contribution of normal cost or additional contribution to defray any unfunded liability will
be contingent on the CRS pension funded ratio being at least 85%.

The City may cease contributions to the 115 Trust following two consecutive years of funding
levels at or above 100%, as certified by the actuary in the annual valuations, subject to re-starting
contributions under the provisions of the previous two paragraphs.

Appropriation Required
{00385220-1}
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The City will seek to implement this funding policy in good faith, but recognizes that annual
budgeting always involves complex balancing of a large spectrum of budget needs with limited
available revenues. Nothing in this policy chall be construed to prohihit City Council from
appropriating funds into the 115 Trust when conditions precedent for the funding triggers do not
exist.

Effective Date

This funding policy takes effect upon the date of adoption by the City Manager, with consent
from the Mayor and City Councii of the City of Cincinnati.

Sunset

Acceptable and appropriate actuarial assumptions, methods and practices vary over time, as do
economic conditions and investment markets. Any funding policy should be regularly evaluated
and updated to determine its suitability for the times. Accordingly, this funding policy sunsets
ten years after its effective date. The City of Cincinnati will re-approve, update or replace this
funding policy prior to its expiration for the duration of the CSA.

{00385220-1}
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RETIREMEN'T
July 13, 2023
To: Mayor and Members of City Council
From: Cincinnati Retirement System Board of Trustees
Copy: Sheryl Long, City Manager
Subject: Cincinnati Retirement System CY2022 Annual Report

This report is from the Cincinnati Retirement System (CRS) Board of Trustees (Board) and
provides the City Council with the state of the CRS Pension Trust and Healthcare Trust. This
summary report, together with the CRS Financial Report, is intended to provide a comprehensive
summary of the status of the Cincinnati Retirement System, in compliance with the CRS Board’s
reporting requirements as set out in the City’s Administrative Code and Board Rules. The report
is as of December 31, 2022. For additional information, please see the City’s Annual
Comprehensive Financial Report, Actuarial Valuations, and Investment Results on the CRS
website.

The CRS is governed by the Collaborative Settlement Agreement (CSA). Under the CSA, the CRS
Pension Trust is to be 100% funded by 2045. Under the CSA, the Healthcare Trust is to be 100%
funded through 2045.

Given the current and projected funding positions of the Pension Trust, we recommend that the
City Council continue to take action to increase the funding of the Pension Trust. In addition, we
recommend that the City Manager continue to work with class counsel to finalize a funding policy
for the Healthcare Trust. The City’s municipal code requires that the City obtain input and
recommendations from the CRS Board for the funding policy.

Background

The purposes of the CRS Pension Trust and Healthcare Trust are to provide promised retirement
benefits and healthcare benefits to eligible retired city employees. CRS is a defined benefit plan
that was established in 1931. The Collaborative Settlement Agreement (CSA) was approved in
2015 to settle litigation and provide a comprehensive strategy to stabilize CRS while securing
sustainable and competitive retirement benefits for both current and future retirees.

As of December 31, 2022, there were 2,875 full-time active members (which includes 157
members in the DROP plan who are still working), 4,148 pensioners receiving pension payments,
and 4,762 pensioners and spouses receiving healthcare benefits. The CRS Board serves as an
independent fiduciary on behalf of active and retired members of the retirement system. The Board
retains Marquette Associates, an independent investment consulting firm, and Cheiron, a pension
and healthcare actuarial consulting firm, both of which specialize in public sector retirement plans.
Marquette and the Board have developed and follow a disciplined investment policy that can be
found on the CRS website. Cheiron calculates the actuarial value of assets and liabilities and



projects the funded status of the Trusts in future years based on professional actuarial standards
and practices.

Th A

The assumed

ied investment rate of return and discount rate for calculating liabilities is 7.5% per year

as prescribed in the CSA. The annualized capital market rates of retum for the past 5 and 10 years
as of December 31, 2022, were 5.43% and 7.32%, respectively. CRS investment performance is

at or ab

The tab

ove the median of peer public defined benefit retirement plans.

le below highlights the actuarial value of assets, liabilities, and funded ratios as of 12/31/22:

Assets Liabilities Funded Ratio
Pension
Actuarial Value $ 1,811,291,262 §  2,614,702,553 69.3%
Market Value $ 1,703,876,000 $  2,614,702,553 65.2%
Health
Actuarial Value $ 532,169,108 $ 363,450,123 146.4%
Market Value $ 500,041,000 $ 363,450,123 137.6%

Pension Trust

A goal of the CSA is to establish a projected 100% funding ratio in 30 years (i.e., by 12/31/2045).

The ass

umptions used in finalizing the CSA projected that the Pension Trust would be fully funded

in 30 years if all of the assumptions played out exactly. The status of the annual contributions and
distributions is described below:

The active employees contribute 9% of covered payroll to the Pension Trust as required by
the CSA.

The City contributes the minimum rate per the CSA of 16.25% of full-time covered payroll
to the Pension Trust. (The General Fund represents 35% of covered payroll and other non-
general funds represent 65% of covered payroll.).

In CY2022, the City contributed a payment of $2.76 million as result of the continued
payments toward the cost of the 2020 Early Retirement Incentive Plan (ERIP). There are
now 13 annual payments remaining. Cheiron estimates that payment at 1.33% of payroll
for this additional benefit, bringing the City’s contribution rate for CY2022 to 17.58%.

In CY2022, the City also contributed a lump sum payment of $2.0 million dollars from the

General Fund fiscal year-end surplus. Cheiron estimates that payment at 0.96% of payroll
for this additional benefit, bringing the City’s contribution rate for CY2022 to 18.54%.

The Actuarially Determined Contribution (ADC) for the Pension Trust, as calculated by
the actuary, is the annual employer contribution amount required to bring the Pension to a
fully funded status in 30 years. The ADC for FY2022 was 33.46% of covered payroll
(as set by the CY2021 actuarial valuation). The actual contribution of 18.54% means
the City contributed 55.4% of the actuarial recommendation.

Benefit payments and expenses have significantly exceeded employer and employee
contributions for over a decade placing CRS in the bottom quartile among other public
pension funds with negative cashflows. This means that CRS continues to liquidate a
relatively large amount of assets to pay for benefits and expenses. This also means that
CRS is much more dependent on investment returns than most public pension plans.



The following events occurred after the CSA was finalized:

¢ Ordinance 336, which reflects changes made in finalizing the CSA that increased liabilities,
was approved by City Council in 2016.

e Revisions to actuarial assumptions (e.g., longer life span of retirees) occurred as
recommended by the actuary and approved by the CRS Board.

¢ Annualized 5-year investment returns (2018 —2022) were 5.43% as of December 31, 2022
vs. the assumed 7.5%. However, CRS is especially sensitive to the timing of capital market
swings because it continues to liquidate assets to pay benefits when the capital market
drops. This requires more time and a significantly higher rate of return for the remaining
assets to recover from capital market volatility.

e The City offered the ERIP in 2020 that provided two (2) additional years of service to
eligible participants resulting in earlier retirements, additional benefits, and an increase in
liabilities.

e The Deferred Retirement Option Plan (DROP) established in the CSA is required to be
cost neutral.

The actuary’s latest revised funding progress for the Pension Trust, which includes the impact of
the DROP and the ERIP, projects the funded ratio on an Actuarial Value of Assets basis is
projected to decrease over the next 30 years and will not reach 100% by 2045 in accordance with

the CSA.

The graph below reflects the City’s minimum required contributions of 16.25% of covered payroll
for 30 years. It also includes the recommended budget’s $2.7 million contribution per year for the
next 15 years to pay for the ERIP liabilities and assumes the CSA benchmark return of 7.5%
investment return for all future years. The funding ratio declines precipitously over 30 years to
near-insolvency.

Pension Trust
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Healthcare Trust
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per the CSA to develop and present a proper funding pohcy to fully fund the healthcare trust at
actuarially appropriate levels. The funding policy would keep the Trust fully funded over the
lifetimes of current and future retirees and their beneficiaries covered by the CSA. Implementation
of a full funding policy will ensure that the Healthcare Trust remains fully funded to provide
promised benefits. The Healthcare Trust is irrevocable, and its assets must be used exclusively for
healthcare benefits for CRS retirees and their beneficiaries. The City has yet to adopt a Healthcare
Trust funding policy as required by the CSA and there have been no City contributions to the Trust
since the CSA was signed.

In the graph below, the bars represent liabilities, and the lines represent the actuarial value of assets
(AVA) and the market value of assets (MVA) assets. The graph shows that the Healthcare Trust
is fully funded in 2022 and beyond. This is based on current assumptions being fully met. A
funding policy would safeguard the trust for retirees and their beneficiaries in the future should
the assumptions not be achieved.

Healthcare Trust
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Investment Performance

While the simple conclusion may be to achieve higher returns or “invest our way out of this,”
CRS’ investment performance has been solid relative to what the capital markets have provided.
The 7.5% annualized return assumption remains a high hurdle as well as optimistic given persistent
capital market volatility and the outlook of many investment consultants. The median investment
return assumption of U.S. public retirement systems has steadily decreased over the past several
years and is currently 7.0%. CRS will be challenged to achieve the 7.5% rate of return with an
acceptable level of risk going forward, especially given the high negative cash flow.

The following chart reflects the annual rates of return and 10-year compound return. CRS has
achieved the 7.5% CSA assumption. The poor capital market performance in 2022 has resulted in
a five-year compound return that is less than the 7.5% CSA assumption.

Annual CRS Rates of Investment Return
Investment Return
Plan Year Assumption Market Return
2013 7.50% 16.99%
2014 7.50% 6.46%
2015 7.50% -0.11%
2016 7.50% 9.24%
2017 7.50% 14.51%
2018 7.50% -3.93%
2019 7.50% 16.40%
2020 7.50% 8.03%
2021 7.50% 18.06%
2022 7.50% -8.68%
10-Year compound Average 7.32%
5-Year Compound Average 5.43%

The Board’s Investment Policy provides for a well-diversified portfolio across asset class, sector,
investment managers and securities. The chart below is designed to achieve the 7.5% return over

time with an acceptable level of risk.

CRS Asset Allocation

Fixed Income 25.5%
Domestic Equity 28.5%
Non-US Equity 18.0%
Real Estate 7.5%
Infrastructure 10.0%
Volatility Risk Prem 2.5%
Private Equity 8.0%

Total 100.0%



Employer Contributions

In a defined benefit retirement plan such as CRS, the employer is responsible for providing benefits
(as opposed to a defined contribution plan) and the employer generally accepts the financial risk.
The Actuarially Determined Contribution (ADC) is the actuary recommended employer
contribution to achieve full funding in 30 years. The chart below reflects the Pension Trust ADC
and the City employer contribution for the last 20 years. By not contributing to the ADC the
unfunded liability increases over time meaning that the actuarial liability exceeds the value of
assets.

CRS Employer Contribution Rates (Pension)
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Conclusion

The CRS Pension Trust and Healthcare Trust are undoubtedly challenged in providing promised
retirement benefits. When the Collaborative Settlement Agreement was implemented, the
Pension Trust and Healthcare Trust were projected to be fully funded in 30 years by 2045. For
the Pension Trust this is no longer the case.

At the close of 2022, the Pension Trust experienced major capital market losses. The Actuarial
Value of Assets decreased $20.66 million from the prior year close, the annual investment return
was a -8.68% and the funding ratio on an AVA bases dropped 2.3%. Funding vigilance
therefore remains a priority for the Board. The future of the Health Care Trust is also uncertain
due to the lack of a funding policy as required by the CSA.



The following are possible solutions:

L

Continued increases to City contributions to the Pension Trust above the minimum required
amount of 16.25%, as provided for in the CSA. The Board has formally recommended an
increase in rates by 1.5% each year until the actuarial projections reflect anticipated full
funding by 2045. The Board also recommends that the City adopt the multi-year
incremental increase funding methodology to achieve full funding by 2045, update the
methodology annually, and budget accordingly. The Board acknowledges and appreciates
the 0.75% increase in the contribution rate and the use of variable General Fund carryover
to reduce unfunded pension obligations. Nonetheless, a more stable and predictable path
to full funding is necessary. Failure to increase the City’s annual contribution rate will
result in the CRS Pension Funded Ratio steadily decreasing until it reaches 28.5% in 2045;
alternatively, incremental increases in the rate are required to achieve 100% funding by
2045 based on the most recent projection:

Incremental Increase Plan

Earnings Assumption =7.5%
Schedule of Flat E'r Rate of 17% Increase E'r Rate by 1.5%
Funded Ratios
E'r Contr Rate | Funded Ratio | E'r Contr Rate |Funded Ratio

12/31/2022 16.25% 69.3% 16.25% 69.3%
12/31/2023 17.00% 68.2% 17.00% 68.2%
12/31/2024 17.00% 66.2% 17.00% 66.2%
12/31/2025 17.00% 64.1% 18.50% 64.2%
12/31/2026 17.00% 60.5% 20.00% 60.8%
12/31/2027 17.00% 59.3% 21.50% 60.0%
12/31/2028 17.00% 58.1% 23.00% 59.4%
12/31/2029 17.00% 56.8% 24.50% 58.9%
12/31/2030 17.00% 55.4% 26.00% 58.6%
12/31/2031 17.00% 54.0% 27.50% 58.5%
12/31/2032 17.00% 52.5% 29.00% 58.6%
12/31/2033 17.00% 50.9% 30.50% 59.0%
12/31/2034 17.00% 49.3% 32.00% 59.7%
12/31/2035 17.00% 47.6% 33.50% 60.8%
12/31/2036 17.00% 45.8% 35.00% 62.2%
12/31/2037 17.00% 43.8% 36.50% 64.1%
12/31/2038 17.00% 41.9% 38.00% 66.5%
12/31/2039 17.00% 39.9% 39.50% 69.5%
12/31/2040 17.00% 37.8% 41.00% 73.1%
12/31/2041 17.00% 35.8% 42.50% 77.4%
12/31/2042 17.00% 33.9% 44.00% 82.5%
12/31/2043 17.00% 32.0% 45.50% 88.5%
12/31/2044 17.00% 30.2% 47.00% 95.3%
12/31/2045 17.00% 28.5% 48.50% 103.0%
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a riskier asset allocation, and attempting to lower fees. There is little we can do regarding
these factors because we believe we have the appropriate managers, the appropriate asset
allocation, and fees are already on the low end. Regarding asset allocation, the only way
to increase expected returns in the future is to lower the fixed income allocation and add
more to equities or other “riskier” assets. Investment performance has been solid over time
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and the risk level of the portfolio is already aggressive relative to our peers. The Roard

and the investment consultant believe that taking any more risk would be imprudent.
Conversely, taking less risk would decrease our chances of achieving the 7.5% target.
Reduce benefits. While unpopular and considered the last resort, reducing benefits would
require re-opening the CSA for a prolonged negotiation.

As the City has done before, explore issuing judgment bonds to reduce the unfunded
actuarial liability. As of 12/31/2022, the unfunded actuarial liability for the Pension Trust
was $803.4mm.

Recommendation

At this time, we recommend the following:

Ie

That City Council adopt a plan to continue increasing the Pension Trust employer
contribution incrementally on an annual basis to o assure full funding in 2045 (see table,
page 8)

That the Incremental Annual Increase Plan be updated every two years in anticipation of
the City’s fiscal year biennial budget.

That the City Council approve and appropriate the Pension Trust employer contribution in
accordance with each updated Incremental Annual Increase Plan.

That the City Manager continue to negotiate the Health Funding Policy with class counsels,
consider the input and recommendations from the CRS Board, and that the City Council
approve the funding policy for the Healthcare Trust to ensure that the promises to CRS
members will be met well into the future. The Healthcare Trust was well funded as of the
December 31, 2022, valuation and does not now require an ADC amount but may in the
future.

That the City comply with the CSA to assure that the DROP program is cost neutral to the
CRS Pension Trust and does not negatively impact the CRS Funding Ratio.

Immediate action is requested. Further delays will result in higher contributions in future years.



